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JAMES  SCHEIBEL,  DIRECTOR  OF  ACTION  AND  VICE  PRESIDENT  OF 
THE  CORPORATION  FOR  NATIONAL  AND  COMMUNITY  SERVICE 

DAVID  N.  SPEVACEK,  COMPTROLLER  OF  ACTION 

DIANA  LONDON,  ACTING  ASSISTANT  DIRECTOR  OF  ACTION  FOR  VISTA 

AND  SERVICE  LEARNING  PROGRAMS 
THOMAS  E.  ENDRES,  ACTING  ASSISTANT  DIRECTOR  OF  ACTION  FOR 

NATIONAL  SENIOR  VOLUNTEER  CORPS  PROGRAMS 

Mrs.  Lowey  [presiding].  Good  morning.  The  hearing  will  come  to 
order.  I  am  delighted  to  welcome  you. 

I  would  like  to  welcome  all  the  witnesses,  and  if  we  could  begin 
by  having  you  introduce  your  colleagues.  Why  don't  we  begin  with 
Mr.  Endres? 

INTRODUCTION  OF  WITNESSES 

Mr.  Endres.  I  am  Thomas  Endres,  the  Acting  Assistant  Director 
of  Action  for  the  National  Senior  Volunteer  Corps  Program. 

Ms.  London.  I  am  Diana  London,  the  Acting  Director  of  the 
VISTA  and  Service  Learning  Programs. 

Mr.  Scheibel.  Jim  Scheibel,  Director  of  Action  and  Vice  Presi- 
dent of  the  Corporation  for  National  and  Community  Service. 

Mr.  Spevacek.  David  Spevacek,  the  Comptroller  of  Action. 

Mrs.  Lowey.  I  thank  you  very  much,  and  I  believe  Mr.  Scheibel 
will  be  delivering  the  testimony. 

Opening  Statement 

Mr.  Scheibel.  Madam  Chair,  it  is  a  real  pleasure  for  me  to  be 
here.  I  have  been  confirmed  and  on  the  job  for  a  month.  So  this 
is  my  first  appearance  before  the  committee,  and  I  consider  it  a 
real  honor  to  appear  before  you.  I  would  like  my  formal  testimony, 
which  I  believe  you  have,  to  be  made  a  part  of  the  record. 

I  would  like  to  start  by  sharing  a  few  stories  with  you,  a  couple 
of  experiences  I  have  had  in  my  first  couple  of  months  with  the  Ac- 
tion agency. 

Last  Sunday,  I  had  the  opportunity  to  speak  before  the  National 
League  of  Cities.  On  the  panel  with  me  was  a  young  gentleman, 
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a  junior  from  Harvard  by  the  name  of  John  King.  John  is  President 
of  the  Philip  Brooks  House,  which  is  an  association  that  is  part  of 
Harvard  through  which  students  perform  community  service. 

As  I  heard  John  speak — and  he  was  very  articulate  and  in  many 
ways  stole  the  show — he  talked  about  the  importance  of  community 
service,  even  when  serving  as  a  student.  As  we  were  leaving  I  said 
to  John,  "You  are  a  perfect  recruit  or  person  to  be  a  VISTA  Volun- 
teer." And  I  am  sure  John  is  the  kind  of  person  who  is  going  to 
continue  his  volunteer  service  in  the  future. 

During  the  questions  and  answers  from  the  city  council  members 
and  the  mayors  that  were  present,  one  of  the  council  members 
stood  up  and  said,  "There  are  so  many  people  like  John  King.  We 
have  to  give  the  John  Kings  the  opportunity  to  participate  in  our 
communities."  And  the  Council  member  also  said  that,  so  often,  if 
you  read  the  newspapers  or  watch  television  and  when  you  think 
about  young  people  today,  it  is  not  the  John  Kings  you  hear  about. 
Through  the  AmeriCorps  Program  and  VISTA  and  other  national 
community  service  programs  we  give  John  King  and  others  the 
chance  to  be  the  resources  they  are  for  our  community. 

I  have  also  had  the  opportunity  to  meet  some  VISTA  Volunteers. 
For  example,  in  Austin,  Texas,  two  volunteers,  Debbie  and  Mark, 
work  with  some  families  who  are  involved  in  a  transitional  housing 
program  for  homeless  families. 

Debbie  puts  together  a  weekly  meal.  A  person  comes  in  to  teach 
and  work  with  the  families  about  good  nutrition.  Mark  has  used 
his  skills  to  recruit  young  men  and  young  women  from  the  Univer- 
sity of  Texas  to  be  part  of  a  program,  similar  to  Big  Brothers  and 
Big  Sisters,  for  those  families  that  were  homeless  and  are  now 
struggling  to  find  homes  and  stabilize  their  lives. 

And  I  had  the  opportunity  to  meet  a  number  of  Foster  Grand- 
parents in  Chicago  recently.  This  group  behind  me  is  not  the  group 
from  Chicago.  This  is  a  group  of  Foster  Grandparents 

Mrs.  Lowey.  They  look  too  young  to  be  grandparents. 

Mr.  Scheibel.  And  that  is  the  key  to  the  Foster  Grandparent 
program.  It  keeps  people  extremely  young. 

In  my  visit  to  a  home  run  by  Lutheran  Social  Service  for  chron- 
ically disabled  children  I  met  a  dozen  Foster  Grandparents  and, 
like  these  Foster  Grandparents,  they  come  day  after  day.  They  feed 
the  children,  and  they  work  with  them  in  therapy,  and  it  has  en- 
riched the  lives  of  the  volunteers  and  certainly  the  children  and  the 
other  people  involved. 

I  also  had  the  opportunity  to  meet  some  Senior  Companions  in 
Seattle.  I  met  Rosalie,  who  was  79  years  old.  She  is  Filipina.  I  met 
one  of  her  clients,  Alma,  who  I  believe  was  approaching  90,  and 
still  living  independently.  She  spoke  little,  if  any,  English.  But  be- 
cause of  Rosalie's  visit  each  day  to  Alma — she  helps  her  with  bank- 
ing, reads  the  newspaper  and  answers  phone  calls — Alma  today  is 
still  able  to  live  independently. 

I  want  to  tell  those  stories — and  these  are  just  a  couple  of  exam- 
ples— because  that  is  what  the  Corporation  for  National  Service 
and  that  is  what  Action  are  all  about. 

I  will  address  the  numbers  in  a  minute.  But  the  dollars  that  we 
are  requesting  translate  into  building  our  communities,  strengthen- 
ing our  communities,  enriching  the  lives  of  participants,  and,  as  we 


say  at  the  Corporation,  making  things  happen  in  this  country,  get- 
ting things  done. 

DETAILS  OF  REQUEST 

Madam  Chair,  in  1995,  we  are  requesting  for  the  Domestic  Vol- 
unteer Service  Programs  a  budget  of  $239  million.  That  is  an  in- 
crease of  $34  million  from  our  1994  level. 

For  the  VISTA  program,  we  are  asking  for  a  budget  of  $59.6  mil- 
lion. That  is  an  increase  of  $16.7  million.  Currently,  we  have  3,450 
service  years.  With  the  increase,  that  would  go  up  to  4,550  service 
years.  That  is  an  increase  of  1,100. 

Next  year  will  be  the  30th  anniversary  of  the  VISTA  program. 
If  we  are  funded  at  that  level,  it  will  be  the  highest  number  of  serv- 
ice years  for  VISTA  since  the  peak  year  of  1975. 

Including  the  summer  program  like  the  Summer  of  Service  last 
year  and  the  Summer  of  Safety  this  year,  it  would  mean  that  there 
would  be  a  record  number  of  VISTA  Volunteers  during  that  30th 
anniversary  year. 

I  had  the  opportunity  to  work  on  the  15th  anniversary  of  VISTA, 
and  I  can't  think  of  a  better  way  to  recognize  the  effectiveness  of 
that  program  than  to  have,  during  their  30th  anniversary  year,  a 
record  number  of  VISTA  Volunteers. 

We  are  requesting  for  the  National  Senior  Volunteer  Corps  a 
budget  of  $145.9  million.  That  is  an  increase  of  $15.6  million. 

There  are  three  major  programs  that  are  part  of  our  Senior 
Corps,  and  overall  they  are  half  a  million  strong.  And  you  can  just 
see  how  strong  they  are  by  the  small  representative  group  of  Foster 
Grandparents  here  today. 

The  RSVP  Program  currently  has  over  445,000  volunteers  in 
60,000  locations;  last  year  alone  they  donated  79  million  hours. 
That  is  translated  into  10  million  work  days.  We  are  requesting  a 
budget  of  $38.7  million  for  1995,  an  increase  of  $4.3  million.  The 
average  cost  per  volunteer  hour  is  50  cents.  That  is  well  below  min- 
imum wage. 

With  the  increase,  we  would  like  to  expand  the  program  to  14 
new  geographic  areas.  There  is  a  great  need  throughout  this  coun- 
try, and  we  would  be  able  to  increase  some  of  the  existing  pro- 
grams where  there  is  just  a  great,  great  need.  Tom  might  address 
that  later  on. 

We  would  add  7,100  participants  to  existing  projects  and  4,900 
in  new  projects.  That  would  mean  an  increase  of  12,000  partici- 
pants with  the  budget  increase. 

Currently  in  our  Foster  Grandparent  Program  this  year  we  have 
22,600  volunteers  serving  in  over  275  projects.  They  work  with  over 
78,000  children.  We  are  requesting  a  budget  of  $71.6  million  for 
FGP  in  1995,  an  increase  of  $5.5  million.  With  that  increase,  we 
would  be  able  to  create  four  new  projects  and  would  be  able  to  ex- 
pand some  of  the  existing  projects.  It  would  mean  an  addition  of 
1,400  more  Foster  Grandparents  who  would  serve  3,000  additional 
children. 

In  our  Senior  Companion  Program,  we  are  requesting  a  budget 
of  $34.6  million;  that  would  be  an  increase  of  $4.8  million.  Cur- 
rently, there  are  about  13,000  Senior  Companions.  With  the  addi- 


tional  funding,  we  would  be  able  to  create  15  new  projects,  and  it 
would  mean  an  additional  1,500  volunteers  for  those  programs. 

You  can  see  these  programs  are  very  cost-effective.  I  would  not 
want  your  job  today  looking  at  the  budget,  and  I  know  many  of  the 
programs  that  other  people  present  before  this  committee  and  the 
tough  priorities  that  we  are  facing.  But  if  I  could  use  the  Senior 
Companion  Program  as  just  one  example,  the  average  cost  for  a 
Senior  Companion  is  about  $3,800  a  year.  We  know  the  cost  for 
long-term  care  for  an  elderly  person  is  roughly  $30,000,  sometimes 
more.  Each  volunteer  works  with  three  to  four  seniors. 

If  you  just  multiply  the  ways — in  addition  to  the  value  of  the 
lives  of  people  living  independently  and  being  able  to  stay  in  their 
home,  you  can  see  the  great  cost  savings  and  how  effective  these 
programs  are. 

Madam  Chair,  we  are  requesting  a  budget  this  year  for  the  do- 
mestic programs  of  $239  million.  I  believe  that  it  is  money  well 
spent. 

Last  year  at  this  time  I  was  the  Mayor  of  Saint  Paul,  Minnesota. 
When  I  spoke  to  fellow  mayors  and  city  council  members  recently 
I  said  to  them,  "I  know  that  programs  like  VISTA  Volunteers,  Sen- 
ior Companions,  RSVP  and  Foster  Grandparents  cannot  address  all 
the  issues  that  we  are  facing  in  our  cities,  whether  it  is  homeless- 
ness  or  the  violence  that  we  see  or  the  great  need  for  health  care." 
But,  Madam  Chair,  I  believe  that  when  people  participate  in  their 
community  not  only  do  we  get  the  benefit  for  a  senior  volunteer 
working  for  $2.45  and  contributing  to  the  community,  but  we  also 
get  strong  citizens. 

I  am  sure  if  you  were  to  ask  any  one  of  these  Foster  Grand- 
parents, they  do  a  lot  more  than  just  being  Foster  Grandparents. 
They  care  about  the  District  of  Columbia.  They  are  active  in  the 
community.  They  are  good  neighbors. 

And,  speaking  as  a  former  mayor,  that  is  what  we  need  to  make 
our  communities  and  cities,  whether  urban  or  rural,  effective  today. 
It  is  why  I  so  much  wanted  to  be  the  Director  of  the  ACTION  agen- 
cy. These  programs  are  so  effective  and  I  believe  in  the  long  run 
will  lead  to  the  kind  of  change  that  we  really  need  to  have  in  this 
country. 

I  would  now  be  happy  to  respond  to  any  questions.  And  I  have 
some  very  able  people  to  answer  any  questions  I  might  not  be  able 
to.  Thank  you. 

Mrs.  Lowey.  I  want  to  thank  you  for  your  outstanding  testimony 
and  for  bringing  all  the  backup  support. 

[The  prepared  statement  and  biography  of  Mr.  Scheibel  follow:] 
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Mr.  Chairman  and  Members  of  the  Committee: 

As  the  Director  of  ACTION  and  a  Vice  President  of  the 
Corporation  for  National  and  Community  Service,  I  am  pleased  to 
appear  before  you  today  to  discuss  the  fiscal  year  1995  budget 
for  programs  and  activities  authorized  under  the  Domestic 
Volunteer  Service  Act  (DVSA) . 

This  is  my  first  appearance  before  the  Committee  since  my 
confirmation  last  month.   For  the  last  four  years  I  served  as  the 
Mayor  of  St.  Paul,  Minnesota.   In  that  office,  and  during  eight 
prior  years  as  a  member  of  the  City  Council,  I  came  to  understand 
firsthand  the  strengths  and  struggles  of  cities  and  communities 
across  the  country.   And  most  important,  I  came  to  recognize  the 
potential  of  service  to  address  the  nation's  education,  public 
safety,  human,  and  environmental  needs. 

I  welcome  this  opportunity  to  work  with  you  and  other 
members  of  Congress  to  help  make  the  President's  vision  of 
service  a  reality.   The  President  has  said  that  national  service 
"is  rooted  in  the  concept  of  community:   the  simple  idea  that 
none  of  us  on  our  own  will  ever  have  as  much  to  cherish  about  our 
own  lives  if  we  are  out  here  all  alone  as  we  will  if  we  work 
together . " 

This  is  truly  an  exciting  time  for  national  service.   The 
National  and  Community  Service  Trust  Act  passed  by  Congress  last 
year  provides  the  foundation  necessary  to  foster  civic 
responsibility,  strengthen  the  cords  that  tie  us  together  as  a 
people,  and  provide  educational  opportunity  for  those  who  make  a 
substantial  commitment  to  service. 

The  Corporation  for  National  Service  administers  five  major 
programs  to  help  accomplish  its  mission.   AmeriCorps  is  the  heart 
of  the  President's  vision,  involving  substantial  national  service 
in  exchange  for  education  assistance.  AmeriCorps  is  comprised  of 
three  separate  programs:   the  AmeriCorps  Grant  Program, 
Volunteers  in  Service  to  America  (VISTA) ,  and  the  National 
Civilian  Community  Corps.   In  addition,  the  Corporation 
administers  programs  to  encourage  service  among  students  from 
elementary  school  through  college  (Learn  and  Serve) ,  as  well  as 
to  engage  seniors  in  service  to  their  communities  (National 
Senior  Volunteer  Corps) . 

This  Committee  is  very  familiar  with  the  strengths  of  VISTA 
and  the  National  Senior  Volunteer  Corps,  the  programs  under  its 
jurisdiction.   Today  these  programs  support  approximately  one- 
half  million  volunteers — old  and  young,  full-time  and  part-time, 
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stipended  and  nonstipended — who  conduct  a  wide  variety  of  service 
activities,  such  as  providing  home  care  for  the  frail  elderly, 
promoting  neighborhood  revitalization,  providing  support  services 
to  homeless  families,  carrying  out  intergenerational  programs 
that  are  critical  to  both  our  nation's  youth  and  older 
populations,  and  providing  support  for  children  with  special 
needs. 

The  cornerstone  of  these  programs,  throughout  their  history, 
has  been  that  local  communities  define,  develop,  and  implement 
the  initiatives,  thereby  assuring  that  local  needs  are  being 
addressed. 

The  Corporation  will  build  upon  the  strong  foundation 
created  by  these  programs,  enabling  them  to  grow  and  adapt  to 
address  ever-changing  community  and  national  needs  as  an  integral 
part  of  the  Corporation's  overall  mission. 

In  my  short  time  with  the  Corporation,  I  have  had  the 
opportunity  to  meet  a  number  of  the  individuals  serving  in  our 
programs,  and  I  can  attest  to  their  dedication  and  successes. 

In  Austin,  Texas,  I  met  Debbie  Canavan  and  Mark  Scheuer,  two 
VISTA  volunteers  working  with  the  Foundation  for  the  Homeless. 
Debbie  coordinates  a  weekly  dinner  at  a  transitional  housing 
project,  providing  a  social  gathering  and  a  nutritional  meal  to 
residents.   She  obtains  food  donations  for  the  meal  and  has 
involved  a  dietetics  student,  who  presents  a  nutrition  class 
following  each  dinner. 

Mark  has  established  a  mentoring  program  for  the  children 
living  in  the  transitional  housing  project.   He  pairs  children 
aged  three  to  fifteen,  with  University  of  Texas  students  in  a  Big 
Brother/Big  Sister-type  program.   Mark's  program  benefits  both 
the  children,  who  gain  a  positive  adult  relationship,  and  the 
students,  who  become  more  involved  in  their  local  community  and 
learn  more  about  the  difficulties  facing  low-income  children. 

I  also  recently  met  a  Senior  Companion  in  Seattle  and  the 
woman  she  assists.   Rosalie,  79,  is  a  companion  for  Alma,  a 
Filipino  immigrant  who  speaks  no  English.   Rosalie,  also 
originally  from  the  Phillipines,  assists  Alma  with  her  daily 
needs,  including  grocery  shopping,  banking,  and  phone  calls. 
Through  the  Senior  Companion  Program,  these  two  women  have 
developed  a  close  friendship  that  exceeds  what  either  of  them 
expected.   They  exchange  stories  of  their  home  country,  share 
photos  of  grandchildren,  and  laugh  together  about  shared 
experiences. 
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I  am  here  today  specifically  to  discuss  the  1995  budget  for 
VISTA;  the  National  Senior  Volunteer  Corps,  which  is  comprised  of 
the  Retired  and  Senior  Volunteer  Program,  the  Foster  Grandparent 
Program,  and  the  Senior  Companion  Program;  and  the  administrative 
resources  to  support  them.   The  budget  request  for  fiscal  year 
1995  is  $239  million;  this  represents  an  increase  of  $34  million 
above  the  fiscal  year  1994  level,  and  is  the  largest  budget  in 
history  for  DVSA  programs  and  activities.   Indeed,  under  this 
budget  the  number  of  VISTA  and  senior  volunteers  will  grow  to  the 
largest  levels  in  history,  a  testimony  to  the  abilities  of  these 
programs  to  get  things  done  in  communities  across  the  country. 

Volunteers  in  Service  to  America  (VISTA) 

VISTA,  which  will  be  30  years  old  next  year,  has  enabled 
more  than  100,000  Americans  of  all  ages  and  backgrounds  to 
contribute  a  significant  portion  of  their  lives  in  addressing  the 
critical  needs  of  low-income  communities. 

VISTA's  program  history  is  rich.   Volunteers  have  built 
shelters  for  the  homeless,  organized  and  run  literacy  projects, 
established  food  banks,  organized  community  development  efforts, 
established  water  and  wastewater  systems  where  none  existed,  and 
set  up  cooperatives  to  market  products  for  low-income  farmers. 
President  Clinton,  when  he  was  Governor  of  Arkansas,  paid  tribute 
to  the  VISTA  Volunteers  in  his  home  state  in  a  preface  to  a  book 
on  the  history  of  VISTA:   "Contemporary  Arkansas,"  he  wrote, 
"owes  much  to  the  ground-breaking  efforts  of  VISTA 
volunteers. . .VISTA  taught  us  about  the  importance  and  power  of 
people  building  from  within." 

Our  budget  request  for  fiscal  year  1995  for  VISTA  is 
$59.6  million,  an  increase  of  $16.7  million,  or  39%,  above  the 
amounts  available  in  fiscal  year  1994.   With  these  funds,  we 
expect  to  achieve  approximately  4,685  volunteer  service  years 
under  VISTA,  an  increase  of  over  1,100  above  the  prior  year.   The 
request  includes  4,111  volunteer  service  years  under  the  main 
VISTA  program,  44  0  service  years  under  VISTA  Literacy  Corps,  and 
134  service  years  under  a  newly  authorized  University  Year  for 
VISTA. 

The  additional  volunteers  will  support  VISTA's  part  of 
AmeriCorps,  in  which  a  total  of  33,000  participants  will  address 
unmet  education,  public  safety,  human,  and  environmental  needs  in 
communities  across  the  country.   VISTA  Volunteers  will  focus  on 
capacity-building  activities  targeted  at  the  needs  of  low-income 
communities  and  individuals,  and  will  initiate  or  expand 
partnerships  with  the  Enterprise  Foundation,  National  Federation 
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of  Community  Development  Credit  Unions,  Vanderbilt  University 
Center  for  Health  Services,  and  several  statewide  health  projects 
modeled  after  the  successful  Texas  health  project  started  last 
summer  in  which  more  than  one  hundred  thousand  children  are  being 
immunized. 

Beyond  providing  for  1,100  more  volunteers  in  priority 
projects  across  the  country,  the  additional  funding  will  support: 

—  Increased  subsistence  payments  for  volunteers  to 
maintain  the  average  subsistence  allowance  at  about  105 
percent  of  the  poverty  index  for  a  single  individual, 
as  currently  required  by  the  Domestic  Volunteer  Service 
Act. 

—  Increased  health  care  costs  for  participants, 
reflecting  general  trends  in  the  health  care  industry, 
as  well  as  child  care  costs  authorized  under  the 
National  and  Community  Service  Trust  Act  last  year. 

—  Increased  amounts  for  public  awareness  and  recruitment 
activities. 

—  Continued  increases  in  the  recruitment  and  enrollment 
of  recent  college  graduates  and  professionally-skilled 
participants  into  the  program. 

—  Increased  emphasis  on  volunteer  and  project  activities 
related  to  economic  development  and  community 
development,  as  well  as  community-based  health 
projects. 

—  Increased  emphasis  on  addressing  the  underlying  causes 
of  hunger  and  homelessness  in  the  country. 

—  Increased  training  opportunities,  for  both  VISTAs  and 
project  directors,  to  instill  a  common  ethic  among 
participants  and  projects. 

The  VISTA  Literacy  Corps  develops,  strengthens,  and  expands 
the  efforts  of  public  and  private  nonprofit  organizations  at 
local,  state,  and  Federal  levels  to  overcome  the  problems  of 
illiteracy.   In  fact,  VISTAs  play  an  integral  role  in  mobilizing 
private  and  public  sector  financial  and  material  support  and 
additional  community  volunteer  resources  in  combating  illiteracy. 
In  fiscal  year  1995,  the  budget  request  of  $5.6  million  will 
support  440  volunteer  service  years. 

We  are  also  proposing  to  initiate  a  University  Year  for 
VISTA  program,  newly  authorized  under  the  Domestic  Volunteer 
Service  Act  amendments  enacted  last  year.   Under  this  program 
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students  will  be  given  the  opportunity  to  spend  up  to  a  full  year 
in  full-time  service  under  university-sponsored  VISTA  programs. 

This  summer,  VISTA  is  part  of  the  Corporation's  Summer  of 
Safety,  where  over  6,000  individuals,  including  seniors,  will 
engage  in  service  activities  designed  to  improve  public  safety  in 
a  number  of  communities. 


Special  Volunteer  Programs 

Under  Part  C  of  Title  I  of  the  Domestic  Volunteer  Service 
Act,  the  Corporation  has  broad  authority  to  conduct 
demonstration,  innovation,  technical  assistance  and  other 
activities  to  stimulate  volunteer  and  service  programs  throughout 
the  country.   This  authority  is  not  tied  to  any  particular 
program  design  or  delivery  system. 

In  fiscal  year  1995,  we  are  requesting  $1  million  to  support 
projects  promoting  service  and  volunteer ism,  with  a  focus  on  the 
needs  of  local  communities  in  the  priority  areas  established  by 
the  Corporation.   The  best  practices  and  successes  in  these 
projects  will  be  disseminated  to  service  projects  being  supported 
by  the  Corporation,  thereby  helping  to  improve  the  overall 
quality  of  service  programs  across  the  country  and  maximizing  the 
benefit  of  Federal  support. 

National  Senior  Volunteer  Corps 

The  National  Senior  Volunteer  Corps  enables  our  nation's 
seniors  to  contribute  to  their  communities  through  service, 
enhancing  the  lives  of  the  participants  and  those  whom  they  serve 
and  providing  communities  with  valuable  services. 

The  National  Senior  Volunteer  Corps  is  the  Corporation's 
mechanism  for  enabling  seniors  to  meet  the  President's  call  for 
seasons  of  service,  challenging  Americans  of  all  ages  to 
contribute  their  time  and  energy  to  addressing  the  needs  of  their 
communities. 

Retired  and  Senior  Volunteer  Program 

The  Retired  and  Senior  Volunteer  Program  (RSVP)  is  the 
Corporation's  largest  program,  involving  today  over  445,000 
nonstipended  volunteers  serving  in  60,000  locations  and 
individual  sites  around  the  country.   RSVP  offers  persons  aged  55 
and  older  the  opportunity  to  use  their  talents  and  experience  in 
community  service.   It  is  a  flexible  program,  matching  an 
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individual's  interests  and  time  with  local  community  needs. 
Participants  serve  in  such  places  as  schools,  courts,  shelters, 
museums,  libraries,  hospices,  hospitals,  nursing  homes,  senior 
and  community  centers,  nutrition  sites, and  Head  Start  programs. 
The  participants  address  a  broad  range  of  needs  in  the  area  of 
education,  health,  public  safety,  and  the  environment. 

A  key  aspect  of  the  program  is  an  intergenerational  focus, 
where  seniors  use  their  talents  to  enrich  the  lives  of  our 
nation's  youth. 

In  1993,  Retired  and  Senior  Volunteers  contributed  over 
79  million  hours  of  service,  the  equivalent  of  about  10  million 
work  days  of  effort,  in  746  Federally-funded  projects  across  the 
nation. 

The  fiscal  year  1995  request  of  $38.7  million  for  RSVP 
represents  an  increase  of  $4.3  million,  or  12%,  above  the  amounts 
available  in  1994.   This  increase  will  enable  RSVP  to  respond  to 
continuing  and  emerging  concerns  of  communities  and  individuals 
in  the  areas  of  health  care,  education  and  literacy,  public 
safety,  the  environment,  and  the  delivery  of  social  services.   We 
also  plan  to  expand  services  to  14  geographic  areas  currently  not 
served  by  RSVP  and  to  conduct  a  national  training  conference.   In 
addition  to  supporting  programmatic  innovation  and  expansion  of 
local  projects,  the  funding  increase  will  address  projects' 
administrative  costs. 

Foster  Grandparent  Program 

The  Foster  Grandparent  Program  enables  low-income  persons 
aged  60  and  older  to  provide  person-to-person  services  to 
children  with  special  or  exceptional  needs.   Participants  serve 
through  more  than  7,000  public  and  private  nonprofit  agencies  and 
proprietary  health  care  facilities,  including:   schools, 
hospitals,  juvenile  detention  centers,  Head  Start  programs, 
shelters  for  abused  or  neglected  children,  and  probation  offices. 
To  participate,  an  individual's  income  must  be  at  or  below 
125  percent  of  the  poverty  level,  and  Foster  Grandparents  receive 
a  stipend  of  $2.45  per  hour  for  their  service. 

In  the  current  fiscal  year  22,600  Foster  Grandparents  will 
spend  over  21  million  hours  in  275  projects  providing  supportive, 
person-to-person  services  to  over  78,000  children  with 
exceptional  or  special  needs. 

The  fiscal  year  1995  budget  includes  $71.6  million  for  the 
Foster  Grandparent  Program,  an  increase  of  $5.5  million,  or  8%, 
above  the  prior  year  level.   These  monies  will  support  new 
projects  in  four  communities  not  currently  being  served,  expand 
services  in  existing  projects,  and  address  the  administrative 


12 


-7- 

needs  of  projects.   In  total,  an  additional  1,300  service  years 
will  be  supported  under  the  program,  with  Foster  Grandparents 
serving  more  than  3,000  additional  children. 

Senior  Companion  Program 

Senior  Companions,  all  of  whom  are  low-income  individuals, 
provide  personal  assistance  and  companionship  primarily  to  older 
adults  who  have  physical,  mental,  or  emotional  impairments,  in 
order  to  help  these  adults  achieve  and  maintain  their  highest 
level  of  independent  living. 

The  Senior  Companion  Program  supplements  prescribed,  formal 
home  health,  medical,  and  homemaker/ chore  services.   The 
development  of  quality  personal  relationships  encompassing  a 
variety  of  peer  support  activities  is  fostered  by  regular  one-on- 
one  contact  with  clients  during  the  required  20-hour  weekly 
service  schedule.   On  average,  each  Senior  Companion  serves 
3.5  clients  per  week. 

This  program  contributes  to  cost  containment  of  both  aging 
and  long-term  care  services  in  two  direct  ways.   First,  it  keeps 
adults  out  of  costly  institutionalized  care  facilities.   Second, 
it  engages  low-income  seniors  60  and  over  in  meaningful  activity, 
contributing  to  their  well-being  and  health. 

Today,  approximately  12,900  Senior  Companions  in  more  than 
180  Federally  and  non-Federally  funded  projects  participate  in 
the  program,  serving  32,000  adults. 

We  are  engaged  in  a  number  of  high  quality  partnerships 
under  this  program,  including:   the  exploration  of  Medicaid 
waivers  for  program  support,  a  partnership  with  the  Visiting 
Nurse  Associations  of  America,  and  discussions  with  the  insurance 
industry  concerning  the  use  of  long-term  care  benefits  to  cover 
the  services  provided  by  Senior  Companions. 

The  fiscal  year  1995  budget  includes  $34.6  million  for  the 
Senior  Companion  Program,  an  increase  of  $4.8  million,  or  16%, 
above  the  prior  year  level.   We  anticipate  that  this  funding  will 
support  15  new  projects,  expand  services  in  existing  programs, 
and  cover  the  growing  administrative  costs  of  projects  we 
support.   The  number  of  volunteer  service  years  we  support  will 
increase  by  over  1,100,  or  15  percent. 

Senior  Demonstration  Program 

The  budget  also  includes  $1  million  for  the  newly  authorized 
Senior  Demonstration  Program,  through  which  we  will  develop  new 
models  for  engaging  seniors  in  service  to  their  communities.   We 
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anticipate  funding  four  projects  in  fiscal  year  1995,  which  will 
allow  the  Senior  Corps  to  discover  new  cost  effective  methods  for 
involving  increasing  numbers  of  citizens  over  55  in  new  roles  and 
types  of  activities  in  response  to  emerging  community  needs. 

Inspector  General 

For  fiscal  year  1995,  the  funding  request  for  an  independent 
Inspector  General  for  the  Corporation  for  National  and  Community 
Service  is  being  presented  to  the  Subcommittee  on  VA,  HUD,  and 
Independent  Agencies. 

Program  Administration 

As  you  are  aware,  the  Corporation  for  National  and  Community 
Service  was  created  by  combining  the  Commission  on  National  and 
Community  Service  and  ACTION.   All  programs  authorized  under  the 
National  and  Community  Service  Act  and  the  Domestic  Volunteer 
Service  Act,  including  VISTA  and  the  National  Senior  Volunteer 
Corps,  will  be  administered  by  the  Corporation. 

On  March  1  we  announced  that  the  legal  merger  of  ACTION  and 
the  Corporation,  as  provided  for  in  the  law,  will  occur  on 
April  4  of  this  year. 

Program  administration  funds  requested  under  the  DVSA 
authority  enable  us  to  perform  the  full  range  of  statutory 
responsibilities  in  the  management,  oversight,  and  promotion  of 
programs.   Consistent  with  the  principles  of  reinventing 
government,  we  are  committed  to  assuring  that  the  programs  we 
support  are  of  the  highest  quality  and  offer  meaningful 
experiences  to  participants  and  services  to  communities. 
We  view  our  primary  mission  as  facilitating  our  programs  and 
projects  in  carrying  out  their  responsibilities. 

In  the  area  of  program  administration,  the  Corporation  is 
committed  to  operating  with  the  minimum  necessary  staff  and 
administrative  costs,  and  we  have  committed  to  the  program 
expansion  included  in  the  request  without  additional 
administrative  resources  except  for  inflationary  costs.   Our 
staffing  ceiling  is  consistent  with  the  Administration's  overall 
work  force  reduction  agenda,  as  outlined  in  Executive  Order 
12837. 


14 


-9- 


Mr.  Chairman,  that  summarizes  the  funding  request  for  fiscal 
year  1995.   I  am  looking  forward  to  working  with  the  Subcommittee 
in  carrying  out  the  purposes  of  the  Domestic  Volunteer  Service 
Act;  I  am  available  to  answer  any  questions  that  the  Subcommittee 
may  have. 


15 


CORPORATION  FOR 

National 

toMJNITY 
SERVICE 


James  Scheibel 


James  Scheibel,  Vice-President  of  the  Corporation  for 
National  Service  and  Director  of  ACTION,  served  the  past 
four  years  as  Mayor  of  Saint  Paul,  Minnesota  and  the 
previous  eight  years  as  a  Saint  Paul  City  Council  Member. 

During  his  tenure  as  Mayor,  Scheibel  established  several 
programs  for  Saint  Paul's  youth,  including  the  Capitol  City 
Youth  Corps,  a  summer  jobs  program,  and  the  Mayor's  Youth 
Council,  a  committee  of  young  people  working  with  city 
departments  to  ensure  youth  issues  are  included  in  city 
policy.   He  also  started  the  nation's  first  housing  fund  for 
middle-income  families,  Saint  Paul's  first  practical  skills 
program  for  new  Americans  and  several  neighborhood-based 
health  and  environmental  services  throughout  the  city. 

t 
Scheibel  also  served  as  chair  of  the  U.S.  Conference  of 
Mayors'  Task  Force  on  Hunger  and  Homelessness,  testifying 
before  Congress  and  speaking  at  national  conferences  on  the 
issue. 

Scheibel  served  as  a  member  of  the  national  VISTA  staff  in 
the  late  1970s,  organizing  the  VISTA  15th  anniversary 
celebration  and  helping  to  establish  the  Friends  of  VISTA 
network,  which  links  more  than  100,000  former  VISTA 
volunteers. 

Scheibel  received  a  bachelor's  degree  from  Saint  John's 
University  in  Minnesota  in  1969.   He  was  awarded  an  honorary 
doctorate  degree  from  Minnesota's  College  of  Saint 
Catherine's  in  1993. 
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Mrs.  Lowey.  And  I  want  to  thank  all  of  you  for  doing  such  a 
wonderful  job  in  our  community.  We  need  you  everywhere  and  I 
think  in  these  troubled  times  and  troubled  families  never  more 
than  now.  So  I  want  to  personally  thank  you  on  behalf  of  my  col- 
leagues for  your  commitment,  for  the  caring  and  the  compassion 
and  the  love  that  you  have  given.  We  really  appreciate  you.  It  is 
people  like  you  that  make  our  community  strong.  So  I  do  want  to 
thank  you. 

And  having  been  on  the  State  level  for  many  years  working  with 
the  community  action  agencies  and  working  with  this  program,  I 
am  personally  aware  of  the  good  work  you  have  done,  and  I  have 
been  a  supporter  of  this  program  for  a  very,  very  long  time. 

DETERMINING  FUNDING  PRIORITIES 

And,  in  that  light,  I  would  like  to  ask  a  couple  of  questions.  How 
do  you  make  a  decision  as  to  whether  you  should  expand  existing 
programs  or  whether  you  should  begin  new  programs  in  new  areas 
which  don't  have  them? 

Mr.  Scheibel.  Madam  Chair,  we  have  a  very  active  group  of  ad- 
visory committees.  We  have,  for  example,  with  our  National  Senior 
Volunteer  Corps,  project  directors'  associations  for  each  one  of  our 
senior  programs.  In  preparing  our  budget,  we  have  asked  those 
project  people  what  makes  the  most  sense.  And  what  we  have  tried 
to  do  and  what  we  are  suggesting  with  the  budget  increases  is  we 
would  do  some  of  both.  I  might  have  Tom  respond  more  specifically, 
but  in  some  cases  there  is  just  a  need  in  the  existing  programs  that 
we  have  to  expand  to. 

At  the  same  time,  and  in  my  brief  two  months  here,  I  have  met 
some  Members  of  Congress  and  staff  and,  believe  me,  when  one  of 
these  programs  is  not  in  their  congressional  district,  they  make  a 
strong  pitch  for  it. 

So  we  try  to  balance  where  there  is  the  need  and  also  expand  the 
programs  to  geographic  areas  when  we  can. 

Mrs.  Lowey.  I  was  just  checking  to  see  what  extent  we  have  in 
our  district.  You  don't  mind.  Please  go  ahead. 

Mr.  Endres.  Madam  Chair,  it  is  a  difficult  decision.  Heretofore 
the  practice  has  been  that  when  new  funds  became  available,  how- 
ever limited,  we  have  placed  those  new  funds  in  unserved  areas. 
I  think  that  that  practice  over  a  period  of  years  has  resulted  in  the 
current  projects  not  having  the  capability  they  should  have  to  meet 
the  ongoing  needs  in  their  communities. 

We  feel  strongly  in  this  budget  for  1995  that  we  have  to  pay  at- 
tention to  our  existing  projects  and  help  them  meet  the  demand  of 
individuals  who  want  to  be  Foster  Grandparents,  Senior  Compan- 
ions, and  Retired  and  Senior  Volunteers,  and  also  to  respond  to  the 
needs  of  community  agencies  who  want  those  volunteers  in  increas- 
ing numbers.  So  what  we  feel  in  the  1995  request  is  that,  while  we 
want  to  begin  several  new  efforts  in  each  of  these  program  areas, 
we  first  have  to  recognize  what  has  been  accomplished  through  the 
existing  programs  and  make  sure  that  we  are  not  losing  ground 
where  we  have  an  investment  that  has  yielded  incredible  results 
over  the  years.  So  that  is  the  decision  for  1995. 

And,  as  Jim  mentioned,  that  decision  was  made  in  consultation 
with  our  national  associations  and  project  directors. 
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Mrs.  Lowey.  I  know  it  is  difficult.  We  probably  all  could  expand 
the  programs  consistent  with  the  dollars  that  we  can  invest,  and 
I  know  it  is  a  good  investment,  and,  unfortunately,  the  dollars  are 
scarce. 

Mr.  Endres.  One  thing  I  might  add,  Madam  Chair,  is  that  with 
the  Foster  Grandparent  and  the  Senior  Companion  Program  in 
total  we  are  serving  less  than  2  percent  of  the  eligible  populations 
across  the  country.  So  these  programs  have  tremendous  potential 
for  expansion  in  existing  areas  and  new  areas,  and  it  is  going  to 
be  a  tough  funding  choice  as  we  approach  the  years  ahead. 

VOLUNTEER  TRAINING 

Mrs.  LOWEY.  One  of  the  goals  laid  out  in  the  mission  statement 
for  the  Corporation  for  National  and  Community  Service  is  to 
"strengthen  the  ties  that  bind  us  together  as  a  people."  I  wondered, 
given  some  of  the  stories  that  have  been  reported  in  our  news- 
papers today,  what  specific  action  is  your  agency  taking  to  address 
issues  that  divide  us  as  a  people  such  as  racism,  anti-Semitism,  vi- 
olence? Are  you  providing  training  to  your  volunteers  and  workers 
and  strategies  for  dealing  with  these  problems? 

Mr.  Scheibel.  Madam  Chair,  I  think  I  will  have  Diana  talk 
about  the  training  that  VISTA  Volunteers  receive. 

The  answer  is,  yes,  we  do  address  those  issues.  People  of  all  ages 
that  become  VISTA  Volunteers  want  to  serve  in  their  community. 
Many  people  are  motivated  to  participate  because  they  see  people 
living  in  poverty,  they  see  the  racism,  they  see  the  violence,  they 
see  what  is  dividing  our  community.  And  very  much  all  our  pro- 
grams allow  people  and  engage  people  in  bringing  out  the  best  in 
people  through  people  supporting  and  helping  people  learn  from 
and  about  one  another. 

I  have  had  the  opportunity  to  meet  a  number  of  VISTA  Volun- 
teers, and  although  I  was  not  a  VISTA  Volunteer,  I  can  claim  that 
I  worked  for  an  OEO  agency  and  believe  I  got  paid  less  than  the 
VISTA  Volunteers  at  the  time,  some  25  years  ago.  I  worked  in  a 
public  housing  project  in  Saint  Paul.  And  I  have  always  been  inter- 
ested in  eliminating  and  doing  what  I  could  to  fight  poverty. 

The  best  education  I  ever  received — and  it  is  what  really  drove 
me  to  become  involved  in  politics  and  on  to  be  the  mayor  of  the 
City  of  Saint  Paul — was  that  experience  working  day  to  day,  almost 
literally  living  in  that  community. 

So,  on  one  hand,  Diana  might  want  to  address  the  training,  but 
it  is  when  people  see  how  people's  lives  are  affected,  when  Foster 
Grandparents  are  working  at  a  Head  Start  program  and  meeting 
parents,  when  Senior  Companions  are  going  through  the  neighbor- 
hoods and  visiting  people  and  hearing  firsthand  and  seeing  first- 
hand the  fear  that  some  seniors  have  that  they  can't  get  out,  I  be- 
lieve this  is  the  kind  of  education  that  will  bind  us  together. 

People's  lives  are  never  the  same,  whether  they  are  the  young  or 
the  old.  That  is  why  volunteerism  and  community  service  is  so  im- 
portant to  this  country. 

Mrs.  Lowey.  It  is  interesting  that  you  say  that,  because  so  many 
of  us  in  public  life  came  through  that  route.  I  was  a  mother,  a  PTA 
president,  community  activist  and  then  I  spent  about  14  years  at 
the  State  level  working  with  the  community  action  programs,  so  I 
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got  to  see  the  grassroots.  I  had  never  been  in  legislative  office  be- 
fore. So  I  happen  to  agree  with  you,  and  that  is  why  I  am  such  a 
supporter  of  this  program. 

Do  you  want  to  add  to  that? 

Ms.  London.  Two  points  I  would  like  to  make. 

In  the  VISTA  program,  about  three-quarters  of  our  volunteers 
are  indeed  locally  recruited  and  serve  in  their  own  communities 
and  neighborhoods.  About  25  percent  of  our  volunteers  come  from 
outside  the  communities,  bringing  certain  skills  and  experience 
that  we  want  to  mesh  with  the  local  volunteers  who  certainly  have 
knowledge  of  their  immediate  communities.  And  we  think  that  that 
combination  of  locally  and  nationally  recruited  volunteers  indeed 
does  help  to  strengthen  the  ties  that  bind  us  together. 

The  training  that  we  provide  not  only  to  our  volunteers  but  also 
to  our  project  supervisors  deals  with  working  with  volunteers  who 
are  both  from  within  the  community  and  coming  in  from  outside 
the  community.  And  we  deal  with  such  issues  as  cultural  diversity 
and  public  safety,  where  we  have  projects  that  deal  with  public 
safety,  getting  to  the  points  you  had  raised  earlier. 

Indeed,  we  try  to  include  in  training  for  any  kind  of  project  that 
we  are  involved  in  such  topics  as  community  analysis,  community 
leadership  development,  and  enabling  our  volunteers  to  work  with- 
in the  community  structure  that  they  will  be  a  part  of.  That  is  a 
cornerstone  of  all  of  our  training. 

Mrs.  Lowey.  Thank  you.  We  have  been  joined  by  Chairman 
Smith,  and  I  will  defer  to  you.  That  is  pretty  quick,  actually. 
Maybe  I  will  give  you  a  moment.  I  know  that  Mr.  Smith  has  been 
a  supporter,  too,  but  I  will  give  you  a  moment. 

Mr.  Smith.  You  go  ahead.  I  know  that  you  are  interested  in  this 
program. 

corporation's  personnel  system 

Mrs.  Lowey.  Okay.  Just  another  question. 

The  Corporation's  report  indicates  that  bonuses  and  other 
awards  for  high  performance  will  be  set  up.  What  progress  has  the 
Corporation  made  in  establishing  performance  incentives  and  what 
role  will  Action  play  in  this  process? 

I  have  been  interested  in  that  issue  for  a  long  time,  and  in  hear- 
ings the  other  day  I  was  discussing  it  with  Secretary  Reich.  We 
really  have  got  to  put  an  end  to  programs  that  don't  work  and  ex- 
pand and  support  and  reinforce  those  that  are  working.  So  I  was 
particularly  interested  in  that  area. 

It  is  so  difficult  to  legislate  success,  and  I  think  we  have  to  look 
at  models  that  can  encourage  success,  a  good  experience,  a  good 
program,  for  the  most  part.  But  how  do  you  encourage  success  and 
is  the  bonus  structure  helpful? 

Mr.  SCHEIBEL.  Congresswoman  Lowey,  you  are  probably  aware 
that  Action  will  merge  formally  as  part  of  the  Corporation  for  Na- 
tional and  Community  Service  on  April  4th.  So  we  will  be  also 
merging — or  I  should  more  accurately  say  creating — a  new  person- 
nel system  that  Congress  gave  us  permission  to  have,  including  bo- 
nuses. 

We  are  working  with  the  Office  of  Personnel  and  Management  on 
a  plan  for  an  alternative  personnel  system.  We  are  expecting  to 
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have  our  plan  done  by  the  end  of  May.  We  will  allow  some  time 
then  for  comments  from  employees,  probably  have  the  Labor-Man- 
agement Committee  look  at  some  of  the  issues,  and  then  the  plan 
would  have  to  be  approved  by  the  Office  of  Personnel  and  Manage- 
ment. 

So  our  time  line  is  that  we  would  have  a  plan  possibly  with  bo- 
nuses and  merit  increases  and  some  other  incentives,  but  that  has 
not  been  determined.  I  would  be  glad  to  share  that  with  you  and 
the  other  Members  of  Congress. 

We  have  the  philosophy,  being  a  new  corporation  bringing  to- 
gether a  strong,  solid,  old  agency  like  Action  with  the  new,  merging 
with  the  Commission  on  National  Service  to  create  the  corpora- 
tion— we  are  bringing  the  two  together  to  take  advantage  of  the 
strengths  of  both.  And  a  guiding  principle  has  been  Reinventing 
Government.  It  has  really  been,  I  think,  the  best  possible  situation 
to  have  something  that  is  old  and  solid,  experienced  and  has  really 
gotten  a  lot  done  over  20-plus  years — the  Action  agency — and  com- 
bining that  with  the  energy  and  the  people  who  don't  necessarily 
want  to  do  things  the  way  they  have  been  done  in  the  past.  And 
I  think  you  will  see  that  reflected  in  our  personnel  system. 

MOTIVATING  VOLUNTEERS 

Mrs.  Lowey.  You  don't  necessarily  have  to  respond  today,  but, 
lastly,  one  of  my  concerns  about  national  service — and  I  know  you 
will  be  the  vice  president  of  the  Corporation — results  from  my  talk- 
ing about  the  program  in  the  community.  When  you  focus  on  the 
dollars  available  under  national  service  for  education  you  are  not 
as  successful  as  when  you  focus  on  community  service  and  vol- 
unteerism. 

I  went  out  and  spoke  to  high  schools  in  my  district  about  this 
program,  and  I  thought  I  would  get  a  great  reaction.  And  one  of 
the  smart  kids — and  we  often  learn  things  from  the  youngsters — 
said  "wait  a  minute.  Wouldn't  I  earn  more  at  another  job  than  tak- 
ing this  money  from  national  service  and  going  to  school?  This 
doesn't  make  sense." 

So  I  think  we  have  to  be  very  careful  in  talking  about  that  the 
national  service  program  doesn't  just  become  a  program  of  service 
for  those  who  can  afford  it  and  that  those  who  are  struggling  to  get 
by  see  this  not  as  an  opportunity  but  as  a  choice  that  doesn't  really 
make  sense  for  them.  And  I  think  the  service  component  and  the 
value  of  committing  yourself  to  community  service  has  to  be  truly 
stressed  because  the  compensation  and  the  scholarship  support 
that  is  provided  by  national  service  may  not  be  enough  incentive 
to  those  who  are  struggling  to  get  through  and  to  find  the  funds 
to  pay  for  a  college  education. 

How  would  you  respond? 

Mr.  Scheibel.  Well,  as  mayor  of  Saint  Paul,  I  tried  to  visit  a 
school  each  week,  including  the  five  colleges  within  the  city  limits. 
And  even  before  I  received  this  appointment,  I  always  talked  about 
community  involvement  and  community  service.  I  chaired  for  the 
U.S.  Conference  of  Mayors  their  Task  Force  on  Hunger  and  Home- 
lessness  and  would  always  talk  with  the  young  students  about 
those  conditions. 
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I  was  greatly  encouraged  by  the  number  of  people,  of  young  stu- 
dents, whether  it  was  starting  in  first  grade  or  college  students, 
when  I  would  ask,  "How  many  of  you  would  like  the  opportunity 
to  serve  and  take  a  year  off  or  two  years  off  and  give  something 
back  and  work  in  your  community?"  And  each  year  I  saw  more  and 
more  of  a  positive  response.  And  I  didn't  even  mention  the  edu- 
cational award. 

When  the  Corporation's  legislation  was  going  through  Congress 
last  year,  when  I  would  do  my  little  talks  I  would  say,  "How  many 
of  you  would  like  to  receive  roughly  $5,000  after  your  service  in  ad- 
dition to  some  kind  of  living  allowance?"  There  was  a  big  response 
that  cut  across  all  kinds  of  lines.  It  was  not  only  those  that  maybe 
came  from  wealthier  neighborhoods  but  people  that  came  from 
some  of  our  low-income  neighborhoods.  And  that  is  one  of  our  goals 
for  the  Corporation:  to  really  have  our  participants  reflect  and  be 
a  mirror  of  the  people  throughout  this  country. 

Mrs.  LOWEY.  Well,  I  thank  you.  And  in  my  experience  with  this 
I  think  we  really  must  focus  on  the  community  service  aspect  be- 
cause there  are  other  ways  to  get  student  loans  and  scholarships 
and  what  makes  this  unique,  this  program  unique,  is  the  oppor- 
tunity for  those  in  our  communities  to  do  community  service,  be- 
cause it  is  so  necessary. 

Mr,  Chairman. 

Mr.  Smith.  Yes,  I  have  two  or  three  questions. 

NEED  FOR  FEDERAL  PROGRAM 

If  we  didn't  have  this  program  in  some  communities  there  would 
be  similar  programs.  Do  you  have  any  judgment  as  to  how  wide- 
spread this  kind  of  program  would  be?  I  mean,  a  comparison  if  you 
didn't  have  the  program  compared  to  having  the  program? 

Mr.  Scheibel.  Mr.  Chairman,  I  think  I  was  probably  one  of  the 
best  examples.  Just  like  Minnesota:  volunteerism  becomes  a  way  of 
life,  whether  it  is  through  a  church  or  a  synagogue  or  through 
school.  There  are  a  lot  of  ways  that  people  participate  in  their  com- 
munity. 

Specifically,  I  would  describe  the  Action  programs — the  Senior 
Corps  and  VISTA — as  one  opportunity  of  many.  I  wouldn't  say  to 
you  that  people  would  stop  volunteering  without  these  programs. 
This  group  of  Foster  Grandparents  behind  me  probably  would  not 
stop  going  to  the  Head  Start  center  or  the  child  care  center,  wher- 
ever they  are  volunteering.  But  if  you  were  to  ask  these  Foster 
Grandparents  whether  that  $2.45  per  hour  of  service  makes  a  dif- 
ference, they  would  probably  say  yes.  I  would  ask  them,  "Do  you 
do  it  for  the  $2.45?  But,  on  the  other  hand,  does  that  $2.45  help 
you  to  be  able  to  volunteer  day  after  day?" 

And  so  I  think  that  is  the  strength  of  the  program.  The  people 
don't  get  rich,  whether  they  are  a  VISTA  Volunteer  or  Foster 
Grandparent,  but  I  think  our  programs  encourage  people  like  our 
Foster  Grandparents  and  others  to  participate. 

Mr.  Smith.  Well,  what  I  have  found — I  go  clear  back  to  the  pov- 
erty program.  We  increased  the  poverty  program  too  fast,  and  we 
killed  it  by  doing  so. 

We  have  a  clinical  program  for  law  schools  now.  These  students, 
once  they  have  been  in  that  program,  they  find  an  enjoyment  from 
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helping  people,  and  then  they  want  to  go  to  the  legal  services  and 
make  a  third  as  much  as  they  could  make  in  law  practice  at  least 
for  two  or  three  years. 

In  other  words,  it  is  an  exposure  to  helping  people  that  simulates 
in  people  the  desire  to  go  and  help  people.  That  is  the  initial  thing 
we  need  to  do  is  give  them  that  one-time  experience,  and  they  will 
take  care  of  it  themselves. 

I  have  talked  to  senior  citizens,  for  example,  who  just  love  going 
to  children's  programs  now  because  that  is  their  life.  But  had  they 
not  been  exposed  to  it,  they  would  never  have  done  it. 

I  guess  what  I  am  getting  at — well,  I  will  go  one  more  step  on 
the  WIN  program.  We  did  that  in  Iowa  with  $2,000,  the  same  type 
thing  with  $2,000  per  trainee.  After  it  became  a  Federal  program, 
it  was  $12,000  per  trainee,  and  we  got  a  sixth  as  much  out  of  it 
as  if  we  had  done  it  the  other  way. 

SIZE  OF  PROGRAM  INCREASES 

When  you  ask  for  a  40  percent  increase,  is  that  too  fast?  Is  that 
going  to  be  used  to  expose  a  lot  more  people  to  this  first-time  expe- 
rience? How  do  you  summarize  that? 

Mr.  SCHEIBEL.  Well,  Mr.  Chairman,  some  of  the  percentage  in- 
creases seem  high.  In  part  that  was  due  to  my  belief  that  these 
programs  were  not  adequately  funded  or  funded  at  the  level  they 
should  have  been  funded  in  the  past  years.  And  particularly  the 
programs  that  I  have  talked  about  today  have  a  long  history,  a  long 
tradition. 

This  year  the  Senior  Companion  Program  is  20  years  old.  We  are 
going  to  celebrate  the  30th  anniversary  of  VISTA.  And  we  have, 
through  the  Action  agency,  a  structure  and  a  system  set  up  so  we 
can  have  effective  programs.  So  my  answer  would  be,  no,  this  is  not 
expanding  too  fast.  I  would  encourage  support  for  the  budget  re- 
quest just  because  the  programs  are  so  cost-effective. 

And,  Mr.  Chairman,  if  you  would,  consider  the  RSVP  program, 
which  has  now  over  440,000  volunteers  and  costs  roughly  50  cents 
an  hour.  Partly  what  we  provide  is  that  infrastructure.  But  I  sus- 
pect that  those  440,000  people  would  find  a  way  to  volunteer  one 
way  or  the  other. 

But  people  need  to,  one,  know  where  to  volunteer.  At  times  peo- 
ple need  training.  You  need  people  to  get  people  to  the  right  places. 
And  that  is  why  RSVP  is  very  effective.  It  takes  project  directors, 
it  takes  somebody  identifying  the  sites,  working  with  the  sites  to 
make  sure  that  seniors  and  other  volunteers  are  utilized  as  much 
as  possible. 

I  would  say  if  you  look  at  the  entire  Federal  budget  and  you  look 
at  these  volunteers  and  these  participants,  it  is — at  least  in  my 
mind — certainly  the  most  cost-effective  use  of  dollars  around. 

Mrs.  Lowey.  Thank  you.  And  thank  you  very  much  for  your  tes- 
timony. We  appreciate  it.  And  there  are  other  questions  that  will 
be  submitted  to  you,  and  we  would  appreciate  a  response. 

Mr.  SCHEIBEL.  We  will  do  that,  thank  you. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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MERGER  WITH  CORPORATION  FOR  NATIONAL  AND  COMMUNITY  SERVICE 


Mr.  Natcher: 

Mr.  Scheibel: 

Mr.  Natcher: 

Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


Provide  a  table  for  1993-1995  that  displays 
funding  for  all  of  the  programs  under  the 
Corporation  for  National  and  Community  Service. 

We  have  provided  a  chart  for  the  record. 

What  role  have  ACTION  staff  played  in  the  start 
up  of  the  new  national  service  programs  under 
the  Corporation  for  National  and  Community 
Service? 

ACTION  staff  have  played  a  number  of  different 
roles  in  the  start  up  of  the  new  national 
service  programs.   First,  ACTION  State  Directors 
have  served  as  Interim  State  Representatives  for 
the  Corporation,  and  have  provided  assistance  in 
creating  and  forming  State  Commissions.   In  this 
role,  ACTION  State  Directors  serve  as  nonvoting 
members  of  State  Commissions.   Second,  ACTION 
administrative  staff  have  assumed  certain 
responsibilities  for  the  support  functions  of 
the  Corporation,  ranging  from  personnel  to 
budgeting  and  finance.   Third,  ACTION  program 
staff  have  been  involved  in  efforts  to  integrate 
the  various  programs  of  the  Corporation  to 
assure  that  the  overall  mission  of  the 
Corporation  is  achieved. 

What  is  the  amount  of  program  administration 
funding  and  staffing  that  is  supported  by  the 
Labor/HHS  appropriations  compared  to  the  VA/HUD 
appropriations  in  1994  and  1995?   Explain  the 
basis  for  this  allocation. 

In  fiscal  year  1994,  ACTION  has  $30,936,000  in 
its  program  administration  allocation,  with  a 
full-time  equivalent  employment  (FTE)  ceiling  of 
404;  the  FY  1995  request  is  for  $32,500,000  and 
404  FTE.   The  VA/HUD  appropriation  for  the 
Corporation  contains  $14,000,000  in  program 
support  (plus  $11,000,000  for  State  Commissions) 
and  a  ceiling  of  98;  for  FY  1995  the  Corporation 
has  requested  $14,700,000  for  program  support 
(and  $14,000,000  for  State  Commissions),  with  a 
ceiling  of  98. 

The  allocation  reflects  the  pre-merger 
distribution  of  resources  to  administer  both  the 
ACTION  organization  and  the  start-up  of  the 
Corporation  for  National  and  Community  Service. 
We  expect  shifts  in  these  resources  during  the 
first  year  following  the  merger  of  ACTION  with 
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Corporation  for  National  and  Community  Service 

Budget  Authority  in  President's  FY  1 995  Budget 

Dollars  in  thousands 


NATIONAL  AND  COMMUNITY  SERVICES  ACT  ACTIVITIES 

Activity  1 :  National  Service  Trust 

Activity  2:  AmeriCorps  Grants 

Activity  3:  Innovation,  Assistance,  and  Other 

Activity  4:  Audits  and  Evaluations 

Activity  5:  Civilian  Community  Corps  3/ 

Activity  6:  Service  Learning/Higher  Education 

A.  1.   School- based  Service  Learning 
2.  Community- based  Service  Learning 

B.  Higher  Education  Programs 

Activity  7:  NCSA  Program  Administration 
Corporation  Administration 
State  Commission  Grants 

Activity  8:   Points  of  Light  Foundation 

Subtotal,  National  and  Community  Service  Act  1/  2/ 

DOMESTIC  VOLUNTEER  SERVICE  ACT  ACTIVITIES 

Activity  9:  Volunteers  in  Service  to  America 
VISTA 

VISTA  Literacy  Corps 
University  Year  for  VISTA 
Student  Community  Service  Program 

Activity  10:  Special  Volunteer  Program* 

Activity  1 1 :  National  Senior  Volunteer  Corps 
Retired  and  Senior  Volunteer  Program 
Foster  Grandparent  Program 
Senior  Companion  Corps 
Senior  Demonstration  Programs 

Activity  12:  D VS A  Program  Administration 

Subtotal,  Domestic  Volunteer  Service  Act  1/  4/ 

Activity  13:  Inspector  General  (Funded  in  DVSA  in  93  and'94) 

TOTAL.  CORPORATION 

Full-time  Equivilant  Employment 
National  and  Community  Service  Act  Activities 
Domestic  Volunteer  Service  Act  Activities 
Inspector  General  (DVSA  funded  in  93  and  94) 
Civilian  Community  Corps 

1/  Funding  history,  FY  1993: 

DVSA  programs  funded  in  ACTION,  from  Labor.  HHS,  Education  appropriation 
$77.5  million  appropriated  for  NCSA  programs.   Program  activities  do  not  match  current  ones. 
$5  million  for  Points  of  Light  Foundation  funded  in  Executive  Office  of  the  President 
In  addition,  $7.5  million  carryover  NCSA  funds  were  available,  $40  million 
were  available  from  DOD  and  $2  million  from  FEMA 

2/  Effect  of  $5,000,000  rescission  pending,  not  reflected  in  the  FY  1 994  figures. 

3/  Funds  for  Civilian  Community  Corps  appropriated  to  Department  of  Defense  in  FY  1993:  funds 
were  determined  by  OMB  to  be  available  for  two  years,  and  will  be  obligated  in  FY  1994. 

4/  DVSA  programs  funded  in  ACTION  in  FY  1 994 


1/ 

1993 

1994 

1995 

Change 
'95  -   94 

94.500 

155.900 

61.400 

1 55.500 

262,100 

106.600 

35.000 

75.000 

40.000 

5,000 

7,000 

2,000 

10.000 

21,000 

11.000 

40,000 

25,500 

4.500 

10,000 

55,000 

33.200 

6.800 

15.000 

15.000 
7.700 
2.300 
5.000 

25,000 
14.000 
11.000 

29.400 
14,700 
14,700 

4,400 

700 

3.700 

5,000 
370.000 

5,000 
610.400 



77.500 

240.400 

40.634 

34.667 

5.009 

958 

42.892 

37.883 

5.009 

59.600 

53.000 

5.600 

1.000 

16,708 

15.117 

591 

1.000 

982 

_  _  _ 

1,000 

145.900 

38,700 

71,600 

34.600 

1.000 

1.000 

128.038 
33.686 
64.804 
29.548 

130.326 
34.436 
66.117 
29.773 

15.574 
4.264 
5.483 
4.827 
1.000 

30,936 

30.936 

32.500 

1.564 

200.590 

204.154 

239.000 

34.846 

936 

944 

1.000 

56 

279.026 

575.098 

850.400 

275.302 

436 
23 

401 
12 

589 
98 

404 
12 
75 

589 

98 

404 

12 

75 

_— _ 
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Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 

Mr.  Scheibel: 
Mr.  Natcher: 


Mr.  Scheibel: 


the  Corporation,  and  we  anticipate  reflecting 
this  shift  in  subsequent  budgets. 

Describe  the  number  of  staff  and  offices  which 
comprise  the  ACTION  field  structure. 

Currently  the  Agency  has  9  regional  offices  and 
48  state  offices,  with  a  total  on-board  staff  of 
255  —  97  in  the  regional  offices  and  158  in  the 
states. 

How  will  the  structure  and  responsibilities  of 
ACTION  field  offices  changes  as  a  result  of  the 
merger? 

We  are  in  the  process  of  reviewing  the  structure 
and  responsibilities  of  the  ACTION  field 
offices.   As  I  indicated  earlier,  to  a  certain 
extent  the  responsibilities  of  state  offices 
have  already  changed  as  the  State  Directors  are 
serving  as  Interim  Corporation  Representatives. 
We  do  anticipate  future  changes  as  well  and  will 
inform  the  Committee  as  they  occur. 

Do  you  have  any  future  plans  to  RIF  (Reduction 
in  Force)  ACTION  personnel  or  close  offices 
under  the  new  organizational  structure? 

We  do  not  have  any  plans  to  RIF  personnel  or 
close  offices.   As  I  indicated,  we  are  in  the 
process  of  determining  the  best  possible 
organizational  structure  to  carry  out  the 
mission  of  the  Corporation.   When  these  plans 
are  finalized,  we  will  inform  the  Committee. 

Insert  at  this  point  in  the  record  a  copy  of  the 
February  28,  1994  letter  to  the  Committee  from 
Eli  Segal. 

We  have  provided  a  copy  of  the  letter  for  the 
record. 

After  the  President's  Budget  was  transmitted  to 
the  Congress  last  month,  the  Administration 
decided  that  effective  April  4  of  this  year, 
ACTION  will  be  merged  into  the  new  Corporation 
for  National  and  Community  Service  along  with 
the  national  service  programs  that  are  funded  in 
the  VA/HUD  appropriation.   Does  funding  the 
Corporation  in  two  separate  appropriations  bills 
present  any  problems  or  complications  for  the 
agency? 

As  the  Committee  is  aware,  many  agencies  receive 
their  funding  from  more  than  one  appropriations 
bill.   In  general,  we  view  this  matter  as  a 
responsibility  of  the  Congress  to  determine.   I 
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Corporation  For 

National 

/.  r     AND 

Community 
service 


February  28,  1994 

The  Honorable  William  Natcher 

Chairman 

Subcommittee  on  Labor,  Health  and  Human 

Services,  Education,  and  Related  Agencies 
Committee  on  Appropriations 
2  3  58  Rayburn  House  Office  Bldg. 
Washington,  D.C.  20515-6024 

Dear  Mr.  Chairman: 

The  National  and  Community  Service  Trust  Act  of  1993, 
P.L.  103-82,  requires  the  Corporation  for  National  and  Community 
Service  to  merge  with  the  ACTION  agency  within  18  months  of  the 
enactment  of  the  statute.   I  am  writing  to  inform  you  that,  after 
extensive  study  and  review,  I  have  determined  the  Corporation's 
best  interests  are  served  by  a  formal  merger  of  the  Corporation 
and  ACTION  on  April  4,  1994. 

The  formal  merger  has  several  short-term  impacts.   By 
statute,  for  one  year  following  the  merger,  no  former  ACTION 
personnel  may  be  separated,  reduced  in  grade  or  pay,  or  have 
their  benefits  reduced  as  a  result  of  the  merger.   At  the  time  of 
the  merger,  all  vacancies  in  the  Corporation  will  be  filled 
through  an  appropriate  interim  hiring  authority  and  ultimately 
through  a  new  alternative  personnel  system  being  designed  by  the 
Corporation.   In  addition,  the  merger  will  change  the 
organizational  reporting  for  some  individuals  and  departments. 
Any  additional  reorganization  will  take  place  at  a  later  date. 

The  merger  will  not  affect  any  action  pending  before  the 
ACTION  agency,  including  any  notice  of  proposed  rulemaking, 
pending  grant  applications,  or  legal  suit  or  other  proceeding. 

I  believe  that  achieving  this  merger  will  allow  the 
Corporation  to  move  forward  in  a  manner  that  makes  most  effective 
use  of  all  resources  to  create  a  national  service  initiative  of 
which  we  can  all  be  proud. 

If  you  have  any  questions,  please  do  not  hesitate  to  call 
Gene  Sofer  at  (202)  606-5000  (X246) . 

Sincerely, 


Eli  J.  Segal 

Chief  Executive  Officer 


i  ioo  Vermont  Avenue,  NW  •  Washington,  DC  20525 
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Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 
Mr.  Scheibel: 


would  note,  however,  that  it  is  very  important 
that  the  Congress  enact  the  overall  funding 
requested  in  the  President's  Budget.   Further, 
it  is  very  important  that  the  Congress  and  the 
Administration  continue  to  agree  on  the  broad 
directions  and  policies  for  national  service. 
It  would  be  problematic  if  the  Corporation 
receives  conflicting  guidance  from  different 
Members  or  Committees  within  the  Congress. 

STAFFING 

Given  that  ACTION  is  being  merged  with  a  new 
organization,  how  is  the  President's  executive 
order  to  reduce  federal  staffing  being  applied? 

The  total  budget  request  for  the  Corporation  is 
within  the  President's  overall  staffing 
guidance.   The  reduction  required  by  the 
Executive  Order  was  applied  to  existing  programs 
and  organizations,  that  is,  ACTION,  and  the 
request  for  other  Corporation  staff  reflects  the 
start-up  nature  of  the  activity. 

What  are  your  ceiling  and  budgeted  staffing 
levels  for  1993  through  1995? 

The  initial  FY  1993  estimate  of  ACTION'S  full- 
time  equivalent  employment  (FTE)  ceiling  was 
417;  our  final  report  to  the  Office  of  Personnel 
Management  indicated  a  total  of  402  FTE 
generated.   In  fiscal  year  FY  1994  the  Agency's 
FTE  ceiling  is  404;  in  FY  1995,  the  ceiling  is 
also  404.   Our  current  appropriation  and  our 
request  for  FY  1995  include  sufficient  funds  for 
these  FTE  levels. 


VOLUNTEER  RECRUITMENT 


Mr.  Natcher: 


Mr.  Scheibel: 


Provide  information  on  the  statutory 
requirements  for  recruitment,  and  include  the 
staffing  and  funding  levels  for  this  activity 
for  1990  -  1995. 

The  Domestic  Volunteer  Service  Act  stipulates 
that,  for  each  fiscal  year  since  1991,  the 
Agency  is  required  to  obligate  not  less  than  1.5 
percent  of  the  amounts  appropriated  for  VISTA 
and  Literacy  Corps  for  recruitment  and  public 
awareness  activities.   The  Act  also  requires 
that  there  be  an  office  in  the  Agency 
headquarters  responsible  for  all  functions 
related  to  the  recruitment  and  placement  of 
volunteers,  with  additional  headquarters  and 
field  staff  necessary  to  carry  out  the  functions 
in  a  timely  and  effective  manner. 
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Currently  there  are  13  full-time  staff  positions 
allocated  to  the  recruitment  and  placement  of 
VISTA  Volunteers;  this  structure  has  been  in 
place  since  fiscal  year  1991.   The  positions 
include  the  Administrator  of  Recruitment  and 
Placement,  the  Recruitment  Coordinator,  the 
Evaluation  and  Placement  Coordinator,  a 
Volunteer  Recruitment  Assistant  (currently 
vacant),  and  one  recruiter  in  each  of  the  nine 
regional  offices.   All  of  the  current  staff 
members  are  former  VISTA  Volunteers. 

We  have  provided  a  chart  for  the  record  showing 
the  funds  allocated  to  public  awareness, 
recruitment,  and  placement  activities  for  fiscal 
years  1991  through  1995.   Because  the  1.5 
percent  stipulation  did  not  apply  in  fiscal  year 
1990,  separate  records  on  obligations  for  these 
activities  were  not  kept  that  year. 

FUNDING  FOR  VOLUNTEER  RECRUITMENT 


Fiscal 

L 

iteracy 

Year 

VISTA 

Corps 

Total 

1991 

$415,000 

$ 

69,000 

$484,000 

1992 

487,000 

72,000 

559,000 

1993 

509,000 

72,000 

581,000 

1994 

568,000 

75,000 

643,000 

1995 

795,000 

84,000 

879,000 

PROGRAM  EVALUATION 


Mr.  Natcher: 


Mr.  Scheibel: 


How  often  are  the  VISTA  and  senior  programs 
evaluated?   Provide  a  list  of  the  most  recent 
and  planned  evaluations  for  each  program. 

The  Domestic  Volunteer  Service  Act  (DVSA) 
requires  ACTION  to  evaluate  each  of  its  programs 
(including  VISTA  Literacy  Corps)  every  three 
years.   We  have  provided,  for  the  record,  two 
tables  showing  the  schedule  for  evaluation 
reports.   Resource  allocation  decisions  made  by 
the  previous  administration  have  delayed  the 
evaluations  in  some  program  areas,  but  we  are 
now  on  schedule  to  have  current  evaluations  (no 
more  than  three  years  old)  in  every  program. 
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ACTUAL  OR  PROJECTED  PUBLICATION  DATES  FOR  INTERIM  AND  FINAL  REPORTS  ON 
ACTION  EVALUATIONS,  FY  1991  -  FY  1995 

Program 

FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

VISTA 

Final 

Start 

VISTA  LIT 

Final 

Start 

Final 

FGP 

Final 

RSVP 

Final 

Start 

SCP 

Interim 

Interim 

Final 

RECENT  EVALUATION  REPORTS 


Program 
VISTA 


Literacy- 
Corps 

Foster 
Grandparent 
Program  (FGP) 


Date  of 
Report 

December, 
1992 

May,  1993 


November, 
1993 


August, 
1991 

April,  1994 


Retired        June,  1992 
Senior  Volunteer 
Program  (RSVP) 


Senior 
Companion 
Program  (SCP) 


May,  1994 


May,  1994 


Title  of  Evaluation 
VISTA  Volunteer  Pre-Service  Orientation 


An  Evaluation  Report  on  Volunteers  in 
Service  America 

An  Evaluation  Report  on  the  Volunteers  in 
Service  to  America  Summer  Associates 
Program 

An  Evaluation  Report  on  the  VISTA  Literacy 
Corps 

An  Evaluation  Report  on  the  Foster 
Grandparent  Program 


An  Evaluation  Report  on  the  Retired  Senior 
Volunteer  Program:   Activities  in 
in  Alcohol  and  Drug  Abuse  Prevention 
Education 

The  Senior  Companion  Program  and  Visiting 
Nurse  Associations  of  America,  Public- 
Private  Partnership  Program:   An 
Evaluation 

Evaluation  of  the  SCP/AoA  Joint  Initiative 
for  the  Vulnerable  Elderly  Program 
(Final  Report) 
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Mr.  Natcher: 
Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


PROJECT  MONITORING 

How  often  are  the  monitoring  visits  of  projects 
conducted  for  VISTA  and  senior  programs? 

Most  VISTA  and  senior  programs  are  monitored 
once  each  year.   This  year,  a  new  "project  site 
visit  system"  which  incorporates  monitoring, 
technical  assistance,  and  program  information 
exchange,  was  implemented.   This  system  is 
comprised  of  "modules"  addressing  such  issues  as 
program  activities,  fiscal  and  administrative 
issues,  and  community  involvement.   Based  on  a 
review  of  program  and  fiscal  reports  from  the 
project  directors,  and  other  project 
information,  a  determination  is  made  by  the 
Corporation  State  Program  Office  staff  person 
responsible  for  project  oversight  as  to  whether 
a  monitoring  project  site  visit  is  required,  and 
which  of  the  site  visit  modules  should  be 
utilized. 

SERVICE  YEAR  COSTS 

What  are  the  average  cost  per  VSY  for  VISTA, 
FGP,  and  SCP  for  1990-1995?   (Include  the  cost 
of  educational  awards  for  VISTA  volunteers  that 
is  funded  in  AmeriCorps  National  Service  Trust 
under  the  VA/HUD  appropriations  act.) 

We  have  provided  a  table  for  the  record  showing 
service  year  costs  for  VISTA  (including  Literacy 
Corps),  FGP  and  SCP. 


SERVICE  YEAR  COSTS 


Fiscal  Year 


VISTA  FGP 


SCP 


1990 

$  8,953 

$  3,260 

$  3,438 

1991 

10,317 

3,475 

3,542 

1992 

11,051 

3,619 

3,687 

1993 

11,756 

3,579 

3,664 

1994 

14,621 

3,574 

3,774 

1995 

15,368 

3,616 

3,819 

Mr.  Natcher: 


Insert  at  this  point  in  the  record,  a  historical 
table  on  VISTA  since  the  program  was  established 
which  shows  the  funding  level,  the  number  of 
volunteers,  and  the  average  cost  per  volunteer. 


Mr.  Scheibel: 


The  chart  we  have  provided  for  the  record  shows 
the  average  cost  per  volunteer  service  year,  as 
that  is  the  measure  we  use  for  the  VISTA 
program;  beginning  with  fiscal  year  1987  the 
figures  include  both  VISTA  and  VISTA  Literacy 
Corps.   For  fiscal  years  1994  and  1995  we  have 
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provided  VSY  costs  both  with  and  without  the 
funds  for  the  educational  awards. 

VISTA  FUNDING  AND  SERVICE  YEARS 


Fiscal 

Budget 

Service 

Cost  Per 

Year 

(in  millions) 

Years 

Service  Year 

1965 

3.0 

50 

$60,000 

1966 

13.0 

1,715 

7,580 

1967 

21.0 

3,661 

5,736 

1968 

24.0 

4,061 

5,664 

1969 

25.0 

4,130 

6,053 

1970 

27.1 

4,487 

6,040 

1971 

29.0 

4,257 

6,812 

1972 

22.9 

4,030 

5,682 

1973 

25.2 

3,928 

6,415 

1974 

22.0 

4,253 

5,173 

1975 

23.2 

4,580 

5,066 

1976 

22.2 

4,170 

5,324 

1977 

22.6 

4,271 

4,245 

1978 

25.6 

4,466 

5,732 

1979 

25.6 

4,016 

6,375 

1980 

30.0 

3,982 

7,534 

1981 

30.6 

4,208 

7,272 

1982 

16.0 

2,227 

7,185 

1983 

11.8 

1,728 

6,829 

1984 

15.0 

2,000 

7,500 

1985 

17.0 

2,200 

7,727 

1986 

18.2 

2,413 

7,542 

1987 

21.0 

2,637 

7,964 

1988 

22.7 

2,843 

7,773 

1989 

24.4 

2,950 

8,271 

1990 

28.0 

3,135 

8,931 

1991 

34.8 

3,372 

10,320 

1992 

37.4 

3,384 

11,052 

1993 

39.5 

3,361 

11,752 

1994 

42.9 

3,580 

11,983 

with 

award  52.4 

3,580 

14,621 

1995 

58.6 

4,550 

12,879 

with 

award  69.9 

4,550 

15,368 

VISTA 


Mr.  Natcher: 


Can  you  tell  us  how  many  people  applied  to  be 
VISTA  volunteers  last  year,  and  the  actual 
number  of  new  volunteers? 


Mr.  Scheibel: 


Mr.  Natcher: 


The  total  number  of  VISTA  inquiries  to  the  "1- 
800"  recruitment  line  in  FY  1993  was  10,363. 
The  total  number  of  VISTA  applications  received 
in  FY  1993  was  6,528.   The  total  number  of  new 
VISTA  Volunteers  placed  was  2,930. 

What  evidence  do  you  have  which  indicated  VISTA 
has  the  capacity  to  expand  40%  in  1995  and  still 
maintain  high  quality  projects? 


31 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


The  requested  increase  of  961  volunteer  service 
years  (3,150  to  4,111)  between  FY  1994  and  FY 
1995  can  easily  be  accommodated  within  the  VISTA 
program  since  we  already  have  5,240  approved 
positions  which  are  currently  less  than  two- 
thirds  full.   Thus,  even  without  any  new  project 
development,  we  can  easily  expand  the  size  of 
the  program  without  sacrificing  quality. 

What  are  the  requirements  of  the  authorizing 
legislation  regarding  the  minimum  number  of 
VISTA  volunteers  in  1995,  and  what  is  the 
funding  increase  required  to  reach  this  target? 

The  authorizing  legislation  requires  a  minimum 
of  4,000  VISTA  volunteer  service  years  in  FY 
1995,  including  standard  VISTA,  the  VISTA 
Literacy  Corps,  and  summer  programs.   This  would 
be  an  increase  of  420  service  years  over  the  FY 
1994  level.   The  funding  increase  over  FY  1994 
required  to  support  this  level  would  be 
approximately  $5,400,000. 

In  1994,  funds  are  reprogrammed  from  Part  B  and 
C  of  Title  I  to  the  VISTA  program  in  compliance 
with  the  authorization.   Insert  in  the  record  at 
this  point  a  copy  of  the  November  19,  1993 
letter  from  Gary  Kowalczyk  notifying  the 
Committee  of  this  action. 

As  requested,  we  have  provided  a  copy  of  the 
letter  for  the  record. 


Mr.  Natcher: 


Mr.  Scheibel: 


If  the  Committee  cannot  fund  the  statutory 
minimum  number  of  VISTA  volunteers  in  1995, 
would  you  support  blocking  the  automatic 
transfer  authority  in  order  to  fund  the 
University  Year  and  Special  Volunteer  programs? 

We  support  the  University  Year  for  VISTA  and 
Special  Volunteer  Program  efforts  and  would  like 
to  see  these  programs  funded,  but  we  would  not 
support  blocking  the  automatic  transfer 
authority  which  we  feel  preserves  volunteer 
levels  in  the  larger,  more  established  VISTA 
program. 


Mr.  Natcher: 


EDUCATIONAL  AWARDS 

Can  you  review  for  the  Committee  your  estimates 
for  1994  of  the  percentage  of  VISTA  volunteers 
who  will  choose  the  new  educational  award  which 
accrues  at  $4,725  per  year,  instead  of  the 
normal-post  service  stipend  which  accrues  at 
approximately  $1,200  per  year? 
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November  19,  1993 

The  Honorable  William  Natcher 

Chairman,  Subcommittee  on  Labor,  Health  and 

Human  Services,  Education,  and  Related  Agencies 
Committee  on  Appropriations 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

This  letter  is  to  inform  the  Committee  of  the  Agency's  plans 
with  respect  to  certain  funds  made  available  in  fiscal  year  1994 
under  appropriations  for  programs  under  title  I  of  the  Domestic 
Volunteer  Service  Act  (DVSA) . 

As  background,  the  fiscal  year  1994  Conference  Report  on  the 
appropriations  bill,  in  the  all-purpose  activity  table 
accompanying  the  report,  identifies  the  following  amounts  for 
programs  under  title  I  of  the  DVSA: 

VISTA  (part  A  of  title  I  of  the  DVSA)...  $35,942,000 
VISTA  Literacy  Corps  (section  109  of 

part  A  of  title  I  of  the  DVSA) 5,009,000 

University  Year  for  VISTA  (part  B  of 

title  I  of  the  DVSA) 958 ,  000 

Special  Volunteer  Programs  (part  C  of 

title  I  of  the  DVSA) 982 ,  000 

Subtotal $42,891,000 

The  Conference  Report  deleted  the  House  bill  language  that 
earmarked  specific  amounts  for  the  VISTA  program  and  part  C  of 
title  I,  as  was  the  case  in  the  prior  year. 

The  National  and  Community  Service  Trust  Act  of  1993,  Public 
Law  103-82,  states: 

"Of  the  amounts  appropriated  under  this  section  for  parts  A, 
B,  and  C  of  title  I,  including  section  124,  there  shall 
first  be  available  for  part  A  of  title  I,  including  sections 
104(e)  and  109,  an  amount  not  less  than  the  amount  necessary 
to  provide  3,700  volunteer  service  years  in  fiscal  year 
1994,  4,000  volunteer  service  years  in  fiscal  year  1995,  and 
4,500  volunteer  service  years  in  fiscal  year  1996." 


i  too  Vermont  Avenue,  NW  •  Washington,  DC  20525 
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The  amounts  available  under  the  Conference  Report  for  fiscal 
year  1994  for  part  A,  including  section  109,  will  produce  an 
estimated  3,353  volunteer  service  years,  or  347  less  than  the 
amount  specified  in  the  National  and  Community  Service  Trust  Act. 
In  order  to  comply  with  the  authorization  language  but  yet  come 
as  close  as  possible  to  your  guidance,  we  will  use  the  $1,940,000 
available  for  parts  B  and  C  to  produce  additional  service  years 
under  part  A.   Specifically,  we  will  use  $1,880,000  for  part  A 
programs  and  $60,000  for  section  109  under  part  A  to  produce  an 
additional  158  volunteer  service  years,  or  a  total  of  3,511 
volunteer  service  years  with  fiscal  year  1994  appropriations. 

ACTION  will  use  the  additional  service  years  under  VISTA  to 
focus  on  the  needs  of  low-income  communities  in  areas  such  as 
homelessness,  illiteracy,  unemployment,  drug  and  alcohol  abuse, 
and  violence  reduction.   There  will  be  no  monies  available  for 
parts  B  and  C  of  title  I.   As  a  result,  the  Agency  will  not  be 
able  to  initiate  the  University  Year  for  VISTA  program  (part  B) , 
where  students  at  postsecondary  institutions  would  be  offered  the 
opportunity  to  engage  in  full-time  VISTA  service  for  an  academic 
semester  or  year.   Further,  the  Agency  will  not  be  able  to  make 
4  0  grants  originally  planned  under  Special  Volunteer  Programs 
(part  C) ,  to  demonstrate  innovative  volunteer  approaches  to 
solving  community  problems. 

If  you  or  your  staff  have  any  questions  concerning  the 
above,  please  do  not  hesitate  to  contact  me.  As  always,  we 
appreciate  the  Committee's  strong  support  for  our  programs. 

Sincerely, 

Gary  Kowalczyk 
Acting  Director 
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Mr.  Scheibel: 


Mr.  Natcher: 


In  November,  1993,  we  conducted  a  survey  of  the 
intentions  of  all  VISTA  Volunteers  serving  in 
the  field  regarding  the  educational  award.   At 
that  time,  approximately  38  percent  indicated 
that  they  would  opt  for  the  educational  award 
over  the  end-of-service  stipend.   We  anticipate, 
however,  that  the  rate  will  increase  among  new 
training  entries  who  join  VISTA  right  after 
college.   We  have,  therefore,  projected  a  50 
percent  "educational  award  rate"  for  FY  1994  as 
well  as  FY  1995  while  recognizing  that  the  FY 
1995  projection  may  not  be  as  firm. 

How  much  has  been  reserved  in  the  National 
Service  Trust  for  educational  awards  to  VISTA 
volunteers  in  1994  and  1995?   How  are  these 
funds  invested  and  what  is  the  approximate 
interest  rate  they  will  earn? 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


We  have  reserved  an  e 
Trust  Fund  in  fiscal 
approximately  $11,340 
By  law,  these  funds  a 
securities,  including 
The  Fund  earns  the  de 
for  these  instruments 
investment.   In  gener 
are  set  based  on  the 
Fund.   We  anticipate 
rate  will  be  between 
1994  and  1995,  recogn 
of  the  Fund  in  fiscal 
until  late  January  of 


stimated  $9,450,000  in  the 
year  1994,  and 
,000  in  fiscal  year  1995. 
re  invested  in  Treasury 

bills,  notes,  and  bonds, 
signated  rate  of  interest 

for  the  period  of 
al,  the  investment  periods 
cash  flow  needs  of  the 
that  the  composite  interest 
4  and  5  percent  in  both 
izing  that  the  investment 

year  1994  did  not  begin 

this  year. 


How  much  of  a  budget  surplus  are  you  expecting 
this  year  due  to  VISTA  volunteers  choosing  the 
education  stipend  —  which  is  funded  in  a 
separate  appropriation  —  over  the  post-service 
stipend,  which  is  funded  in  this  appropriation? 
What  are  your  plans  for  spending  this  surplus? 

The  availability  to  VISTA  Volunteers  of  the 
educational  award  option  was  initiated  this  year 
on  March  1.   We  estimate  that  this  will  result 
in  a  budget  surplus  of  approximately  $900,000  in 
the  regular  stipend  budget.   These  resources  are 
being  used  to  support  special  training  events 
for  VISTA  project  supervisors  scheduled  for 
later  this  fiscal  year. 

What  is  the  amount  of  the  VISTA  subsistence 
allowance  and  how  does  it  compare  to  the 
allowance  for  the  other  AmeriCorps  volunteers? 

The  projected  average  annual  VISTA  subsistence 
allowance  per  volunteer  for  FY  1994  is  $7,644. 
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Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


This  compares  to  a  projected  FY  1994  average 
AmeriCorps  allowance  of  $7,640. 

How  much  pre-service  and  in-service  training  is 
provided  for  VISTA  volunteers  in  1993,  1994  and 
1995,  and  what  is  the  average  cost  per  trainee 
for  each  of  these  years? 

Approximately  four  days  of  pre-service 
orientation  was  provided  to  volunteers  in  fiscal 
years  1993  and  1994  with  a  similar  projection 
for  fiscal  year  1995.   The  average  cost  per 
trainee,  which  includes  travel,  per  diem,  and 
training  consultants,  is  $386,  $312,  and  $490 
for  fiscal  years  1993,  1994,  and  1995, 
respectively.   The  increase  in  FY  1995  is  due  to 
a  projected  increase  in  the  number  of 
nationally-recruited  volunteers,  as  well  as 
increased  use  of  training  consultants. 

SENIOR  PROGRAM  COST  INCREASES 

Your  budget  included  the  first  request  for  a 
significant  funding  increase  for  the  senior 
programs  that  this  Committee  has  seen  in  several 
years.   Can  you  provide  a  table  which  reviews 
the  expansions  proposed  for  each  of  the  senior 
programs  in  terms  of  number  of  projects  and 
volunteer,  and  how  they  compare  to  1993  and 
1994? 

The  requested  increases  represent  a  commitment 
by  the  current  Administration  to  the  principle 
of  service  as  an  instrument  to  help  communities 
better  determine  and  address  their  needs.   These 
programs  represent  a  very  cost-effective 
mechanism  for  doing  just  that. 

We  have  provided  two  tables  for  the  record  which 
display  the  proposed  expansion  in  FY  1995  and 
compare  FY  1995  with  fiscal  years  1993  and  1994. 
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PROPOSED  EXPANSIONS  IN  FY  1995 
NATIONAL  SENIOR  VOLUNTEER  CORPS 


PROGRAM 

NEW  FUNDING* 

PROJECTED 

NEW 

VSY'S**/VOL'S 

NEW 
PROJECTS**** 

AMOUNT 
(MILLIONS) 

INCREASE 
(%> 

FGP 

5.5 

8 

1,300  VSY'S 

4 

SCP 

4.8 

16 

1,170  VSY'S 

15 

RSVP 

4.3 

12 

12,000  VOL'S 

14 

DEMO 

1.0 

NA 

**  * 

4  + 

COMPARISON  OF  FY  1995  REQUEST 

WITH  FY  1993  AND  FY  1994  OPERATIONS 

NATIONAL  SENIOR  VOLUNTEER  CORPS 


FUNDING 
(000,000) 

VSY'S** /VOL'S 

(FEDERALLY  FUNDED) 

(000) 

PROJECTS**** 
(FEDERALLY  FUNDED) 

1993 

1994 

1995 

1993 

1994 

1995 

1993 

1994 

1995 

FGP 

64.8 

66.1 

71.6 

18.1 

18.5 

19.8 

262 

262 

266 

SCP 

29.5 

29.8 

34.6 

8.1 

7.9 

9.1 

147 

147 

162 

RSVP 

33.7 

34.4 

38.7 

440.7 

441.2 

453.9 

746 

746 

760 

DEMO 

N/A 

N/A 

1.0 

N/A 

N/A 

*  *  * 

N/A 

N/A 

4  + 

NSVC 

128.0 

130.3 

145.9 

466.9 

467.6 

482.8+ 

1155 

1155 

1192  + 

New  funding  will  support  both  new  projects  in  unserved  areas  and 
expansion  of  existing  projects. 

FGP  and  SCP  figures  are  Volunteer  Service  Years  (VSY's)  which  are 
equivalent  to  one  volunteer  serving  20  hours  per  week  for  a  total 
of  1,044  hours  per  year. 

The  number  of  volunteers  in  the  demonstration  area  will  depend  on 
the  mix  of  stipended  and  nonstipended  volunteers. 

The  number  of  projects  funded  in  the  demonstration  area  will 
depend  on  the  model  selected. 


Mr.  Natcher: 


What  is  the  percentage  increase  for  senior 
project  administration,  and  how  does  that 
compare  to  the  prior  two  years?   How  much  is 
included  in  the  budget  for  this  purpose  for  each 
program? 
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Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


For  1995,  RSVP  plans  a  4  percent  average 
administrative  cost  increase.   For  FGP  and  SCP, 
the  increase  is  also  estimated  at  4  percent  of 
the  administrative  portion  of  project  grants. 

To  respond  to  the  past  increases  part  of  your 
question,  funding  was  insufficient  to  support 
administrative  cost  increases  in  any  of  the 
three  programs  in  FY  1993  or  for  RSVP  and  SCP  in 
1994.   The  FGP  increase  in  FY  1994  represents 
approximately  4.3  percent  of  the  administrative 
portion  of  the  grants. 

Why  have  you  not  included  funds  to  increase  the 
stipend  for  the  Foster  Grandparents  and  Senior 
Companions  from  the  current  $2 . 45  per  hour  to 
authorized  amount  of  $2.50  per  hour? 

The  DVSA  Amendments  of  1993  established  the 
current  stipend  at  $2.45  with  one  adjustment  to 
be  made  prior  to  December  31,  1997,  to  "account 
for  inflation."   After  consultation  with  the  FGP 
and  SCP  Project  Directors,  we  determined  that  it 
was  of  primary  importance  in  FY  1995  to  support 
and  expand  volunteer  opportunities  through 
existing  projects  rather  than  increase  the 
stipend.   Some  of  the  factors  which  influenced 
this  decision  were:   (1)  the  relatively  low 
inflation  rates  experienced  in  calendar  1993  and 
projected  for  1994.   Recent  history  reflects  an 
11  percent  increase  from  1990  to  1992  ($.15 
increase  in  January  1991  to  $2.35  and  $.10 
increase  in  January  1992  to  $2.45);  and  (2)  the 
stipend  is  intended  to  offset  costs  of 
volunteering,  along  with  the  transportation, 
meals,  an  annual  physical  examination,  and 
insurance,  which  are  also  provided. 

We  will  further  assess  the  situation  in 
developing  our  request  for  FY  1996. 

What  can  you  tell  us  about  the  extent  to  which 
non-ACTION-funded  senior  projects  are  having 
trouble  maintaining  their  volunteer  levels  due 
to  the  lack  of  funds? 

The  Agency  is  closely  monitoring  this  situation. 
We  have  asked  our  Regional  and  State  Offices  to 
alert  us  of  any  anticipated  problems  so  that  we 
can  consider  possible  remedial  assistance.   We 
are  very  aware  of  the  need  to  bring  non- 
Federally-funded  projects  more  closely  into  the 
Agency  family  and  to  consider  their  needs  in  our 
planning.   We  have  been  exploring  ways  in  which 
we  can  do  that  most  effectively.   One  way  we  met 
these  needs  in  FY  1993  was  one-time  allocation 
of  a  portion  of  the  unused  funds  which  are 
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Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


Mr.  Natcher: 


Mr.  Scheibel: 


returned  by  individual  projects  throughout  the 
year. 

How  much  funding  would  be  needed  in  199S  to 
increase  the  FGP  and  SCP  stipend  from  $2.45  to 
$2.50  for  the  number  of  volunteers  assumed  in 
1995? 

The  cost  of  increasing  the  FGP  and  SCP  stipends 
of  Federally-funded  volunteers  from  $2.45  to 
$2.50  per  hour  in  FY  1995  would  be  approximately 
$1.5  million.   SCP  would  require  almost  $0.5 
million  and  FGP  would  require  slightly  over  $1 
million  in  additional  funding. 

How  much  unused  funding  was  available  at  the  end 
of  1993,  and  how  were  these  funds  used  in  each 
of  the  senior  programs? 

At  the  end  of  FY  1993,  unexpended  balances, 
which  result  primarily  from  return  of  unused 
funds  in  individual  project  grants,  amounted  to 
less  than  1  percent  of  the  combined 
appropriations  of  the  senior  programs,  or  about 
$1.1  million  combined.   Slightly  over  half  of 
these  funds  were  returned  to  individual  projects 
which  had  requested  one-time  funding  relief 
such  as  flood  relief  assistance  for  projects  in 
the  Midwest  or  to  bridge  temporary  non-Federal- 
funding  short-falls,  or  to  fund  expansion  or 
innovative  components  in  existing  projects. 

About  7  percent  was  used  for  public  affairs 
efforts,  including  promotional  materials  used  by 
projects.   The  remainder  went  to  existing 
projects  to  fund  specific  project  components 
tied  to  coordinated  efforts  with  the  Public 
Health  Service  (PHS),  the  Department  of  Housing 
and  Urban  Development  (HUD),  the  Visiting  Nurse 
Associations  of  America  (VNAA),  Public/Private 
Ventures  (PPV),  and  Generations  United. 

SENIOR  DEMONSTRATION  PROGRAM 

How  does  the  new  senior  demonstration  program 
differ  from  projects  that  are  funded  under  the 
regular  senior  grants?  How  do  you  intend  to 
apply  the  results  of  these  demonstrations? 

The  Senior  Demonstration  Program,  because  it  is 
not  bounded  by  the  mandates  of  the  categorical 
programs,  will  allow  us  to  meet  future  needs  by 
exploring  new  roles  and  placements  for  senior 
volunteers.   Demonstration  efforts  can  help  us 
develop  prototypes  for  expansion  of  the  senior 
programs  and  new  models  to  more  fully  utilize 
the  talents  and  experience  of  the  growing  older 
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Mr.  Stokes: 


Mr.  Scheibel: 


population. 

The  Summer  of  Safety  initiative  is  an  example  of 
our  approach.   We  will  use  a  mix  of  stipended 
and  nonstipended  volunteers  across  all  three 
programs  to  demonstrate  and  evaluate  senior 
volunteer  impact  on  a  single  issue,  public 
safety,  within  a  defined  time  period.   From  the 
experiences  of  this  initiative  we  will  develop 
models  for  both  the  depth  of  involvement 
represented  by  the  stipended  volunteers  and  the 
breadth  of  involvement  possible  using  non- 
stipended volunteers. 

EFFECTS  OF  MERGER 

What  operational  efficiencies,  program 
strengthening,  and  increase  in  the  number  of 
persons  served  and  participating  in  the 
Corporation  for  National  and  Community  Service 
Programs  are  projected  to  result  from  the  merger 
of  ACTION  and  the  Commission  on  National  and 
Community  Service? 

Operational  efficiencies  are  already  being 
realized  as  common  support  units,  such  as 
financial  management,  personnel,  and  General 
Counsel  begin  to  support  all  offices  of  the 
Corporation.   With  the  legal  merger  of  ACTION 
into  the  Corporation,  as  we  continue  to  evolve 
into  a  common  Corporation,  we  will  provide 
programs  with  more  timely  and  effective  support 
and  oversight. 

Participants  in  the  Corporation's  programs  are 
projected  to  increase,  based  on  the 
Administration's  appropriations  requests  for 
both  the  Domestic  Volunteer  Service  Act  and  the 
National  and  Community  Service  Act  programs  in 
fiscal  year  1995.   In  addition,  private  sector 
groups,  as  well  as  public  agencies  at  all  levels 
of  government,  are  expected  to  increase  their 
already  impressive  support  of  all  Corporation 
programs.   Currently,  the  senior  programs  alone 
generate  over  $85,000,000  in  non-Federal 
contributions. 

FOSTER  GRANDPARENT  PROGRAM 


Mr.  Stokes: 


The  Foster  Grandparent  Program  is  expected  to 
serve  84,000  children  with  special  or 
exceptional  needs.   How  many  Foster  Grandparents 
are  participating  in  this  program,  what  is  the 
FY  1995  funding  level  and  how  does  this  compare 
to  FY  1993  and  1994?  What  is  the  average  cost 
per  child  served?  What  would  it  cost  to 
increase  the  number  of  children  served  by  10,  by 
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20  percent? 


Mr.  Scheibel: 


In  FY  1995,  approximately  24,000  Foster 
Grandparents  will  be  providing  over  23  million 
hours  of  service  to  more  than  83,600  children 
with  special  and  exceptional  needs  at  a  total 
Federal  cost  of  $71.6  million.   In  FY  1994, 
22,600  Foster  Grandparents  are  providing  an 
estimated  21  million  hours  in  serving  more  than 
78,000  special-needs  children  at  a  total  Federal 
cost  of  $66.1  million.   For  FY  1993,  22,200 
Foster  Grandparents  provided  service  to  77,000 
special-needs  children  at  a  total  Federal  cost 
of  $64.8  million. 


In  FY  1995,  the  cost  of  providing  Foster 
Grandparent  services  to  a  special-needs  child 
will  be  slightly  over  $850  per  year. 

Since  the  number  of  children  served  is  directly 
proportionate  to  the  number  of  Foster 
Grandparents  supported,  in  FY  1995  the  cost  of 
increasing  the  number  of  children  served  by  10 
percent  would  be  approximately  $7.2  million. 
The  cost  of  increasing  the  number  of  children 
served  by  20  percent  would  be  approximately 
$14.3  million. 

SENIOR  COMPANION  PROGRAM 


Mr.  Stokes: 


The  Senior  Companion  Program  helps  to  prolong 
the  independence  of  persons  served  by  the 
program.   With  respect  to  long-term  care 
provided  by  the  Senior  Companion  Program,  please 
elaborate  for  the  record  on  the  cost 
efficiencies  of  this  program. 


Mr.  Scheibel: 


Senior  Companions  serve  20  hours  a  week  during 
which  they  serve  3  to  5  clients.   The  cost  for  a 
Senior  Companion  volunteer  serving  for  a  year  is 
approximately  $3,700.   In  contrast,  the  annual 
cost  of  a  long-term  care  facility  for  one  person 
is  between  $30,000  and  $35,000. 


The  benefits  and,  therefore,  cost  efficiencies 
of  the  Senior  Companion  Program  accrue  on 
several  levels: 


The  SCP  volunteer,  based  on  eligibility 
requirements,  is  at  risk  of  loneliness  and 
isolation.   Through  involvement  in  the  program 
and  performance  of  serious  and  valued  service, 
the  SCP  volunteer  remains  well,  both  physically 
and  mentally,  and  is  a  member  of  a  community 
which  sustains  well  being. 

The  persons  served,  without  the  consistent. 
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nonmedical  personal  support  of  a  Senior 
Companion  would,  without  question,  require 
higher  cost  home-based  care  and  most  likely 
placement  into  a  long-term  care  facility.   SCP 
services  are  often  the  additional  level  of  care 
which  makes  the  difference  between  living 
independently  and  being  inappropriately  placed 
in  a  nursing  home.   The  services  of  a  trained, 
supervised  peer  senior  volunteer,  assigned  on  a 
regular  and  continuing  basis  as  part  of  a  health 
care  team,  are  not  available  from  a  comparable 
source. 

SCP  volunteers  are  assigned  by  our  local  project 
sponsors  to  other  community  agencies  providing 
home  and  community-based  care.   SCP  volunteers 
are  a  vital  part  of  a  care  plan  and  relieve 
professional  team  members  from  tasks  appropriate 
for  a  volunteer  to  perform.   This  frees 
professional  staff  of  a  level  of  nonmedical 
service  which  allows  them  to  utilize  their 
limited  time  to  extend  their  unique  services  to 
others  in  need.   Thus  through  the  effective  use 
of  trained  volunteers,  community  agencies  are 
able  to  provide  a  personal  level  of  care  and  to 
extend  care  more  cost-effectively  to  additional 
clients. 

Senior  Companion  volunteers  also  relieve  or 
provide  respite  to  primary  care-givers,  usually 
family,  from  around  the  clock  care.   By  allowing 
primary  care  givers  to  patients  with  Alzheimer's 
and  other  chronic  diseases  time  for  self-care, 
medical  appointments,  shopping,  church,  and 
other  activities,  Senior  Companion  volunteers 
are  a  vital  part  of  maintaining  the  family 
support  structures  through  which  80  percent  of 
services  are  provided. 

GOALS  OF  SENIOR  DEMONSTRATION  PROGRAM 

Mr.  Stokes:  What  types  of  community  problems  is  the  Senior 

Demonstration  Program  anticipated  to  support? 
It  is  indicated  that  four  grants      would  be 
supported;  in  your  professional  judgment  is  that 
number  sufficient?   Explain. 

Mr.  Scheibel:  The  focus  of  the  Senior  Demonstration  Program 

will  be  the  legislatively-established  Programs 
of  National  Significance  (PNS)  areas.   In 
addressing  emerging  issues,  we  intend  to  explore 
new  mechanisms  for  expanding  volunteer  service, 
particularly  in  areas  where  the  talents  and 
capacities  of  senior  volunteers  have  been 
historically  underutilized.   We  need  to  explore 
new  placements,  create  new  models,  and  expand 
stations'  capacity  to  creatively  utilize  the 
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talents  and  experience  that  our  growing  older 
population  has  in  abundance,  and  use  that 
capacity  in  addressing  some  of  the  nation's  most 
pressing  problems. 

The  Senior  Demonstration  Program  represents  new 
funding  and,  as  such,  $1  million  was  requested 
as  a  reasonable  starting  point.   The  figure  of 
four  projects  was  conservatively  derived  by 
dividing  the  $1  million  requested  by  the 
estimated  cost  to  implement  a  stipended  project 
in  FY  1995.   If  we  use  primarily  non-stipended 
volunteers  or,  as  we  are  projecting  for  the 
Summer  of  Safety  initiative,  a  mix  of  stipended 
and  nonstipended  volunteers,  we  will  be  able  to 
implement  additional  projects  with  that  level  of 
funding. 

VISTA  LITERACY  CORPS 


Mr.  Stokes: 


Mr.  Scheibel: 


Briefly,  highlight  the  progress  that  has  been 
made  with  respect  to  the  VISTA  Literacy  Corps 
Program. 

An  evaluation  of  the  Literacy  Corps  Program, 
completed  in  1991,  found  that  reading  grade 
levels  increased  an  average  of  3.4  levels  while 
VISTA  Volunteers  worked  on  the  project.   VISTA 
Volunteers  were  responsible  for  increasing 
regular  literacy  clients  by  an  average  of  249, 
English-as-a-Second-Language  (ESL)  clients  by 
204,  and  tutors  by  112. 


FGP  AND  ABUSED  CHILDREN 


Mr.  Stokes: 


Mr.  Scheibel: 


The  number  of  cases  of  abused  and  neglected 
children  continues  to  increase.   Describe  the 
role  that  the  Foster  Grandparent  Program  and 
other  ACTION  programs  can  play  in  helping  to 
reduce  this  needless  suffering.   Are  efforts  in 
this  area  intensified  during  the  summer  months 
when  children  may  have  more  time  that  they  spend 
at  home,  and  perhaps  alone?   Explain. 

The  Foster  Grandparent  Program  has  a  very 
significant  role  to  play  in  reducing  the  effects 
of  abuse  and  neglect  wherever  Foster  Grandparent 
volunteers  serve. 


Program  data  indicate  that,  currently,  over 
24,000  abused  and  neglected  children  are  matched 
with  6,400  Foster  Grandparent  volunteers. 
Through  the  synergism  of  relationship  both  the 
child  and  the  FGP  volunteer  develop  and  thrive 
as  their  day-to-day  relationship  grows  into  a 
bonding  of  mutual  respect,  affection,  and  love. 
For  both  it  is  a  "miracle  of  self-discovery". 
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The  Foster  Grandparent  Program  is  one  of 
America's  most  successful  and  cost-effective 
programs.   Replicated  in  one  community  after 
another,  the  wonderful,  healing  bond  that 
develops  has  led  researchers  to  conclude  that 
expansion  of  the  program  may  provide  a  workable 
means  for  greatly  lessening  the  terrible  human 
loss  stemming  from  the  destructive  childhood 
legacy  of  abuse  or  abandonment,  psychological 
isolation,  hopelessness,  and  the  lack  of  a  sense 
of  permanence.   Because  our  funding  allows  us  to 
recruit,  train,  and  place  less  than  0.5  percent 
of  the  low-income  elderly  population  eligible  to 
serve  as  FGP  volunteers,  we  have  a  great  deal  of 
room  to  expand  this  program  to  meet  the  needs  of 
these  children. 

The  Foster  Grandparent's  role  varies  with  the 
age  of  the  child,  the  child's  personal  needs, 
the  service  activity  provided  by  the  community 
organization  to  which  the  volunteer  is  assigned, 
and  the  family  situation. 

For  example,  the  Foster  Grandparent  may  work 
with  an  assigned  child  and  also  serve  in  a 
mentoring  capacity  with  the  child's  single 
teenage  mother  to  improve  overall  parenting 
skills,  teach  home  management,  help  the  family 
to  find  its  way  through  the  social  support 
system,  seek  out  healthy  instructional  diversion 
outside  of  the  home  and  assist  with  learning 
readiness.   The  role  of  the  Foster  Grandparent 
is  not  only  to  help  the  child  directly  but  to 
help  the  family  survive  and  grow  healthy; 
thereby  avoiding  placement  of  the  child  in  the 
overburdened  foster  care  system. 

Boarder  babies  and  those  infected  with  AIDS  or 
addicted  to  drugs  at  birth  desperately  need 
early  intervention  of  consistent  parenting  or, 
failing  that,  surrogate  parenting.   FGP 
volunteers  are  meeting  this  need.   They  hold 
their  babies,  talk  and  sing  to  them,  feed  them, 
make  them  comfortable,  play  with  them,  help  them 
with  their  first  solid  food,  their  first  steps, 
their  first  words.   Along  the  way,  each  child 
learns  to  recognize  the  volunteer's  voice,  feels 
a  familiar  touch,  and  then  quiets  down.   Bonding 
has  begun,  and  the  terrifying  isolation  for 
these  neglected  children  begins  to  ebb.   The 
child  genuinely  adopts  its  Foster  Grandparent 
and  is  adopted  in  return. 

Other  Foster  Grandparent  volunteers  serve  the 
abused  in  day  care,  Head  Start,  private  and 
public  schools  systems,  and  development  centers, 
assisting  with  behavior  monitoring  and 
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Mr.  Stokes: 
Mr.  Scheibel: 


modification,  learning  readiness,  tutoring, 
performance  affirmation,  and  confidence 
building.   Others  work  in  a  similar  way  with 
juveniles  in  detention  centers  where  identical 
skills  are  applied  with  patience  and  caring  to 
bring  out  each  youngster's  sense  of  personal 
pride  and  desire  to  follow  his  Grandparent's 
advice  and  take  his  studies  and  other 
responsibilities  more  seriously. 

The  philosophy  of  the  Foster  Grandparent  Program 
is  to  have  all  volunteers  serving  in  year-round 
assignments.   Where  volunteers  work  with 
children  through  the  school  system,  we  encourage 
projects  to  develop  alternative  summer 
placements  to  strengthen  these  linkages  and  to 
continue  an  ongoing  relationship  which  benefits 
both  the  Foster  Grandparents  and  these  children. 
Where  this  is  not  feasible,  projects  are 
encouraged  to  develop  alternative  placements 
during  the  summer. 

VISTA  SUMMER  ASSOCIATES 

Briefly,  describe  some  of  the  major  services 
provided  by  the  VISTA  Summer  Associate  Program. 

The  Volunteers  in  Service  to  America  (VISTA) 
Summer  Associates  Program  was  part  of  the  1993 
Summer  of  Service  national  service  demonstration 
initiative  of  the  Clinton  Administration.   The 
program  enabled  700  Americans  to  work  full-time 
with  33  existing  VISTA  projects  focusing  on 
health  and  nutrition,  housing  and  homelessness, 
education,  public  safety,  and  the  environment. 
Major  services  included: 

In  the  area  of  health  and  nutrition,  the  Texas 
Department  of  Health  used  89  Summer  Associates 
in  a  door-to-door  campaign.   Associates  promoted 
and  provided  free  immunization  clinics  and  WIC 
programs,  educated  parents,  and  conducted 
immunization  surveys.   As  a  result,  104,889 
children  received  immunizations  in  a  two-month 
period.   In  addition,  there  was  an  increase  of 
57,189  new  participants  in  the  WIC  program,  a  25 
percent  increase  over  the  previous  year. 

In  the  area  of  housing  and  homelessness,  in 
Denver,  Colorado,  35  Summer  Associates  assisted 
a  Habitat  for  Humanity  project  to  secure  more 
than  $60,000  worth  of  building  materials  and  at 
least  $50,000  worth  of  labor  from  trade  unions. 
The  Summer  Associates  further  accelerated  the 
construction  of  14  new  homes. 

In  the  area  of  education,  Concerted  Services  of 
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Waycross,  Georgia,  assigned  12  Summer  Associates 
to  the  task  of  processing  applications  from 
families  applying  for  Head  Start.   The 
Associates  handled  598  families'  applications, 
screened  500  children,  and  interviewed  362 
parents.   At  the  YMCA  of  Metropolitan  Atlanta, 
12  Summer  Associates  taught  reading,  math,  and 
violence  prevention  to  250  low-income  at-risk 
children  in  housing  authority  dwellings. 

In  the  area  of  public  safety,  the  Northeast 
Arkansas  Council  on  Family  Violence  in 
Jonesboro,  Arkansas,  used  the  Summer  Associates 
program  to  open  a  shelter  for  mothers  and 
children.   Fifteen  Associates  renovated  the 
facility  while  providing  supervised  playtime  for 
15  children. 

In  the  area  of  the  environment,  20  Summer 
Associates  serving  in  some  of  the  poorest 
neighborhoods  of  Philadelphia  enrolled  450  low- 
income  families  in  energy  conservation  programs. 
In  all,  these  Associates  reached  10,000  people 
with  conservation  awareness  activities. 

In  FY  1994,  1,000  VISTA  Summer  Associates  will 
participate  in  the  Summer  of  Safety  Program, 
working  on  crime  prevention,  crime  control,  and 
victim  assistance  activities. 

COST  BENEFIT  ANALYSIS 

Mr.  Serrano:  Has  an  estimate  ever  been  done  of  the  cost- 

benefits  of  ACTION  programs?   Can  we  say  how 
much  a  dollar  invested  in  an  ACTION  volunteer 
pays  back,  in  terms  of  funds  not  spent  on 
criminal  justice  or  drug  treatment  or 
institutionalization  of  seniors  or  on  other 
programs?  Are  there  differences  among  the 
different  kinds  of  ACTION  programs? 

Mr.  Scheibel:  In  today's  climate  of  scarce  resources  and 

fierce  competition  among  social  service  interest 
groups  for  Federal  funding,  agencies  in  every 
department  need  to  confront  the  issues  of  cost- 
benefit  and  cost-effectiveness.    ACTION  has 
done  some  cost-benefit  analysis  or  cost- 
effectiveness  analysis  of  its  programs.   For 
example,  in  a  study  of  last  year's  VISTA  Summer 
Associates  Program,  a  cost-benefit  analysis 
showed  a  positive  return  on  the  investment  of 
Federal  funds.   It  was  found  that,  for  every 
Federal  dollar  spent  on  a  VISTA  program  to 
immunize  children  in  Texas,  $5.50  was  saved  in 
long-term  health  care  costs.   The  net  benefit 
per  VISTA  Summer  Associate  was  $8,517. 
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Even  with  these  very  positive  findings,  we  roust 
admit  that  there  are  large  gaps  in  our 
knowledge.   While  these  findings  and  all  other 
information  lead  us  to  believe  that  our  programs 
are  highly  beneficial  and  cost-effective, 
proving  this  would  be  very  challenging  from  both 
a  scientific  perspective  and  in  terms  of  the 
cost  of  the  research. 

The  main  problem  is  one  of  attribution:   when 
positive  social  change  occurs  is  a  community 
setting  where  one  of  our  programs  has  operated, 
can  we  take  credit  for  that  change?   In  most 
cases,  we  believe  that  we  have  contributed  to 
the  change,  but  in  reality  many  forces  come  into 
play  to  bring  about  that  change. 

Take  home  health  care,  for  example.   Our 
evaluation  research  shows  that  our  Senior 
Companions  provide  needed  services  that  are 
highly  sought  after  by  the  program's  clients. 
Those  clients,  however,  may  also  be  served  by 
visiting  nurses,  social  workers,  meals  on 
wheels,  and  many  other  outreach  groups. 
Untangling  who  contributes  what  to  preventing 
premature  institutionalization  is  a  research 
undertaking  that  requires  more  resources  and 
control  than  ACTION  has  had  access  to 
historically. 

This  may  change.   The  Corporation  for  National 
and  Community  Service  is  preparing  a  long-range 
strategy  to  guide  its  program  evaluation 
activities.   Part  of  that  strategy,  as  it  is 
emerging,  commits  the  Corporation  to  conducting 
cost-benefit  and  cost-effectiveness  research. 

We  know  that  to  do  these  types  of  studies  would 
be  very  worthwhile  from  a  policy  perspective 
and,  at  the  same  time,  we  know  they  are  costly 
and  complex  undertakings.   To  do  these  analyses 
without  placing  undue  strain  on  our  evaluation 
budget,  we  may  turn  to  the  private  sector,  to 
foundations  and  the  corporate  world,  to  provide 
additional  funding. 

Other  examples  of  cost-effectiveness  and  program 
impact  include: 

Information  collected  in  1990  and  1992  from  four 
VISTA  projects  (in  Montana,  Alabama,  Arizona, 
and  Massachusetts)  found  that  it  would  cost 
projects  an  average  of  $19,931  per  year  to  hire 
the  services  provided  by  a  VISTA  Volunteer.   At 
a  FY  1992  Federal  cost  of  $10,105  per  volunteer, 
the  yearly  benefit  to  the  public  amounted  to 
$1.97  of  service  for  every  Federal  dollar. 


47 


According  to  a  1993  evaluation  by  Development 
Associates,  organizations  gain  greater  community 
involvement,  a  larger  client  base,  stronger 
links  to  other  organizations,  and  more  money  as 
a  result  of  VISTA  projects.   VISTA  supervisors 
reported  that  the  number  of  community  volunteers 
and  regular  clients  tripled  as  a  result  of  a 
VISTA  project.   The  median  increases  were  148 
new  clients  and  38  new  community  volunteers  per 
project.   About  70  percent  of  the  projects 
reported  increases  in  cash  and  in-kind 
contributions  as  a  result  of  VISTA  Volunteers, 
with  a  median  increase  of  $33,000  per  project. 

The  1993  evaluation  of  VISTA  also  found  that  the 
services  provided  by  VISTA  Volunteers  have 
generally  been  continued  after  the  completion  of 
the  VISTA  project.   More  than  half  of  former 
VISTA  supervisors  of  completed  projects  (56 
percent)  indicated  the  VISTA-initiated  services 
increased  or  that  there  was  little  or  no  change 
after  VISTA  support  ceased.   Only  five  percent 
reported  that  all  the  VISTA-initiated  services 
ended  after  ACTION  funding  stopped. 

An  analysis  of  the  Senior  Companion  Program 
costs  reveals  that  every  dollar  of  Federal 
funding  (assuming  a  minimal  value  of  service  at 
$4.50  per  hour)  yields  $1.66  worth  of  service 
and  generates  an  additional  $0.56  in  non-Federal 
support  for  volunteers  and  services. 

A  1988  evaluation  by  the  Research  Triangle 
Institute  concluded,  "SCP  participation  may 
enhance  clients'  perceptions  of  health  and 
functional  status,  and  thus  their  ability  to 
function  in  their  daily  lives."   It  also 
concluded,  "The  SCP  companions  are  serving  a 
frail,  needy  population"  and  "SCP  services 
supplement  and  augment  those  services  already 
being  received  from  other  sources,  rather  than 
displacing  them." 

A  five-year  evaluation  completed  in  1985  by  SRA 
Technologies  concluded,  "Clients  who  continued 
participating  in  SCP  remained  stable  in  social 
resources  and  areas  of  serious  impairment.   In 
contrast,  clients  who  stopped  participating  and 
those  who  remained  on  the  waiting  list  to  become 
clients  showed  decline  in  these  areas." 

An  analysis  of  the  Retired  and  Senior  Volunteer 
Program  costs  reveals  that  every  dollar  of 
Federal  funding  (assuming  a  minimal  value  of 
service  at  $4.50  per  hour)  yields  $10.50  worth 
of  service  and  generates  an  additional  $0.98  in 
non-Federal  support  for  volunteers  and  services. 
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A  1988  evaluation  conducted  by  Sociometrics 
found  that  the  average  total  cost  for  respite 
care  (one-to-one  assistance  to  care  recipients 
living  in  the  same  residences  as  their  family 
caregivers)  per  RSVP  volunteer  hour  was  less 
than  one  dollar.   It  also  found,  "Social  service 
utilization  doubles  while  utilization  of  private 
duty  nurses,  sitters  and  maid  services  decreases 
with  the  introduction  of  volunteer  respite 
support . " 

A  1984  evaluation  by  Booz,  Allen,  and  Hamilton 
found,  "RSVP  attracts  a  healthier  group  of 
seniors  than  in  the  comparison  group  . . .  and 
RSVP  participation  is  associated  with  improved 
or  stable  levels  of  functioning  while  noticeable 
decrements  in  functioning  are  evident  among  non- 
volunteers."   It  also  found,  "The  most  dramatic 
differences  in  functioning  emerge  between  those 
who  continue  to  serve  in  the  program  and  those 
who  drop  out.   The  research  indicates  that 
volunteers  who  continue  to  serve  exhibit  either 
improved  functioning  or  slower  rates  of 
functional  deterioration  than  those  who  leave 
the  program.   That  is  to  say,  continued  program 
participation  stave  off  the  effects  of  aging." 

An  analysis  of  the  Foster  Grandparent  Program 
costs  reveals  that  every  dollar  of  Federal 
funding  (assuming  a  minimal  value  of  service  at 
$4.50  per  hour)  yields  $1.46  worth  of  service 
and  generates  an  additional  $0.44  in  non-Federal 
support  for  volunteers  and  services. 

A  1984  evaluation  by  Litigation  Support  Services 
found  that,  in  comparison  to  a  wait-list  group 
of  nonparticipants,  Foster  Grandparents 
maintained  or  improved  their  overall 
functioning,  especially  their  physical  health. 
The  Foster  Grandparents  also  experienced 
improved  mental  health  and  social  resources. 
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INTRODUCTION 

The  Corporation  for  National  and  Community  Service  was  established  by  the 
National  and  Community  Service  Trust  Act  of  1993.   The  Corporation  administers 
programs  authorized  under  the  National  and  Community  Service  Act  of  1990,  as 
amended,  and  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended.   This 
justification  covers  programs  and  activities  authorized  under  the  Domestic 
Volunteer  Service  Act. 

The  National  and  Community  Service  Trust  Act  provides  for  the  transfer  of 
functions  performed  by  the  Director  of  ACTION,  and  all  related  functions  of 
any  officer  or  employee  of  the  ACTION  Agency,  to  the  Corporation  for  National 
and  Community  Service.   A  date  will  be  announced. 

The  programs  authorized  under  the  Domestic  Volunteer  Service  Act  are 
administered  by  a  Vice-President  of  the  Corporation  for  National  and  Community 
Service,  who  retains  the  title  as  Director  of  ACTION  until  the  transfer  of 
function  officially  occurs. 

In  fiscal  year  1995,  program  activities  under  the  Domestic  Volunteer  Service 
Act  include:   Volunteers  in  Service  to  America  (VISTA),  VISTA  Literacy  Corps, 
University  Year  for  VISTA,  Special  Volunteer  Programs,  Retired  and  Senior 
Volunteer  Program,  Foster  Grandparent  Program,  Senior  Companion  Program,  and 
Senior  Demonstration  Programs.   A  cornerstone  of  all  activities  under  the 
Domestic  Volunteer  Service  Act  is  that  local  communities  determine  needs  and 
design  and  implement  programs.   Federal  resources  support  these  local  efforts. 

The  highlights  of  plans  and  activities  under  the  Domestic  Volunteer  Service 
Act  programs  in  fiscal  year  1995  are  as  follows: 

1.  VISTA  will  provide  over  4,100  volunteer  service  years  directed  toward 
addressing  particularly  the  needs  of  low-income  communities.   VISTA 
Volunteers  will  engage  in  a  wide  range  of  service  activities,  and  are 
eligible  to  receive  an  educational  award  under  the  National  Service 
Trust  administered  by  the  Corporation. 

2.  VISTA  Literacy  Corps  will  provide  440  volunteer  service  years  directed 
toward  reducing  illiteracy  throughout  the  United  States. 

3.  The  University  Year  for  VISTA  program  will  be  initiated  to  enable 
approximately  192  students  at  institutions  of  higher  education  to 
participate  in  credit-earning  service-learning  programs  while  engaged  in 
service  under  the  VISTA  program  for  either  an  academic  semester  or  full 
year. 

4.  The  Special  Volunteer  Programs  will  award  approximately  33  grants  to 
support  innovation  and  to  demonstrate  techniques  for  assuring  high 
quality,  effective  programs  and  service  opportunities. 

5.  The  Retired  and  Senior  Volunteer  Program  will  enable  approximately 
453,900  individuals  aged  55  and  older  to  serve  in  local  community-based 
organizations  and  institutions,  including  schools,  museums,  libraries, 
hospitals,  nursing  homes,  and  a  wide  range  of  other  public  and  private 
nonprofit  organizations. 

6.  The  Foster  Grandparent  Program  will  support  24,000  Foster  Grandparents 
who  will  provide  service  to  more  almost  84,000  children  with  special  or 
exceptional  needs. 

7.  The  Senior  Cc.-npanion  Program  will  enable  about  14,000  low-income  seniors 
to  provide  support  to  34,000  older  adults  receiving  long-term  care. 

8.  The  Senior  Demonstration  Programs  will  support  four  grants  to  focus  on 
new  roles,  types  of  service,  and  demonstrations  regarding  the 
application  of  senior  resources  in  solving  community  problems. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 

FY  1995  APPROPRIATION  LANGUAGE 

(ACTION) 

[OPERATING  EXPENSES) 

(Por  expenses  necessary  for  ACTION  to  carry  out  the  provisions  of  the 
Domestic  Volunteer  Service  Act  of  1973,  as  amended,  $205,097,000.) 
(Departments  of  Labor.  Health  and  Human  Services,  and  Education,  and  Related 
Agencies  Appropriations  Act.  1994.) 

DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 

For  expenses  necessary  for  the  Corporation  for  National  and  Community 
Service  to  carry  out  the  provisions  of  the  Domestic  Volunteer  Service  Act  of 
1973,  is  amended,  S239 , 000, 000.   (Departments  of  Labor.  Health  and  Human 
Services,  and  Education,  and  Related  Agencies  Appropriations  Act.  1994.) 
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APPROPRIATION  LANGUAGE 


continued 


Language  Analysis 


Language  Provision 


Full  text. 


Explanation 


Proposed  appropriation  language 
reflects  the  provisions  of  the 
National  and  Community  Service 
Trust  Act  of  1993,  which  merges 
ACTION  and  the  Commission  on 
National  and  Community  Service 
to  form  the  Corporation  for  National 
and  Community  Service. 


55 


c 
0 

-I  TJ 
4J    II 

a  u 
-4  n 
u   41 

a  a 

O  D 
U   t> 

act 
a 

< 


o 
o 
o 

o 

o 


o 
o 
o 

o 

o 


o 
o 
o 

o" 
o 


o 

o 
o 

o* 
o 

vO 


o 
o 
o 

o 

o 


o 
o 
o 

o 
o 
o 


•a 


O  I  o 
O  I  o 
O        I        o 


o 
o 


£>  — 

S3 

a 

£1 

£1 

X 

X 

X 

X 

X 

X 

K 

X 

X 

X 

X 

X 

M 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

K 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 
X 

X 

X 

X 

X 

o 

o 

o 

o 

o 

o 

o 

in 

t- 

CM 

f-4 

<£ 

r- 

fH 

m 

o 
o 
o 

o 

o 
o 


X 
X 
X 

X 
X 

X 

X 
X 
X 
<A 


< 
■J 

1-4 

o 
u 

►J 

2 


a. 
o 

X 

< 


o 
o 
o 

CM 

Cn 
OD 


o 

o 
o 

o 
.o 


o 

o 
o 

ft 

ve 

CM 


o 
o 

o 

o 

o 
o 

o 

p- 


o 
o 
o 


o 
o 
o 

o" 
o 
o 


o 
o 
o 


o 
o 
o 

o 
o 
o 


o 
o 
o 


en 

IN 


o 
o 
o 

o 
o 
o 


T3I 


O        I        o 

O        I        o 
o       i       o 


o 
ao 

CO 


o 
o 
o 


o 
o 
o 

co" 

o 

m 
o 

CM 


o 
o 
o 


<M 
CM 


tji 


o 

o 

O 

o 

o 

I 

o 

i 

O 

o 

o 

o 

O 

o 

o 

i 

o 

i 

o 

o 

o 

o 

o 

o 

o 

l 

a 

i 

o 

o 

ft 

«s 

to 

vO 

T 

00 

CM 

o 

10 

»H 

en 

00 

o 

V 

t» 

CO 

CM 

10 

o 

■£ 

CD 

m 

CO 

in 

ft 

« 

iH 

CO 

el 

T 

c* 

rH 

•H 

V 

CM 

n 

■X> 

CM 

<>1 

O 

«/> 

i-l 

CM 

ftft. 

"ft. 

ill 

^ 

Ol 

411       M- 

o 

o 

o 

O 

o 

l 

o 

O 

o 

o 

o 

o 

o 

o 

o 

i 

o 

o 

o 

o 

o 

o 

o 

o 

o 

I 

o 

o 

o 

o 

ft 

Ml 

o 

o 

o 

o 

m 

o 

i» 

o 

O 

o 

o 

o 

o 

o> 

o 

v£> 

o 

« 

o 

-4 

CM 

l» 

CM 

o 

n 

f 

« 

ft 

<0 

o 

m 

CO 

CO 

c 

m 

n 

rv 

vO 

r> 

o 

in 

cr> 

<» 

0 

in 

P"l 

h 

u 

IN 

-4 

u 

rn 

%      " 

8 

ta— 

§ 

c 

4-1 

■ 

c 

0 

• 

<A 

41 

4J 

u 

0 

k 

0 

ft^ 

e 

3 

Li 
4) 

c 

3 

u 
0 

I 

I 

1 

-H 

c 

m H 

*i 

■ 

^ 

C  -4 

0  «i 

0 
ftl 

i 

-<  >. 

TJ 

.-ft 

-4 

14 

•o 

u 

■ 

a 

c 

a. 

-4  a 

0. 

p  *» 

-* 

0 

C  0. 

e 

a 

ao 

i 

Q 

4->    c 

>  u 

0  > 

• 

a 

0 

E  <o 

VI 

a  -^ 

TJ 

c 

Q 

• 

w 

U 

h 

u 

0 

— 

u  -o 

P4] 

0 

f_i 

-41  >  • 

-4 

c 

■ 

41 

o  a. 

u 

a 

W    >4 

-4 

-4 

«  o  e 

c  a  « 

g 
c 

■ 

0 

I- 

TJ   • 

_ 

U  u 

u 

E 

u 

S 

38 

3 

0  1    u 

0 

-4 

u  O 

li- 

e & 

4) 

c 

— 

0 

L| 

0 

u 

c  u 

2 

3 

-*  -4  g» 

•w  jj   0 

~4 

u 

o>> 

ft*] 

3  > 

4J 

4)  a. 

-4 

9 

-4 

? 

•wl 

41 

*H 

4J 

i 

0  CA 

V  -i  <A 

a 

u 

B 

c 

0 

c 

1? 

3 

0 

o  c  u 

Z  <  0. 

■ 

U  Z 

• 

OK 

0 

a 

4) 

C 

• 

u 

0 

> 

z 

a  — 

a  > 

~~ 

E 

V)  0. 

u  o. 

<  « 

>4 

td 

§1 


44 


0>   4) 


u 

-1 


4J 
U 

a 
o. 


49 

a 


4J 
14 


4J 
kl 

a. 


td 

■J 


U 


56 


"O 

TJ 

41 

41 

41 

44 

-c  a 

44 

<g 

4->    11 

•0 

C 

■#4 

41 

•H 

0 

14 

1*4       *■ 

0> 

H 

•H 

a 

0  a> 

e 

a 

44 

0 

r- 

41 

0 

10 

u 

41  a> 

-4 

u 

14 

a 

O  H 

r4 

a 

44 

a 

-rl 

« 

a 

■ 

« 

1*4  »*4 
1*4     0 

X 

o 

10 

•H 

c 

to 

o 

■ 

•H 

TJ 

C 

4J 

41     O 

>l 

u 

TJ 

C 

1 

3 

x  < 

10 

3 

«t 

1*4 

rA 

M 

41 

1*4 

^ 

§ 

in  to 

44 

1 

> 

a*  14 

-1 

H 

u 

0*   41 

►J 

u 

CJ> 

r4   c 

0> 

41 

0 

41 

h 

0 

rH 

u 

X  o 

in 

14 

44 

a 

b. 

14 

CN 

iH 

a 

-H 
H 

rA 

C   0 

rH 

<o 

IH   4J 

C 

Q 

14 

*j 

a 

0 

44 

0 

0 

41 

•H 

0 

U4 

44 

•  a 

44 

u 

44 

TJ 

4) 

o>  c 

41 

• 

41 

X 

en  ih 

00 

X 

44 

44 

«H 

41 

TJ 

44 

10 
■A 

IH 

TJ  X 

C 

1*4 

14 

0 

C  44 

10 

0 

a 

0 

44 

X 

fc 

44 

u 

e 

m  4J 

a 

c 

a 

41 

en  -h 

i 

41 

a 

U 

o>  3 

O 

M 

14 

*H 

u 

u 

o 

8, 

01 

at  u 

0> 
0 

41 

a 

44 

C 

4-> 

(4    c 

u 

3 

c 

o 

<0   Q 

a. 

00 

0 

<g 

(N 

4>  TJ 

»H 

% 

ii 

>l  14 

u 

o 

C 
"0 

0 

-4    0 

41 
41 

c 

10 

41 

41 

x 

hi  u 

44 

X 

X 

0> 

4-1 

U   10 

C 

44 

44 

c 

n 

3 

41 

41 

•H    C 

iH 

41 

1*4 

rH 

M 

1*4  -H 

• 

0 

U 

0 

^H 

0 

o 

> 

0 

fl 

E 

C      - 

o* 

E 

» 

£ 

■A    C 

en 

^4 

44 

O 

44 
0 

0 
-4  -H 

•H 

■0 

44 
0 

c 

41 

>, 

c 

10    *J 

1*4 

0 

C 

0 

o 

i4  n 

0 

9 

14 

a 

41 

41  -A 

a 

41 

41 

ri 

a 

C     14 

44 

■ 

to 

a 

a 

01 

4i  a 

0 

TJ 

44 

0 

o  0 

< 

41 

» 

0 

in 

--4 

4J 

14 

44 

u 

44 

■J 

i4  a 

41 

10 

C 

O 

o  a 

0 

•H 

44 

■ 

<0 

fc 

■#4 

4->  <o 

•H 

14 

14 

-H 

X 

in 

0 

> 

a 

10 

44 

CN 

k 

41   41 

14 

0 

a. 

* 

tH 

C 

a*j 

41 

14 

C 

41 

0 

to  <o 

VI 

a 

« 

0 

U 

c 

•H 

C    14 

a 

M 

•A 

0 

0 

44 

M    10 

>i 

10 

44 

E 

■rl 

10 

a 

44 

41 

10 

, 

4J 

C 

41   41 

•H 

n 

r4 

c 

c 

44 

0) 

u 

•  -4 

x  m 

C 

TJ 

44 

• 

■A 

0 

E 

41 

TJ 

44 

3 

c 

•H 

• 

TJ 

c 

01 

10 

U 

<0 

E 

3 

(H 

• 

M 

4J 

0 

1*4 

E 

1*4 

• 

0 

TJ 

■A 

u 

0 

0   0> 

0 

14 

0 

C 

0 

o 

c 

u 

41 

0 

>i 

0 

10 

•o 

tj 

1*4 

41  -H 

X 

•*4 

H 

Q) 

TJ 

TJ 

U  44 

TJ 

44 

•0 

•o 

* 

3 

■d 

>, 

c 

■H    D 

c 

>■ 

a 

c 

44 

c 

1 

h 

10 

<*4     41 

10 

44 

H 

m 

a 

c 

~4 

c 

0 

a 
a 

c 

<«4    3 

o  & 

wA 

0 

a 
a 

4) 

u 

c 

41 
0 

c 

c 

o 

0 

41 

m 

44 

m 

41 

0 

U 

o 

41 

-4 

■ 

41   14 

c 

c 

41 

C 

-*4 

• 

41 

o 

0> 

o 

4-1 

►-t 

X 

0 

41 

u 

44 

•H 

a 

ll 

4> 

n  h 

4J  a 

-rl 

U 

0) 

4) 

eg 

h-1 

I 

ro 

C 

u 

•H 

44 

u 

c 

J3 

M 

CM 

4J  TJ 

14 

10 

41 

44  TJ 

^ 

z 

to 

01 

O 

c 

0  -4 

z 

a 

01 

>< 

a 

c 

»H     • 

o 

44 

ifl 

•rl 

•a 

<*4  a 

a 

■0 

•H 

10 

1     C 

t-t 

ai 

e 

u 

41 

r4 

E 

C 

CM    0 

H 

x 

o 

•w 

(-4 

a  4i 

X 

■ 

-** 

M 

•A 

< 

0 

E 
3 

1 

01 

TJ  c 
C   41 

44 

TJ 

41 

E 
3 

a 

10 

1 

m 

C  44 
10    10 

(0 

ii 

a 

<c 

41 

3  o 

c 

41 

■ 

« 

01 

X  c 

M 

J3 

r4 

IU 

-rl 

o 

a 

^4 

44  -A 

X 

fc 

i-1 

14 

X 

X 

E 

* 

ti 

TJ 

C 

u 

> 

--4 

o  o    • 

TJ 

0) 

L> 

3 

> 

■H 

CD    14 

3 

-4 

3 
a 

M 

H 

41  .u  TJ 
TJ   O   41 

4) 
TJ 

0 

3     • 
n  a 

03 

M 

H 

00    0 
41    0 

o 

a 

0 

14 

3   41  TJ 

3 

14 

44 

X 

0 

Ui 

rH    CJ 

z 

e 

ID 

^H 

ai 

-i  a  c 

-H 

a  c 

U 

rH 

01 

M 

o> 

3 

4J  TJ 

o  a  4) 

u 

44 

3  a 

3 

4J  TJ 

44  TJ 

ca 

4J 

rH 

■-4 

c 

C   C   E 

H  H    « 

c 

0 

rH    1j 

10 

•A 

c 

0    C 

M 

M 

0. 

H 

3 

*H 

z 

o.  o 

1 

H 

3 

Z    10 

K 

O 

1 

^ 

^ 

^_ 

^ 

«. 

"*^ 

^ 

^ 

-^ 

1 — . 

< 

HI 

XII 

l> 

TJI 

411 

M 

01 

XI 

-< 

iH, 

57 


DOMESTIC  VOL'.NTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 

GENERAL  STATEMENT 

The  FY  1995  appropriation  request  of  $239,000,000  will  enable  the  Corporation 
for  National  and  Community  Service  to  fulfill  responsibilities  under  the 
Domestic  Volunteer  Service  Act  of  1973,  as  amended.   This  legislation  is 
currently  authorized  through  fiscal  year  1996. 

The  mission  of  the  Corporation  for  National  and  Community  Service  is  to  engage 
Americans  of  all  ages  and  backgrounds  in  community-based  Bervice.   This 
service  will  address  the  nation's  education,  human,  public  safety,  and 
environmental  needs  to  achieve  direct  and  demonstrable  results.   In  doing  so, 
the  Corporation  will  foster  civic  responsibility,  strengthen  the  cords  that 
bind  us  together  as  a  people,  and  provide  educational  opportunity  for  those 
who  make  a  substantial  commitment  to  service.   Specific  Corporation  objectives 
for  1995  include  supporting  33,000  national  service  participants,  building  an 
ethic  of  service  among  Americans,  and  creating  the  infrastructure  necessary  to 
accomplish  direct  and  demonstrable  results  within  communities.   All  programs 
authorized  under  the  Domestic  Volunteer  Service  Act  support  these  objectives. 

In  fiscal  year  1995,  program  activities  under  the  Domestic  Volunteer  Service 
Act  include:   Volunteers  in  Service  to  America  (VISTA),  VISTA  Literacy  Corps, 
University  Year  for  VISTA,  Special  Volunteer  Programs,  Retired  and  Senior 
Volunteer  Program,  Foster  Grandparent  Program,  Senior  Companion  Program,  and 
Senior  Demonstration  Programs.   Each  of  these  programs  has  a  specific  purpose, 
but  they  share  a  common  goal  of  supporting  service  activities  within 
communities  to  address  fundamental  and  pressing  needs.   A  cornerstone  of  all 
activities  under  the  Domestic  Volunteer  Service  Act  is  that  local  communities 
determine  needs  and  design  and  implement  programs.   Federal  resources  support 
these  local  efforts. 

The  VISTA  program  will  continue  to  supplement  efforts  to  assist  low-income 
communities  by  enabling  individuals  of  all  ages,  and  from  all  segments  of 
society,  to  participate  in  full-time,  stipended  national  service.   VISTA 
Volunteers  will  focus  upon  community  and  resource  mobilization,  particularly 
with  local  and  community-based  nonprofit  organizations,  addressing  the  needs 
of  low-income  individuals.   Volunteer  efforts  will  focus  on  the  broad  range  of 
needs,  including:   illiteracy,  hunger,  homelessness,  unemployment,  health  and 
related  needs,  environmental  impact,  and  other  problems  facing  low-income 
communities. 

The  VISTA  Literacy  Corps  will  continue  to  develop,  strengthen,  and  expand  the 
efforts  of  public  and  private  nonprofit  organizations  at  the  local,  state,  and 
Federal  levels  in  addressing  the  problems  of  illiteracy.   Volunteers  mobilize 
community  resources,  both  financial  and  human,  in  addressing  these  needs. 

A  University  Year  for  VISTA  Program  will  be  initiated  to  offer  students  at 
postsecondary  institutions  the  opportunity  to  engage  in  full-time  service 
within  VISTA  as  part  of  a  service-learning  program.   Students  will  be  drawn 
from  undergraduate  and  graduate  schools,  including  specialized  academic 
programs. 

Special  Volunteer  Programs  will  support  demonstrations  of  innovative  volunteer 
approaches  to  solving  community  problems  as  well  as  training  and  technical 
assistance  resources  to  help  build  capacity  and  facilitate  replication  of 
worthy  program  models. 

The  National  Senicr  Volunteer  Corps  Programs  will  match  the  time  and  energy  of 
skilled  seniors  with  community  needs.   Under  the  Retired  and  Senior  Volunteer 
Program,  seniors  willing  to  share  their  experiences,  abilities,  and  skills 
will  be  placed  in  over  60,000  community-based  organizations  to  respond  to  a 
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GENERAL  STATEMENT  -  continued 

wide  variety  of  community  needs.  Local  projects  recruit,  place,  and  train 
volunteers  to  serve  in  these  local  organizations,  which  provide  day-to-day 
supervision  of  the  volunteers. 

The  Foster  Grandparent  Program  will  focus  on  service  to  children  with  special 
or  exceptional  needs,  including  youthful  offenders  and  abused  or  neglected 
children. 

The  Senior  Companion  Program  will  emphasize  service  to  other  older  persons, 
helping  them  to  continue  living  independently  and  deferring,  preventing,  or 
reversing  institutionalization. 

The  Senior  Demonstration  Program  will  explore  new  roles  for  seniors  in 
addressing  community  needs. 

Under  all  programs,  continued  reliance  will  be  placed  on  using  non-Federal 
resources,  both  public  and  private,  to  support  these  activities. 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 
SUMMARY  OF  CHANGES 

FY  1994  appropriation  $205,098,000 

FY  1995  appropriation  request  239.000.000 

Net  change  +$  33,902,000 


VISTA  

Literacy  Corps  

Service  Learning  Programs  

Special  Volunteer  Programs  

Retired  Senior  Volunteer  Program 

Foster  Grandparent  Program  

Senior  Companion  Program  

Senior  Demonstration  Program 

Inspector  General  

Program  Administration  

Total  net  change  


FY  1994  Base 

FY 

1995  Changes 

Budaet  Authority 

from 

FY  1994  Base 

$  37,883,000 

+$ 

15,117,000 

5,009,000 

+ 

591,000 



+ 

1,000,000 



+ 

1,000,000 

34,436,000 

+ 

4,264,000 

66,117,000 

+ 

5,483,000 

29,773,000 

+ 

4,827,000 



+ 

1,000,000 

944,000 

- 

944,000 

30,936,000 

+ 

1.564.000 

+$  33,902,000 


FY  1994  Base 
Budget  Authority 


FY  1995  Changes 
from  FY  1994  Base 


VISTA 


Increases: 


Built-in: 


Mandatory  increase  of  approxi- 
mately 4  percent  in  monthly 
subsistence  allowance  to  maintain 
nationwide  average  subsistence  rate 
at  105  percent  of  expected  poverty 
level  


S  23,805,000 


2.  Effect  of  the  anticipated  12  percent 
increase  in  volunteer  health  benefits 
along  with  the  effect  of  the  changing 
contract  period  

3.  Mandatory  1.5  percent  of  available 
funds  for  recruitment  

Subtotal,  built-in  increases  


4,868,000 


568,000 


♦$  949,000 

♦  775,000 

+  227.000 

♦S  1,951,000 
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SUMMARY  OF  CHANGES  -  continued 


B.   Proqrara: 


FY  1994  Base       FY  199S  Changes 
Budget  Authority    from  FY  1994  Base 


1.  Increase  volunteer  service  years 

(VSY's)  by  961  to  4,111  $         +S  12,065,000 

2.  Increase  In  costs  for  ir.-sarvice 
training  for  additional  volun- 
teers    551,000         +      374,000 

3.  Increase  in  allocation  for  volun- 
teer supervision  and  job-related 
transportation  to  provide  assistance 

to  additional  projects  1,161,000        +      587,000 

4.  Increase  in  costs  for  pre-service 
orientation  due  to  increase  in 

training  entries  1,515,000        +      675,000 

5.  Increase  in  settling-in  allowance 
due  to  increase  in  training 

entries  529,000         + 6.000 

Subtotal,  program  increases  +$  13,707,000 

Total  increases  +$  15,658,000 

Decreases: 

A.   Built-in: 

1.  Implementation  of  policies  elimi- 
nating leave  and  reenrollment 
allowances  for  volunteers  enrolled 

after  January  1,  1993  $     212,000        -$     135,000 

2.  Implementation  of  eligibility  for 
the  educational  award  from  the 
National  Service  Trust  which  will 
partially  offset  amounts  needed 
for  stipend  allowance  and  resultant 

FICA  2,761,000         -      106,000 

3.  Decrease  in  amount  of  reimbursement 
due  to  the  Department  of  Labor  for 
payments  made  to  VISTA  Volunteers 
under  the  Federal  Employees'  Compen- 
sation Act  (FECA)  621,000         - 96,000 
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SUMMARY  OF  CHANGES 


continued 


FY  1994  Base 
Budget  Authority 


Subtotal,  built-in  increases  

Program: 

1.  Decrease  in  anticipated  costs 
for  termination  travel  and 
transportation  

2.  Decrease  in  in-service  training 
for  supervisors  due  to  special 
activities  held  in  FY  1994  but 
not  in  FY  1995  

3.  Decrease  in  printing  and  other 
services  due  to  one-time  costs 
in  FY  1994  

Subtotal,  program  decreases  

Total  decreases  

Net  change,  VISTA  


348,000 


762,000 


182,000 


FY  1995  Changes 
from  FY  1994  Base 


-S 


-$ 


337,000 


108,000 


45,000 


51.000 


-S  204,000 
-$  541,000 
k$  15,117,000 


VISTA  Literacy  Corps 

Increases: 

A.   Built-in: 

1.  Mandatory  increase  of  approxi- 
mately 4  percent  in  monthly 
subsistence  allowance  to  maintain 
nationwide  average  subsistence  rate 
at  105  percent  of  expected  poverty 

level  $   3,250,000 

2.  Effect  of  anticipated  12  percent 
increase  in  volunteer  health  benefits 
along  with  the  effect  of  the  changing 
contract  period  661,000 

3.  Mandatory  l.S  percent  of  available 

funds  for  recruitment  75,000 

Subtotal,  built-in  increases  


+$     210,000 


277,000 


9.000 


+$     496,000 
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SUMMARY  OF  CHANGES  -  conf nued 


B.   Program: 


FY  1994  Base        FY  1995  Changes 
Budget  Authority     from  FY  1994  Base 


1.  Increase  in  volunteer  service  years 

(VSY's)  by  10  to  440  S         +S     126,000 

2.  Increase  in  costs  for  in-service 
training  for  additional  volun- 

teerB  75,000         +       28,000 

3.  Increase  in  allocation  for  volun- 
teer supervision  and  job-related 
transportation  to  provide  assistance 

to  additional  projects  150,000        +      37,000 

4.  Increase  in  costs  for  pre-service 
orientation  due  to  increase  in 

training  entries  114,000        +       53,000 

5.  Increase  in  in-service  training 
for  supervisors  to  restore  number 

of  dayB  of  training  50,000        +       31,000 

6.  Increase  in  printing  and  other 
services  to  restore  stock  of 

brochures  and  printed  forms  ...  15,000        + 5,000 

Subtotal,  program  increases  +5     280  000 

Total  increases  +s     776,000 

Decreases: 

A.   Built-in: 

1.  Implementation  of  policies  elimi- 
nating leave  and  reenrollment 
allowances  for  volunteers  enrolled 

after  January  1,  1993  $     14,000        -$       7,000 

2.  Implementation  of  eligibility  for 
the  educational  award  from  the 
National  Service  Trust  which  will 
partially  offset  amounts  needed 
for  stipend  allowance  and  resultant 

FICA  399,000        -      115,000 

3.  Decrease  in  amount  of  reimbursement 
due  to  the  Department  of  Labor  for 
payments  made  to  VISTA  Volunteers 
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SUMMARY  OF  CHANGES  -  continued 

FY  1994  Base 
Budget  Authority 

under  the  Federal  Employees'  Compen- 
sation Act  (FECA)  S      91,000 

Subtotal,  built-in  decreases  

B.   Program: 

1.  Decrease  in  anticipated  costs 
for  termination  travel  and 

transportation  $     45,000 

2.  Decrease  in  settling-in  allowance 
due  to  reestimate  of  average 

cost  70 ,  000 

Subtotal,  program  decreases  

Total  decreases  

Net  change,  VISTA  Literacy  Corps  .. 


FY  1995  Changes 
from  FY  1994  Base 


zS_ 


14.000 


-S     136,000 


23,000 


26.000 


49,000 
185,000 
591,000 


University  Year  for  VISTA 
Increases: 

A.  Built-in: 

None  

B.  Program: 

Demonstration  grants  for  new 
program  activity  

Total  increases  

Decreases: 

A.  Built-in: 

None  

B.  Program: 

None  

Total  decreases  


+S   1.000.000 
+$   1,000,000 
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SUMMARY  OF  CHANGES  -  continued 


Net  change,  University  Year  for 
VISTA  


FY  1994  Base 
Budget  Authority 


FY  1995  Changes 
from  FY  1994  Base 


♦  $   1,000,000 


Special  Volunteer  Programs 
Increases: 

A.  Built-in: 

None  

B.  Program; 

1.  Funds  for  demonstration  grants 
to  support  innovative  volunteer 
service  opportunities  in  local 
communities  

2.  Production  of  technical 
assistance  and  informational 
materials  

Subtotal,  program  increases  

Total  increases  

Decreases: 

A.  Built-in: 

None  

B.  Program: 

None  

Total  decreases  

Net  change,  Special  Volunteer 

Programs  


+$     976,000 

+ 24.000 

+$   1,000,000 
+$   1,000,000 


+$   1,000,000 


15 


66 


SUMMARY  OF  CHANGES  -  continued 

FY  1994  Base 
Budget  Authority 

Retired  and  Senior  Volunteer  Program 

Increases: 

A.  Built-in; 

1.  Administrative  cost  increases 

for  continuing  grants  $  33,936,000 

2.  Additional  funds  for  Programs 
of  National  Significance 

components  

Subtotal,  built-in  increases  

B.  Program: 

1.  Support  for  an  additional  4,900 
RSVP  volunteers  serving  on  14 

new  projects  $        

2.  Increase  in  training  and  technical 
assistance  for  a  national  conference 

of  project  directors  

Subtotal,  program  increases  

Total  increases  

Decreases: 

A.  Built-in: 

None  $        

B.  Program: 

None  S        

Total  decreases  

Net  change,  Retired  and  Senior 

Volunteer  Program  


FY  1995  Changes 
from  FY  1994  Base 


+$   1,357,000 


♦    1.420.000 
+$   2,777,000 


+$  634,000 

+  853.000 

+$  1,487,000 

+$  4,264,000 


+$   4,264,000 
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SUMMARY  OF  CHANGES  -  continued 

FY  1994  Base 
Budget  Authority 

Foster  Grandparent  Program 

Increases: 

A.  Built-in: 

1.  Administrative  cost  increases  for 

continuing  grants  S  65,978,000 

2.  Additional  funds  for  Programs 
of  National  Significance 

components  

Subtotal,  built-in  increases  

B.  Program: 

1.  Funding  for  200  additional  volun- 
teer service  years  (VSY's)  on  4 

new  projects  . S        

2.  Increase  in  training  and  technical 
to  permit  project  staff  attendance 

at  regional  and  state  conferences         64,000 

Subtotal ,  program  increases  

Total  increases  

Decreases: 

A.  Built-in: 

None  S        

B.  Program: 

None  $        

Total  decreasee  

Net  change,  Foster  Grandparent 

Program  


FY  1995  Changes 
from  FY  1994  Base 


+5   2,659,000 

+    1.B28.000 
+$   4,687,000 


+$     792,000 

+ 2.000 

+$     794,000 
+$   5,483,000 


+$   5,483,000 
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SUMMARY  OF  CHANGES 


continued 


FY  1994  Base 
Budget  Authority 

Senior  Companion  Program 

Increases: 

A.  Built-in: 

1.  Administrative  cost  increases 

for  continuing  grants  $  29,438,000 

2.  Additional  funds  for  Programs 
of  National  Significance 
components  

Subtotal,  built-in  increases  

B.  Program: 

Support  for  750  additional  volun- 
teer service  years  (VSY's)  on  IS 
new  projects  $        

Total  increases  

Decreases: 

A.  Built-in: 

None  $        

B.  Program: 

Decrease  in  training  and  technical 

assistance  (no  national  training 

conference  in  FY  1995  as  was  held 

in  FY  1994)  $     260,000 

Total  decreases  

Net  change,  Senior  Companion 

Program  


FY  1995  Changes 
from  FY  1994  Base 


+$ 


434,000 


+    1.607.000 
+$   2,041,000 


+S   2.853.000 
+$   4,894,000 


67.000 


-$      67,000 


+$   4,827,000 


Senior  Demonstration  Program 

Increases: 

A.   Built-in: 

None  
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SUMMARY  OF  CHANGES  -  continued 


B.   Program: 

1.  Funds  for  4  demonstration  grants 
testing  models  for  new  National 
Senior  Volunteer  Corps 
activities  

2.  Funds  to  provide  support  and 
technical  expertise  in  develop- 
ment and  implementation  of  new 
program  

Subtotal,  program  increases  

Total  increases  

Decreases: 

A.  Built-in: 

None  

B.  Program: 

None  

Total  decreases  

Net  change,  Senior  Demonstration 

Program  

Inspector  General 
Increases: 

A.  Built-in: 

None  

B.  Program: 

None  

Total  increases  


FY  1994  Base 
Budget  Authority 


FY  1995  Changes 
from  FY  1994  Base 


+S     750,000 


+  250.000 

+S   1,000,000 
+$   1,000,000 


+S   1,000,000 
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FY  1994  Base        FY  1995  Changes 
Budget  Authority    from  FY  1994  Base 


SUMMARY  OF  CHANCES  -  continued 

a.  mutsiai 

Entitlement  to  separata  appro- 
priation in  accordance  with 
Inspector  General  Act  of  1976, 
as  amended  $    944,000        -$    944,000 

B.   Program: 

None  S        s        


Total  decreases  -$     944,000 

Net  change.  Inspector  General  -$    944,000 

Program  Administration 

Increases; 

A.   Built-in; 

1.  Mandatory  growth  in  base  payroll, 
including  periodic  step  increases, 

and  career  ladder  promotions  ..     $  21,824,000        +$    309,000 

2.  Full -year  effect  on  pay  and 
benefits  of  locality  pay 
increase  effective  January, 

1994  706,000         ♦      17B,000 

3.  Full-year  effect  of  filling 
management  positions  left 
vacant  during  transition  and 

merger  ♦     250,000 

4.  Anticipated  increase  in  lump- 
sum leave  payments  due  to 
increased  number  of  employees 

eligible  for  retirement  33,000        ♦      50,000 

5.  Anticipated  increase  in  reimburse- 
ment to  the  Department  of  Labor 
for  payments  made  to  former 

employees  35,000        ♦      10,000 
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SUMMARY  OF  CHANGES  -  continued 


71 


FY  1994  Base        FY  1995  Changes 
Budget  Authority     from  FY  1994  Base 


6.  Increases  in  travel  and  other 
nonpersonnel  costs  associated 
with  mandatory  3-year 

evaluation  cycle  S    235,000        +S     245,000 

7.  Increase  in  building  rents 

(per  GSA)  3,443,000         + 89^000 

Subtotal,  built-in  increases  +  S   1,131,000 

B.   Program: 

1.  Maintenance  of  employee  awards 

at  2  percent  of  payroll  S     350,000        +S      50,000 

2.  Increases  in  travel  for  project 
development,  monitoring,  and 
other  activities  resulting  from 
increases  in  ongoing  programs  and 
implementation  of  new  programs 
(University  Year  for  VISTA  and 

Senior  Demonstration  Program)  .  718,000        +     208,000 

3.  Increases  in  transportation  for 
relocation  of  employees  in 

conjunction  with  merger 90,000        +       10,000 

4.  Increases  in  telecommunications 
costs  associated  with  increased 
use  of  local  and  wide  area 
networks  linking  field  offices 

and  headquarters  1,103,000        ♦      86,000 

5.  Increases  in  contractual  service 
costs  for  ADP  systems  design  and 
implementation  to  improve  manage- 
ment information,  financial  manage- 
ment, and  other  key  electronic 

data  systems  1,754,000        ♦      185,000 

6.  Increases  in  printing  and  repro- 
duction costs  to  produce  updated 
informational  materials  reflecting 
new  programs  and  new 

organiiation  110,000        ♦      65,000 
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SUMMARY  OF  CHANGES  -  continued 

FY  1994  Base        FY  1995  Changes 
Budget  Authority     from  FY  1994  Base 

7.   Increases  in  supplies  and  materials 
for  replacement  hard-  and  software 
needed  to  provide  all  employees 
with  technology  necessary  to  take 
advantage  of  communications  networks, 
common  data  bases,  and  other  systems 
and  features  designed  to  improve 
efficiency  and  productivity  ...      $    222,000        +$     178,000 

Subtotal,  program  increases  +$     782  000 

Total  increases  +  5   1,913,000 

Decreases: 

A.  Built-int 

1.  Reduction  of  6  FTE  required  by 
Executive  Order  12839,  "Reduction 
of  100,000  Federal  Positions" 

(dated  February  10,  1993)  $        -$      342,000 

2.  Decrease  in  amount  of  reimbursement 
due  to  the  Department  of  Labor  for 
payments  made  to  employees  under 
the  Federal  Employees'  Compen- 
sation Act  (FECA)  313,000         = 7.000 

Subtotal,  built-in  decreases  -5     349,000 

B.  Program: 

None  $        5        

Total  decreases  -5     349,000 

Net  change,  Program  Administration  +$   1,564,000 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 


DETAIL  OF  PERMANENT  POSITIONS   a/ 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Executive  Level  III  

Executive  Level  IV  

Executive  Level  V  

Subtotal  b/  

ES-6  

ES-5  

ES-4  

ES-3  

ES-2  

ES-1  

Subtotal  

GS/GM-15  

GS/GM-14  

GS/GM-13  

GS-12  

GS-11  

GS-10  

GS-09  

GS-08 

GS-07  

GS-06  

GS-05  

GS-04  

GS-03  

Subtotal  

Required  reduction  c/  

Total  permanent  positions  .  . 

Unfilled  positions,  end 
of  year 

Total  permanent  employment, 
end  of  year 


28 
30 
91 
119 
19 

2 
38 

5 
40 
27 
56 

4 
1 

460 

-  3 

469 

-53 

416 


28 
30 
91 
119 
19 

2 
38 

5 
40 
27 
56 

4 


460 
-  7 
463 

-44 
419 


8 

26 
29 
85 
118 
19 

2 
38 

4 
40 
27 
56 

4 
1 

449 

-10 

448 

-48 
400 


4/  Includes  the  Office  of  the  Inspector  General  for  fiscal  years  1993  and 
1994.  In  FY  1995,  the  Office  of  the  Inspector  General  is  requesting  a 
separate  appropriation. 

b/   Two  positions  (Deputy  Director  and  Associate  Director  for  Domestic  and 
Anti-Poverty  Operations)  were  deleted  in  the  National  and  Community 
Service  Trust  Act  of  1993,  which  merges  ACTION  with  the  Commission  on 
National  and  Community  Service  into  the  Corporation  for  National  and 
Community  Service. 

£/   Required  by  Executive  Order  12839,  "Reduction  of  100,000  Federal 

Positions"  (dated  February  10,  1993).   Distribution  by  grade  level  will  be 
determined  at  a  later  time. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 

FY  1993  rY  1994           rY  1995 

Appropriation  requested         ($205,137,000)  [ $206, 738,000]  $239,000,000 

Appropriation  (P.L.  102-394)       201,526,000  

Appropriation  (P.L.  103-112)              205,098,000 

Reimbursements                      4.503.000  4.082.000  zzz.   fi/ 

Federal  Departments  and 

agencies  3,506,000  3,178,000  

State  and  local  governments         316,000  286,000  

Public  and  private  nonprofit 


organizations  681.000  618.000 


Total  available  for  obligation    $206,029,000       $209,180,000      $239,000,000 
4/  Amount  cannot  be  determined  at  this  time. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 


APPROPRIATION  HISTORY 


Fiscal 

Budget  Estimate 

House 

Senate 

Year 

to  Conaress 

Allowance 

Allowance 

1972 

$     392,000 

$     392,000 

$     392,000 

1973 

98,425,000 

94,107,000 

94,107,000 

1974 

93,298,000 

89,323,000 

92,399,000 

1975 

102,344,000 

96,000,000 

100,000,000 

1976  and 

TO.     101,574,000 

101,313,000 

105,623,000 

1977 

93,902,000 

108,200,000 

108,200,000 

1978 

116,860,000 

117,260,000 

118,660,000 

1979 

130,986,000 

118,377,000 

118,377,000 

1980 

168,099,000 

Sj 

£/ 

1981 

169,154,000 

158,047,000 



1982 

145,32S,000 

148,575,000 

134,277,000 

1983 

117,721,000 

125,490,000 

129,073,000 

1984 

109,730,000 

a/ 

140,061,000  h/ 

1985 

120,217,000 

147,722,000 

150,284,000 

1986 

147,550,000 

150,164,000 

152,164,000 

1987 

149,865,000 

179,914,000 

174,496,000 

1988 

152,997,000 

162,191,000 

173,491,000 

1989 

165,991,000 

168,863,000 

171,897,000 

1990 

170,417,000 

ffl/ 

181,092,000 

1991 

192,424,000 

191,659,000 

200,136,000 

1992 

198,S52,000 

193,678,000 

201,691,000 

1993 

205,137,000 

201,502,000 

204,875,000 

1994 

206,738,000 

201,526,000 

206,287,000 

Appropriation  a/ 
$  79,136,000  b/ 
94,107,000 
91,760,000 
100,000,000 
103,595,000 
109,110,000 
118,377,000 
119,175,000 
145,584,000  d/ 
153,090,000  e/ 
131,858,000  fl/ 
129,321,000  f/ 
135,590,000  i/ 
150,164,000 
144,782,000 
156,287,000  1/ 
162,903,000  k/ 
170,420,000  1/ 
175,665,000  n/ 
191,289,000  o/ 
198,592,000  £/ 
201,526,000  g/ 
205,097,000 
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APPROPRIATION  HISTORY  -  continued 

Fiscal       Budget  Estimate  House  Senate 

Year  to  Congress         Allowance        Allowance     Appropriation  a/ 

1995  $239,000,000 

a      Includes  all  enacted  supplement al s  . 

b/    ACTION  was  established  in  FY  1972.   Funding  for  the  domestic  volunteer 

programs  incorporated  into  ACTION  was  transferred  from  the  Office  of  Economic 
Opportunity,  the  Department  of  Health,  Education  and  Welfare,  the  Small 
Business  Administration,  and  the  Department  of  Housing  and  Urban  Development. 
These  transfers  amounted  to  $78,744,000.   In  addition,  $392,000  was  directly 
appropriated  to  ACTION  for  the  civilian  pay  increase  effective  January  9, 
1972. 

c/    Only  Older  American  Volunteer  Programs,  totaling  $83,317,000,  were  considered 
and  appropriated.  The  remaining  programs  were  not  acted  upon. 

d/     Continuing  resolution  and  supplemental  appropriation. 

e/     Final  continuing  resolution  level. 

%_l  Reflects  the  terms  of  the  Continuing  Resolution  (P.L.  97-377)  effective 

through  September  30,  1983. 

3/     Deferred  by  the  House  because  reauthorization  law  had  not  been  enacted  by  the 
time  the  appropriations  bill  was  brought  up  for  consideration. 

h/     Passed  by  the  Senate;  removed  in  conference  because  reauthorization  law 
had  not  been  enacted. 

i/     Reflects  the  terms  of  the  Continuing  Resolution  (P.L.  98-151)  effective 
through  September  30,  1984. 

j/     Includes  $2,000,000  for  the  Literacy  Corps  and  $3,000,000  for  ACTION'S 
role  under  the  Drug-Free  America  Act. 

lj/     Includes  the  effect  of  4.26  percent  reduction  resulting  from  Congres- 
sional-Executive Office  of  the  President  agreement;  also  includes  $2,872,000 
for  the  Literacy  Corps  and  $1,570,000  for  ACTION'S  role  under  the  Drug-Free 
America  Act.   Also  includes  the  effect  of  $182,000  staff  travel  reduction 
required  by  Section  512  of  P.L.  100-202. 

1/  Includes  the  1.2  percent  reduction  required  to  meet  budget  targets  of  FY 

1988-89  agreement  (P.L.  100-436,  Sec.  517);  also  includes  $2,000,000  for 
ACTION'S  role  under  the  Urgent  Supplemental  Appropriations  Act  of  1989  (P.L. 
100-393). 

m./     Consideration  of  ACTION'S  appropriation  request  was  deferred  in  the  House 
pending  passage  of  the  Domestic  Volunteer  Service  Act  Amendments  of  1989. 


27 


78 


APPROPRIATION  HISTORY  -  continued 


a/  Include*  the  1.4  percent  reduction  required  to  meet  budget  targets  of 

Gramm-Rudman-Hol lings  deficit  reduction  legislation  (P.L.  99-177);  also 
includes  $1,500,000  for  ACTION'S  drug  abuse  prevention  program  provided  by  the 
Department  of  Transportation  and  Related  Agencies  Appropriation  Act  (P.L. 
101-164). 

2/    Includes  the  2.41  percent  reduction  required  to  meet  budget  targets  and  0.0013 
percent  reduction  required  for  mini-sequester  in  April,  1991.   Earmarks 
$31,015,000  for  VISTA  and  $2,245,000  for  drug  use  prevention  programs;  these 
amounts  were  reduced  to  $30,287,000  and  $2,191,000,  respectively,  after 
application  of  required  reductions. 

E/    Earmarks  $32,688,000  for  VISTA  and  $1,225,000  for  illicit  drug  use 
prevention  programs. 

3/    Earmarks  $35,822,000  for  VISTA  and  $1,225,000  for  illicit  drug  use 

prevention  programs.   Includes  the  effect  of  the  across-the-board  reduction  of 
0.8%  contained  in  the  final  Conference  Report  (Report  102-974). 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 
STAFFING  HISTORY  #,/ 

Agency         Program 
Fiscal  Ye«r  Total       Administral 

1983  S29 

1984  490 

1985  494 

1986  483 

1987  460 

1988  426 

1989  429 

1990  435 

1991  413 

1992  422 

1993  .".         414 

1994  416 

1995  (Request)  404 

a./  For  fiscal  years  1983  through  1993,  figures  represent  the  number  of  full- 
time  equivalent  (FTE)  workyears  reported  to  the  Office  of  Management  and 
Budget;  for  fiscal  years  1994  and  1995,  the  figures  represent  the 
authorized  Agency  FTE  ceiling. 

b/   Prior  to  fiscal  year  1991  both  the  funding  and  the  FTE  for  the  Inspector 
General's  staff  were  included  in  the  allocation  for  Program 
Administration.   From  FY  1991  through  FY  1994,  in  accordance  with  the 
Inspector  General  Act  Amendments  of  1988,  provision  was  made  for  a 
separate  allocation  for  the  Office  of  the  Inspector  General.   With  the 
enactment  of  the  National  and  Community  Service  Trust  Act  of  1993  and  the 
creation  of  the  Corporation  for  National  and  Community  Service,  the  Office 
of  the  Inspector  General  will  become  an  independent,  statutory  entity  in 
accordance  with  the  Inspector  General  Act  of  1978,  as  amended,  with  a 
separate  appropriation. 


:ion  b/ 

Inspector 
General 

529 

— 

490 



494 



483 



460 



426 



429 



435 



403 

10 

410 

12 

402 

12 

404 

12 

404 

___ 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 

ACTION  ON  CONGRESSIONAL  RECOMMENDATIONS 

House  Report  103-156 

VISTA 

Recommendat  ion 

The  Committee  hae  included  funding  for  2,810  volunteer  service  years.   The 
Committee  intends  this  service  year  level  to  be  a  ceiling  for  1994,  and  funds 
should  not  be  reprogrammed  from  within  VISTA  or  other  Title  I  programs  in  order 
to  increase  the  service  years  above  this  level. 

Action  Taken 

The  Conference  Report  on  the  appropriations  for  fiscal  year  1994  deleted  the 
appropriations  language  in  the  House  bill  that  earmarked  funds  for  parts  A  and  C 
of  Title  I.   As  a  result,  the  language  in  the  Domestic  Volunteer  Service  Act,  as 
amended,  required  that  monies  available  for  parts  B  and  C  of  Title  I  be  earmarked 
for  the  VISTA  program.   The  Agency  anticipates  achieving  3,115  volunteer  service 
years  with  available  appropriations  in  fiscal  year  1994. 

Related  Congressional  Reports 

HUD-VA  Senate  Report  103-137 
HUD-VA  Conference  Report  103-137 

Recommendat  ion 

The  HUD-VA  Senate  report  limits  the  number  of  VISTA  volunteers  and  Civilian 
Community  Corps  members  who  will  receive  postservice  educational  awards  to  1,000. 

The  Conference  report  amended  the  limitation  to  $9,450,000  for  educational  awards 
for  VISTA  volunteers,  with  the  stipulation  that  the  Committees  on  Appropriations 
will  review  the  educational  awards  for  VISTA  volunteers  at  mid-year  and  may 
adjust  the  limitation. 

Action  Taken 

The  Corporation  for  National  and  Community  Service  estimates  that  2,000  VISTA 
Volunteers  will  begin  service  in  fiscal  year  1994  that  leads  to  eligibility  for 
educational  awards.   If  all  volunteers  complete  the  service  requirement,  the 
total  cost  would  be  $9,450,000.   VISTA  Volunteers  serving  after  March  1,  1994, 
who  complete  a  term  of  service  will  be  eligible  to  receive  an  educational  award. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 
VOLUNTEER  SERVICE  YEARS  FUNDED   a/ 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Stipended  Volunteer  Programs: 

Volunteers  in  Service  to  America 
VISTA  Literacy  Corps 
University  Year  for  VISTA 
Foster  Grandparent  Program 
Senior  Companion  Program  b/ 
Senior  Demonstration  Program 

Total 


2,928 

3,150 

4,111 

433 

430 

440 





134 

18,100 

18,500 

19,800 

8,060 

7,890 

9,060 





180 

29,521 


29,970 


33,725 


TOTAL  VOLUNTEERS   c/ 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Stipended  Volunteer  Programs: 

Volunteers  in  Service  to  America 
VISTA  Literacy  Corps 
Foster  Grandparent  Program 
Senior  Companion  Program 
Senior  Demonstration  Program 

Non-Stipended  Volunteer  Programs: 

University  Year  for  VISTA  d/ 
Retired  and  Senior  Volunteer  Program 
Special  Volunteer  Programs 

Total 


4,250 

4,575 

5,875 

580 

582 

596 

22,200 

22,600 

24,000 

13,160 

12,900 

14,430 





192 

22,750 

445,200 

4.000 

512,140 


445,700 


486,357 


192 

457,700 
5.000 

507,985 


a/   These  figures  represent  Federally-funded  volunteer  service  years  only. 

b/   The  reduction  in  volunteer  service  years  in  FY  1994  is  due  to  the  conversion  of 

volunteers  previously  serving  on  projects  funded  under  cooperative  agreements  with 
the  Administration  on  Aging  and  Visiting  Nurse  Associations  of  America  from 
Federally-funded  to  non-Federally-funded  status. 

£/   These  figures  represent  the  total  number  of  both  Federally-  and  non-Federally- 
funded  volunteers  participating  in  the  program  during  the  fiscal  year. 

&/      In  FY  1993  the  program  funded  under  the  authority  of  Title  I,  Part  B  of  the 
Domestic  Volunteer  Service  Act,  as  amended,  was  the  Student  Community  Service 
Program,  which  was  not  reauthorized  in  the  Domestic  Volunteer  Service  Act 
Amendments  of  FY  1993.   The  new  program.  University  Year  for  VISTA,  was  authorized 
but  not  funded  in  FY  1994;  its  first  year  of  operation  will  be  FY  1995. 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS 

Programmatic  improvements  grow  out  of  the  Corporation's  commitment  to 
improving  the  quality  of  volunteer  programs  and  opportunities  and  to  providing 
the  administrative  and  financial  support  activities  required  to  increase  the 
effectiveness,  efficiency,  and  timeliness  with  which  services  are  delivered  to 
programs  and  offices. 

Programmatic  and  administrative  accomplishments  in  FY  1993  included: 

o   Program  Activities 

1.  On  very  short  notice,  staff  designed  and  implemented  the  VISTA  Summer 
Associates  program,  involving  over  700  volunteers,  as  part  of  the 
President's  Summer  of  Service  initiative.   Summer  Associates  served 
with  full-time  VISTA  Volunteers  on  33  existing  projects,  working  in  the 
areas  of  health  care,  education,  and  permanent  housing  within  low- 
income  communities. 

2.  Continued  work  on  the  VISTA  Management  System  that  will  integrate 
information  about  VISTA  Volunteers,  their  allowances,  and  the  projects 
on  which  they  serve.   The  new  system,  expected  to  be  operational  in 
fiscal  year  1994,  will  tie  ACTION'S  state  offices,  nine  regional 
offices,  and  headquarters  into  a  single  system.   This  will  provide  a 
more  efficient  and  dependable  means  of  initiating  payments  to 
volunteers  as  well  as  significantly  improve  management  information. 

3.  Through  an  interagency  agreement  with  the  Commission  on  National  and 
Community  Service,  VISTA  projects  designed  to  assist  victims  of  the 
Midwest  flood  were  started  in  Illinois,  Iowa,  Missouri,  and  Kansas. 

4.  Approximately  84  volunteer  service  years  were  produced  by  VISTA 
Volunteers  working  on  cost-shared  projects  in  conjunction  with  a 
variety  of  public  and  private  nonprofit  organizations  with  which  VISTA 
has  special  agreements. 

5.  Despite  severe  budget  pressures  at  the  state  and  local  government 
levels,  RSVP's  budget  of  $33.7  million  was  matched  with  $36.7  million 
from  other  sources,  demonstrating  the  broad  support  for  RSVP;  the 
Federal  costs  of  sponsoring  RSVP  were  less  than  50  cents  per  hour  of 
service. 

6.  In  addition  to  a  Federal  budget  of  $64.8  million,  FGP  projects  raised 
nearly  $30  million  in  matching  funds  at  the  state  and  local  levels, 
even  though  only  a  10  percent  match  is  required  by  law.   FGP's  non- 
Federal  funding  increased  from  the  previous  year  by  over  $2.1  million. 

7.  During  fiscal  year  1993,  ACTION  continued  its  relationship  with 
the  Commission  on  National  and  Community  Service  for  the  purpose  of 
stimulating  FGP  involvement  with  Head  Start  Parent  Child  Centers.   To 
this  end,  the  Commission  transferred  $200,000  to  ACTION  for  5  grants 
awarded  in  the  fourth  quarter  of  the  fiscal  year. 

8.  A  national  training  conference  for  Foster  Grandparent  Program  project 
directors  was  held,  emphasizing  innovative  programming  and  the  role  of 
Foster  Grandparents  in  national  priority  efforts  to  assist  children 
with  special  needs. 

9.  Senior  Companion  Program  projects  were  supported  by  $17.3  million  in 
non-Federal  funds,  almost  a  60  percent  match  for  every  Federal  dollar. 

10.   The  final  report  on  the  VISTA  evaluation  was  issued,  as  was  an  interim 
report  on  the  Senior  Companion  Program. 


33 


84 


PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS  -  continued 

11.   Newsletters  for  each  of  the  senior  programs  were  developed  to  enhance 
communications  among  projert  directors,  Agency  staff,  and  interested 
parties  in  other  organizations. 

o  Management  and  Administration 

Staff  began  working  on  task  forces  planning  the  implementation  of  the 
Corporation  for  National  and  Community  Service;  task  force  issues 
included  state  structures,  accounting  and  financial  management  systems, 
alternative  personnel  systems,  and  program  emphases  for  AmeriCorps.   As 
part  of  the  same  effort,  a  training  conference  for  State  Program 
Directors  was  held,  focusing  on  innovative  programming  for  current 
programs  and  providing  them  with  information  on  their  roles  and 
responsibilities  in  the  Corporation.   A  portion  of  the  conference  was 
held  jointly  with  staff  from  the  White  House  Office  of  National  Service 
and  the  Commission  on  National  and  Community  Service,  as  well  as  with 
representatives  of  state  lead  agencies  and  participants  from  state 
governors'  offices,  to  begin  the  process  of  acquiring  a  common 
information  base  and  to  develop  a  working  relationship  for  implementing 
the  provisions  of  the  National  and  Community  Service  Trust  Act  of  1993. 

o   Automation 

1.  In  a  first  step  toward  downsizing  mainframe  applications,  the 
development  of  the  VISTA  management  system  was  moved  from 
the  mainframe  to  a  local  area  network  (LAN). 

2.  A  local  area  network  (LAN)  was  installed  in  headquarters  and  nationwide 
electronic  communications  capabilities  were  increased  for  the  regional 
and  state  offices. 

3.  Implementation  of  the  automation  plan  continued  through  the  purchase 
and  installation  of  new  hardware  and  software;  expanded  use  was  made  of 
shared  printers  to  increase  the  effective  use  of  available  equipment. 

Planned  accomplishments  for  FY  1994  include: 
o   Program  Activities 

1.  Approximately  40  VISTA  Volunteer  leaders,  selected  on  the  basis  of 
exemplary  performance  in  their  first  year  of  service,  will  be  assigned 
to  larger,  geographically  dispersed  projects  to  provide  additional 
support  and  technical  assistance  to  other  volunteers. 

2.  The  new  VISTA  payroll/personnel  system  will  be  fully  operational, 
providing  Agency  management  with  improved  program  and  volunteer 
information  as  well  as  efficient  processing  of  volunteer  payroll  data. 

4.  VISTA  resources  will  support  a  broad  range  of  rural  and  urban  community 
development  activities,  including  projects  developed  in  partnership 
with  the  Enterprise  Foundation,  National  Federation  of  Community 
Development  Credit  Unions,  Vanderbilt  University  Center  for  Health 
Services,  and  the  Texas  Department  of  Health. 

4.  Approximately  1,000  VISTA  Summer  Associates  will  participate  in  the 
Summer  of  Safety  program. 

5.  As  required  by  the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  a 
total  of  $500,000  will  be  spent  to  increase  public  awareness  of  the 
role  participants  in  the  National  Senior  Volunteer  Corps  play  in  the 
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ADMINISTRATIVE  AND  PROGRAMMATIC  IMPROVEMENTS  -  continued 

nation  and  in  local  communities.   A  special  focus  will  be  to  attract 
volunteers  between  the  ages  of  55  and  59  to  the  Retired  and  Senior 
Volunteer  Program,  reflecting  the  expanded  population  of  potential 
volunteers  permitted  by  the  Domestic  Volunteer  Service  Act  Amendments 
of  1993. 

6.  Work  will  begin  on  a  technical  assistance  paper  on  AIDS,  Foster 
Grandparents,  and  children,  in  collaboration  with  a  local  FGP  project. 

7.  A  national  conference  for  Senior  Companion  Program  project  directors 
will  be  held  in  conjunction  with  the  20th  anniversary  of  SCP's 
founding. 

8.  New  program  initiatives  for  the  Senior  Companion  Program  will  include 
partnerships  with  the  Health  Care  Financing  Administration  (HCFA) 
Medicaid  home  and  community-based  waiver  program  and  with  the  Visiting 
Nurse  Associations  of  America  to  explore  involvement  of  the  insurance 
industry  in  funding  Senior  Companion  volunteer  stipends. 

9.  Senior  volunteers  will  be  involved  in  Summer  of  Safety  activities  for 
the  first  time. 

10.   Final  evaluation  reports  on  the  Foster  Grandparent  and  Senior  Companion 
Programs  will  be  issued,  and  work  on  an  evaluation  of  the  VISTA 
Literacy  Corps  will  begin. 

o  Management  and  Administration 

Plans  for  the  Corporation  for  National  and  Community  Service  will  be 
developed  and  implemented,  including  the  transfer  of  ACTION'S 
functions,  establishment  of  program  and  administrative  support  systems 
for  both  Domestic  Volunteer  Service  Act  (DVSA)  and  National  and 
Community  Service  Act  (NCSA)  programs,  revision  of  existing  DVSA 
program  regulations  to  reflect  the  new  organizational  structure,  and 
relocation  of  staff  from  the  Office  of  National  Service  and  the 
Commission  on  National  and  Community  Service  into  a  common  location 
with  ACTION  staff.   State  Program  directors  will  assume  their  new 
responsibilities  as  Interim  State  Representatives  of  the  Corporation; 
national  training  will  be  provided  on  proposed  regulation's  for  State 
Commissions  and  AmeriCorps  programs  to  assure  a  common  and  in-depth 
base  of  knowledge. 

o   Automation 

1.  A  nationwide  wide  area  network  (WAN)  will  be  installed  to  tie  the  field 
offices  into  the  headquarters  LAN;  LAN's  will  be  installed  in  the  nine 
regional  offices. 

2.  Additional  hardware  and  software  will  be  purchased  in  an  effort  to 
replace  outmoded  computers  currently  in  use;  staff  will  be  encouraged 
to  expand  their  usage  of  personal  computers  through  formal  training  as 
well  as  through  technical  assistance  from  knowledgeable  staff. 

Planned  accomplishments  for  FY  1995  include; 

o   Program  Activities 

1.   VISTA  will  expand  the  number  of  Federally-funded  volunteer  service 
years  by  over  30  percent  from  the  FY  1994  level  and  will  continue  to 
work  with  state  and  local  governments  and  private  nonprofit 
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PROGRAMMATIC  AND  ADMINISTRATIVE  IMPROVEMENTS  -  continued 

organizations  to  increase  opportunities  for  full-time  stipended 
volunteers  using  non-Federal  funding  sources. 

2.  Demonstration  grants  will  be  awarded  to  test  models  of  the  University 
Year  for  VISTA,  providing  students  with  opportunities  to  combine  full- 
time  service  with  structured  learning. 

3.  All  three  National  Senior  Volunteer  Corps  programs  will  have  sufficient 
funds  to  fund  new  projects  in  areas  not  previously  served  by  NSVC 
volunteers,  to  award  grants  for  Programs  of  National  Service 
components,  and  to  provide  funds  for  administrative  cost  increases  to 
current  projects. 

4.  A  national  training  conference  will  be  held  for  the  Retired  and  Senior 
Volunteer  Program  project  directors. 

5.  In  the  Senior  Demonstration  Program,  the  Corporation  will  award  grants 
to  demonstration  projects  to  develop  partnership  models  for  expansion 
of  existing  National  Senior  Volunteer  Corps  programs  and  to  test  new 
program  models  aimed  at  increasing  opportunities  for,  and  the  amount  of 
service  contributed  by,  the  increasing  portion  of  the  population  aged 
55  and  older. 

o   Management  and  Administration 

The  Corporation  will  continue  its  efforts  to  improve  data  processing 
capabilities,  expand  the  use  of  local  area  networks,  and  replace 
outmoded  equipment  to  improve  the  efficiency  and  effectiveness  of 
staff. 
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Budget  Activity  1 
VOLUNTEERS  IN  SERVICE  TO  AMERICA 


FY  1993     FY  1994       FY  1995      Increase/ 
Enacted     Estimate      Estimate    Decrease 


A.  (1)   Volunteers  in  Service 

to  America 

(VISTA)  $34,667,000   $37,683,000    $53,000,000  ♦  15,117,000 

(2)   Literacy  Corps  5,009,000    5,009,000     5,600,000  +     591,000 

B.  University  Year  for 

VISTA  958.000   ZZZ  1.000.000  ♦   1.000.000 

Total  budget  authority  $40,634,000   $42,892,000    $59,600,000  +$16,709,000 


General  Statement 

The  Volunteers  in  Service  to  America  (VISTA),  VISTA  Literacy  Corps,  and 
University  Year  for  VISTA  Programs  are  authorized  by  Parts  A  and  B  of  Title  I  of 
the  Domestic  Volunteer  Service  Act  of  1973,  as  amended,  which  extends  through 
September  30,  1996.   The  mission  of  the  VISTA  program  is  to  supplement  efforts  to 
alleviate  poverty  in  the  United  States  by  enabling  people  from  all  walks  of  life 
to  perform  meaningful  and  constructive  volunteer  service.   Since  the  program's 
inception  30  years  ago,  over  100,000  VISTA  Volunteers  have  served  on  more  than 
12,000  projects  aiding  in  the  solution  of  poverty-related  problems.   VISTA 
Volunteers  mobilize  human,  financial,  and  material  resources,  and  strengthen  the 
capacity  of  organizations  to  address  poverty  problems. 

The  purpose  of  the  VISTA  Literacy  Corps  is  to  develop,  strengthen,  supplement, 
and  expand  the  efforts  of  public  and  private  nonprofit  organizations  at  the 
local,  state,  and  Federal  levels  to  overcome  the  problems  of  illiteracy. 

The  purpose  of  the  University  Year  for  VISTA  program  is  to  offer  students  at 
post-secondary  institutions  an  opportunity  to  enhance  their  academic  program  with 
a  period  of  full-time  service  to  address  the  most  basic  needs  of  the  nation's 
poor. 
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Budget  Activity  1A(1) 
VOLUNTEERS  IN  SERVICE  TO  AMERICA  (VISTA) 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Increase/ 
Decrease 


Program  Data: 

Total  volunteer  service  years  3.014 

Federally-funded  2,928 

Non-Federally-funded  a/  86 

Training  entries  b/  2,539 

Budget  authority: 

Grant-supported 

volunteers  $       $ 

Volunteer  support  31,475,000 

Project  support  938,000 
Training  and  technical 

assistance  1,575,000 

Recruitment  509,000 

Evaluation  72,000 

Lapsed  funds  98.000 


3.450 

3,150 

300 

3,034 


33,326,000 
1,161,000 

2,828,000 
568,000 


4.411  £. 

4,111  + 

300 

3,650  + 


961 


961 


616 


—    s 


46,626,000 
1,747,000 

3,832,000 
795,000 


13,300,000 
586,000 

1,004,000 
227,000 


Total  appropriation 


$34,667,000  $37,883,000  c/  $53,000,000  +$15,117,000 


a/ 


b/ 
£/ 


VISTA  Volunteer  service  years  produced  during  the  fiscal  year  by  volunteers 
supported  by  funds  from  Federal  departments,  state  and  local  governments,  and 
public  or  private  nonprofit  organizations.   The  estimate  for  FY  1995  is 
incomplete,  based  on  memorandums  of  understanding  currently  on  file  which 
have  performance  periods  extending  into  FY  1995.   The  funding  cycles  on  the 
memorandums  vary  widely,  coinciding  with  the  starting  date  of  the  projects; 
it  is  therefore  difficult  to  develop  a  precise  estimate  thiB  far  in  advance. 
Federally-funded  only. 

To  comply  with  Title  V,  Section  501(e)  of  the  Domestic  Volunteer  Service  Act 
of  1973,  as  amended,  funds  appropriated  in  FY  1994  for  University  Year  for 
VISTA  and  Special  Volunteer  Programs  were  reallocated  to  the  VISTA  program. 


General  Statement 


VISTA  is  part  of  AmeriCorps,  the  President's  national  service  program.   This 
program  is  designed  to  meet  the  unmet  human,  educational,  environmental,  and 
public  safety  needs  in  communities  across  the  country;  to  expand  educational 
opportunity  for  those  individuals  willing  to  give  a  year  of  service;  and  to  renew 
or  instill  an  ethic  of  civic  responsibility  and  a  spirit  of  community  throughout 
the  country.   Other  parts  of  AmeriCorps  within  the  Corporation  include  the 
National  Civilian  Community  Corps  and  the  AmeriCorps  Grants  funded  under  the 
authority  of  the  National  and  Community  Service  Act.   As  part  of  AmeriCorps, 
VISTA  provides  opportunities  both  for  individuals  and  communities  needing 
assistance  that  may  not  be  available  under  the  other  programs.   VISTA  Volunteers 
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focus  on  capacity-building  activities  targeted  at  the  needs  of  low-income 
communities  and  individuals. 

VISTA  Volunteers  serve  full  time  for  one  year,  without  regard  to  regular  working 
hours,  living  at  the  same  subsistence  level  as  the  low-income  people  they  are 
serving.   They  are  assigned  to  a  variety  of  public  and  private  nonprofit 
organizations  throughout  the  nation.   These  organizations  serve  as  VISTA  project 
sponsors,  directing  the  volunteers'  activities  and  Including  the  local  community 
in  the  planning  and  operation  of  projects. 

In  order  to  permit  them  to  devote  full-time  to  volunteer  service,  VISTA 
Volunteers  receive  a  modest  subsistence  allowance,  health  benefits,  and,  at  the 
close  of  their  term  of  service,  a  lump-sum  stipend  which  accrues  for  each  month 
of  service.   Beginning  in  March,  1994,  VISTA  Volunteers  will  also  be  eligible  (in 
lieu  of  the  accrued  stipend)  for  the  educational  benefit  provided  by  the  National 
Service  Trust.   VISTA  Volunteers  may  also  receive  child  care  benefits  while 
participating  in  the  program.   Volunteers  who  receive  other  benefits  prior  to 
enrollment  retain  them  during  their  period  of  service.   Potential  criteria  for 
additional  volunteers  to  receive  such  assistance  are  under  development. 

VISTA'S  primary  objective  —  helping  low-income  individuals  achieve  self- 
sufficiency  —  remains  the  cornerstone  of  the  program.   VISTA  creates  working 
relationships  among  the  sponsor,  the  community,  and  the  private  sector  in  order 
to  enhance  the  long-term  impact  of  VISTA  projects.   VISTA  Volunteers  assist  the 
poor  in  establishing  methods  for  meeting  their  most  basic  human  needs  —  methods 
which  can  be  replicated  by  others  confronted  with  similar  problems.   VISTA'S 
programming  efforts  focus  on  the  problems  of  hunger,  homelessness,  illiteracy, 
unemployment,  inadequate  health  care,  substance  abuse,  domestic  violence  and 
child  abuse,  and  the  needs  of  low-income  seniors,  the  disabled,  migrant  farm 
workers,  and  Native  Americans. 

All  volunteers  are  recruited  for  the  skills,  experience,  and  commitment  they 
bring  to  the  project.   Volunteers  come  from  all  walks  of  life,  all  geographical 
areas,  all  economic  levels,  and  all  age  groups.   Approximately  15  percent  of  all 
volunteers  are  55  years  of  age  or  older,  and  30  percent  are  between  the  ages  of 
18  and  27.   The  median  age  of  the  volunteers  is  35,  and  more  than  25  percent  of 
the  volunteers  are  recent  college  graduates. 

Planned  Accomplishments  for  FY  1994:   During  fiscal  year  1994,  VISTA  will  produce 
3,150  volunteer  service  years  on  more  than  700  projects  throughout  the  nation, 
with  more  than  half  of  the  program's  resources  focused  on  the  problems  of  hunger, 
homelessness,  illiteracy,  unemployment,  and  poor  health  conditions.   Remaining 
VISTA  resources  will  support  a  broad  range  of  rural  and  urban  community 
development  activities,  including  projects  developed  in  partnership  with  the 
Enterprise  Foundation,  National  Federation  of  Community  Development  Credit 
Unions,  Vanderbilt  University  Center  for  Health  Services,  and  the  Texas 
Department  of  Health.   VISTA  projects  will  also  be  involved  in  long-term  flood 
relief  efforts  in  the  Midwest  as  well  as  earthquake  recovery  efforts  in  Southern 
California.   All  VISTA  projects  will  assist  in  institutionalizing  the  volunteers' 
activities  through  generation  of  private  sector  financial  and  material  support 
and  recruitment  of  part-time  local  volunteers.   An  average  3  percent  increase  in 
the  volunteer  subsistence  allowance  will  be  implemented  to  bring  the  nationwide 
average  subsistence  rate  to  105  percent  of  the  poverty  index  for  a  single 
individual,  as  required  by  the  Domestic  Volunteer  Service  Act  of  1973,  as 
amended.   As  a  result  of  increased  campus  recruitment,  the  number  of  recent 
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college  graduates  serving  in  VISTA  will  increase  to  nearly  30  percent  of  total 
active  volunteers.   Commemoration  of  VISTA'S  30th  Anniversary  will  involve  the 
program's  alumni  in  community  service  and  recognition  activities.   VISTA 
Volunteers  will  become  eligible  for  receipt  of  the  $4,725  educational  award  from 
the  National  Service  Trust  Fund.   With  funding  from  AmeriCorps,  one  thousand 
VISTA  Summer  Associates  will  be  involved  in  crime  prevention  and  crime  control 
activities  as  part  of  the  1994  Summer  of  Safety. 

Objectives  for  FY  1995:   Program  growth  in  VISTA  is  an  important  part  of  the 
Corporation's  overall  expansion  of  service  activities  and  opportunities  and  a 
major  investment  priority  of  the  Administration  in  the  FY  1995  budget.   During 
fiscal  year  1995,  VISTA  will  produce  4,111  volunteer  service  years  on 
approximately  900  Federally-funded  projects  focusing  again  on  the  programmatic 
areas  highlighted  in  the  current  authorizing  legislation.   These  efforts  will 
include  creation  of  opportunities  for  job  placement  and  job  development; 
expansion  of  community-based  health  care  activities  in  low-income,  medically- 
underserved  areas;  strengthening  of  community  development  credit  unions;  and 
economic  and  structural  revitalization  of  inner  city  neighborhoods.   Many  of 
these  programming  activities  will  occur  in  partnership  with  organizations  which 
have  specialized  training  and  management  capacity.   The  volunteer  subsistence 
allowance  will  increase  by  an  average  of  4  percent  to  remain  at  105  percent  of 
the  anticipated  poverty  index  for  a  single  individual.   VISTA  recruitment  and 
public  awareness  efforts  will  focus  again  on  campus  recruitment  as  well  as 
targeted  recruitment  of  those  with  special  skills,  including  retired 
professionals.   Eligible  volunteers  will  receive  the  $4,725  educational  award  in 
lieu  of  the  post-service  stipend.   Those  choosing  the  stipend  will  accrue  that 
allowance  at  a  rate  of  $100  per  month,  to  be  paid  at  the  end  of  their  period  of 
service. 

Budget  Justification 

The  total  VISTA  budget  request  for  FY  1995  is  $53,000,000,  which  is  an  increase 
of  $15,117,000  above  the  FY  1994  level. 

Grant-supported  volunteers  5. 

No  grant-supported  volunteers  are  planned  for  FY  1995 

Volunteer  support  S46.626.000 

The  FY  1995  request  for  volunteer  support  is  $46,626,000  which  will  provide 
volunteers  with  an  average  4  percent  increase  in  the  monthly  subsistence 
allowance  (effective  in  December,  1994)  to  maintain  the  nationwide  average 
subsistence  rate  at  105  percent  of  the  expected  poverty  index  for  a  single 
individual.   The  funding  request  will  also  support  a  stipend  accrued  at  $100  per 
month  for  payment  at  the  end  of  service  for  those  volunteers  who  do  not  choose 
the  educational  award,  and  an  anticipated  increase  in  the  cost  of  VISTA  Volunteer 
health  benefits  of  12  percent.   VISTA  Volunteers  are  regarded  as  Federal 
employees  for  coverage  under  the  Federal  Tort  Claims  and  Federal  Employees' 
Compensation  Acts. 
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Project  support  S  1.747.000 

The  FY  1995  request  for  project  support  is  $1,747,000,  which  will  provide  limited 
funding  for  volunteer  supervision  and  job-related  transportation.   VISTA  provides 
a  share  of  these  costs  for  approximately  30  percent  of  local  sponsoring 
organizations  which  could  not  otherwise  afford  to  provide  such  support.   The 
increase  in  funds  over  the  FY  1994  level  will  enable  additional  project  sponsors, 
particularly  those  which  are  grassroots  organizations,  to  receive  support  needed 
for  operation  of  the  VISTA  projects. 

Training  and  technical  assistance  S  3.832.000 

Funds  in  this  category  cover  volunteer  support  during  training,  facilities, 
supplies,  materials,  and  travel  and  fees  for  training  consultants.   All  trainees 
will  receive  a  generic  four-day  regional  pre-service  orientation,  followed  by 
more  specific  skill  training  early  in  their  volunteer  service.   The  increase  in 
funds  over  the  FY  1994  level  will  support  this  additional  skill  training  as  well 
as  multi-regional  training  events  for  VISTA  supervisors. 

Recruitment  S    795.000 

The  Corporation's  request  for  recruitment  will  provide  funds  for  efforts  directed 
toward  increasing  general  awareness  of  the  VISTA  program  and  recruitment  geared 
toward  college  campuses  and  targeted  campaigns  designed  to  recruit  specially- 
skilled  volunteers  and  retired  professionals. 

Evaluation  e       


In  accordance  with  the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  program 
evaluation  will  be  funded  from  the  program  administration  portion  of  the 
appropriation. 
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Budget  Activity  1A(2) 
VISTA  LITERACY  CORPS 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Increase/ 
Decrease 


Program  Data: 

Volunteer  service  years 

Training  entries 
Budget  Authority: 

Grant-supported 

volunteers 
Volunteer  support 
Project  support 
Training  and  technical 

assistance 
Recruitment 
Evaluation 
Lapsed  funds 

Total  appropriation 


433 

399 


4,497,000 
135,000 

238,000 
72,000 

67.000 


430 
350 


4,544,000 
151,000 

239,000 
75,000 


440  + 
352  + 


S        —   S 
4,978,000  + 
187,000  + 


351,000  + 
84,000  + 


10 
2 


434,000 
36,000 

112,000 
9,000 


S  5,009,000   S  5,009,000    $  5,600,000  +$    591,000 


General  Statement 


The  VISTA  Literacy  Corps  is  authorized  under  Title  I,  Part  A,  Section  109  of  the 
Domestic  Volunteer  Service  Act  of  1973,  as  amended,  which  extends  through  Septem- 
ber 30,  1996.   The  purpose  of  the  VISTA  Literacy  Corps  is  to  develop,  strengthen, 
supplement,  and  expand  the  efforts  of  public  and  private  nonprofit  organizations 
at  local,  state,  and  Federal  levels  to  overcome  the  problems  of  illiteracy. 
VISTA  Volunteers  play  an  integral  role  in  mobilizing  private  sector  financial  and 
material  support  and  volunteer  resources  in  combating  illiteracy  throughout  the 
country.   In  addition,  VISTA  Volunteers  encourage  development  of  comprehensive 
statewide  approaches  for  addressing  the  problem  of  illiteracy. 

The  VISTA  Literacy  Corps  is  part  of  AmeriCorps,  the  President's  national  service 
program.   This  program  is  designed  to  meet  the  unmet  human,  educational, 
environmental,  and  public  safety  needs  in  communities  across  the  country;  to 
expand  educational  opportunity  for  those  individuals  willing  to  give  a  year  of 
service;  and  to  renew  or  instill  an  ethic  of  civic  responsibility  and  a  spirit  of 
community  throughout  the  country.   Other  parts  of  AmeriCorps  within  the 
Corporation  include  the  National  Civilian  Community  Corps  and  the  AmeriCorps 
Grants  funded  under  the  authority  of  the  National  and  Community  Service  Act.   As 
part  of  AmeriCorps,  VISTA  Literacy  Corps  provides  opportunities  both  for 
individuals  and  communities  needing  assistance  that  may  not  be  available  under 
the  other  programs. 

In  order  to  permit  them  to  devote  full-time  to  volunteer  service,  VISTA  Literacy 
Corps  Volunteers  receive  a  modest  subsistence  allowance,  health  benefits,  and,  at 
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the  close  of  their  term  of  service,  a  lump-sum  stipend  which  accrues  for  each 
month  of  service.   Beginning  in  March,  1994,  VISTA  Literacy  Corps  Volunteers  will 
also  be  eligible  (in  lieu  of  the  accrued  stipend)  for  the  educational  award 
provided  by  the  National  Service  Trust.   VISTA  Literacy  Corps  Volunteers  may  also 
receive  child  care  benefits  while  participating  in  the  program.   Volunteers  who 
receive  other  benefits  prior  to  enrollment  retain  them  during  their  period  of 
service.   Potential  criteria  for  additional  volunteers  to  receive  such  assistance 
are  under  development. 

Planned  Accomplishments  for  FY  1994 i   During  fiscal  year  1994,  the  VISTA  Literacy 
Corps  will  produce  approximately  430  volunteer  service  years  on  more  than  80 
projects  throughout  the  country.   Special  emphasis  will  be  placed  on  assigning 
volunteers  to  areas  with  the  highest  concentrations  of  illiteracy  and  of  low- 
income  individuals  and  families.   Volunteers  will  mobilize  private  sector  support 
and  part-time  volunteers  in  their  efforts  to  combat  illiteracy  in  areas  of 
greatest  need.   The  same  average  subsistence  increase  provided  in  the  regular 
VISTA  program  will  be  implemented  for  VISTA  Literacy  Corps  Volunteers,  and  they 
will  also  become  eligible  for  receipt  of  the  $4,725  educational  award  from  the 
National  Service  Trust  upon  satisfactory  completion  of  a  term  of  service. 

Objectives  for  FY  1995:   During  fiscal  year  1995,  the  VISTA  Literacy  Corps  will 
produce  440  volunteer  service  years  on  more  than  80  projects  to  support  literacy 
efforts  across  the  United  States.   New  emphasis  will  be  placed  on  inter- 
generational  literacy  efforts  and  on  workplace  literacy  projects  targeting  the 
marginally  employed.   The  same  increases  in  volunteer  support  provided  in  the 
regular  VISTA  program  will  be  implemented  for  VISTA  Literacy  Corps  Volunteers. 

Budget  Justification 

The  total  budget  request  for  VISTA  Literacy  Corps  is  $5,600,000,  an  increase  of 
$591,000  above  the  FY  1994  level. 

Grant-supported  volunteers  £ 

No  grant-supported  volunteers  are  planned  for  FY  1995. 

Volunteer  support  $4.978. 000 

The  FY  1995  request  for  volunteer  support  is  $4,978,000,  which  will  provide 
volunteers  with  an  average  4  percent  increase  in  the  monthly  subsistence 
allowance  (effective  in  December,  1994)  to  maintain  the  nationwide  average 
subsistence  rate  at  105  percent  of  the  expected  poverty  index  of  a  single 
individual.   The  funding  request  will  also  support  a  stipend  accrued  at  $100  per 
month  for  payment  at  the  end  of  service  for  those  volunteers  who  do  not  choose 
the  educational  award,  and  an  anticipated  increase  in  the  cost  of  VISTA  Volunteer 
health  benefits  of  12  percent.   VISTA  Volunteers  are  regarded  as  Federal 
employees  for  coverage  under  the  Federal  Tort  Claims  and  Federal  Employees' 
Compensation  Acts. 

Project  support  S   187.000 

The  FY  1995  request  for  project  support  is  $187,000  which  will  provide  limited 
funding  for  volunteer  supervision  and  job-related  transportation.   VISTA  provides 
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a  share  of  these  costs  for  approximately  30  percent  of  local  sponsoring  Budget 
organizations  which  could  not  otherwise  afford  to  provide  such  support.   The 
increase  in  funds  over  the  FY  1994  level  will  enable  additional  project  sponsors, 
particularly  those  which  are  grassroots  organizations,  to  receive  support  needed 
for  operation  of  the  VISTA  project. 

Training  and  technical  assistance  S    351.000 

Funds  in  this  category  cover  volunteer  support  during  training,  facilities, 
supplies,  materials,  and  travel  and  fees  for  training  consultants.   All  trainees 
will  receive  a  generic  four-day  regional  pre-service  orientation,  followed  by 
more  specific  skill  training  early  in  their  volunteer  service.   The  increase  in 
funds  over  the  FY  1994  level  will  support  this  additional  skill  training  as  well 
as  multi-regional  training  events  for  VISTA  supervisors. 

Recruitment  S    84.000 

Funds  requested  for  recruitment  will  support  efforts  directed  toward  increasing 
general  awareness  of  the  VISTA  program  with  specific  recruitment  activities 
geared  toward  college  campuses  and  targeted  recruitment  campaigns  designed  to 
recruit  specially  skilled  volunteers  and  retired  professionals. 

Evaluation  S 


In  accordance  with  the  Domestic  Volunteer  Act  Amendments  of  1993,  program 
evaluation  will  be  funded  from  the  program  administration  portion  of  the 
appropr  iat  ion . 
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Budget  Activity  IB 
UNIVERSITY  YEAR  FOR  VISTA  PROGRAM 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Increase/ 
Decrease 


Program  Data: 

Total  volunteers 

Number  of  grants 
Continuing 
New 
Demonstration 

Budget  Authority: 

Grants 
Evaluation 
Other  costs 
Lapsed  funds 

Total  appropriation 


22,750  a/ 

71  a/ 
58 
10 
3 


S   951,000 

6,000 
1,000 


fe/ 
b/ 


192   + 
5   + 


192 
5 


5   + 


51,000,000   +51,000,000 


+S1. 000,000 


S   958,000  a/  $ 


b/  51,000,000   +51,000,000 


a/   In  FY  1993  resources  supported  the  Student  Community  Service  Program,  which 

was  not  reauthorized  by  the  Domestic  Volunteer  Service  Act  Amendments  of 

1993. 
b/   To  comply  with  Title  V,  Section  501(e)  of  the  Domestic  Volunteer  Service  Act 

of  1993,  as  amended,  funds  appropriated  in  FY  1994  for  the  University  Year 

for  VISTA  program  were  reallocated  to  the  VISTA  program. 


General  Statement 


Today  American  university  students  are  increasingly  involved  in  community  service 
programs  dealing  with  the  problems  of  the  poor,  such  as  health  and  human  needs, 
illiteracy  and  other  education  issues,  public  safety,  and  environmental  problems 
in  low-  income  areas.   Students  serve  in  a  variety  of  volunteer  roles,  such  as 
tutors  in  educational  programs,  organizers  of  home  repair  and  weatherization 
projects,  and  companions  to  the  elderly. 

The  University  Year  for  VISTA  Program  (UYV)  is  authorized  by  Title  I,  Part  B  of 
the  Domestic  Volunteer  Service  Act  of  1973,  as  amended,  which  extends  through 
September  30,  1996.   The  program  is  designed  to  support  efforts  linking  the 
resources  of  postsecondary  academic  institutions  and  student  volunteers  with 
those  in  the  community  involved  in  resolving  poverty-related  human  and  social 
problems.   It  will  extend  the  program  mission  of  the  Volunteers  in  Service  to 
America  (VISTA)  by  supporting  full-time  volunteer  activities  by  undergraduates, 
graduate  students,  and  participants  in  specialized  professional  programs.   This 
will  be  done  through  project  grants  to  universities  and  community  organizations 
mobilizing  the  resources  of  the  university  community.   Through  these  grants, 
sponsoring  institutions  and  groups  will  be  able  to  provide  service  opportunities 
to  student  volunteers,  creating  service-learning  programs  combining  full-time 
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service  with  structured  learning.   This  strategy  will  enable  communities  to  reap 
immediate  benefits  from  students  who  are  serving,  and  long-term  benefits  as  the 
students  leave  school  and  continue  to  involve  themselves  in  community  affairs. 

University  Year  for  VISTA  complements  and  expands  university-based  service- 
learning  activities  authorized  under  Subtitle  B,  Part  II  of  the  National  and 
Community  Service  Act  of  1990,  as  amended.   Programs  directed  at  students  in 
grades  K-12  are  funded  by  the  Corporation  through  the  Serve  America  program 
authorized  under  Subtitle  B,  Part  I  of  the  National  and  Community  Service  Act  of 
1990,  as  amended. 

Planned  Accomplishments  in  1994:   The  Domestic  Volunteer  Service  Act  of  1973,  as 
amended,  requires  that  funds  appropriated  for  Title  I  of  the  Act  be  earmarked  to 
achieve  a  certain  minimum  number  of  service  years  for  the  VISTA  program.   As  a 
result  of  this  requirement  and  the  available  appropriations  in  fiscal  year  1994, 
no  funds  were  available  for  University  Year  for  VISTA  in  FY  1994. 

Objectives  for  FY  1995:   In  FY  1995  a  limited  number  of  demonstration  efforts 
will  be  initiated,  testing  models  of  University  Year  for  VISTA,  including 
projects  involving  undergraduates,  graduate  students,  and  participants  in 
specialized  professional  programs.   To  the  extent  resources  permit,  alternative 
models  of  service  learning  will  be  included  in  these  demonstrations.   It  is 
anticipated  these  projects  will  be  funded  for  a  limited  but  multi-year  period 
determined  by  program  goals  and  plans  for  continuation  of  the  service-learning 
effort  following  the  termination  of  UYV  funding.   In  FY  1995,  the  Corporation  is 
requesting  $1,000,000  for  the  University  Year  for  VISTA  program  to  fund  5 
demonstration  projects  with  approximately  192  participants  who  will  provide  134 
volunteer  service  years  of  effort.   This  program  will  be  administered  through 
grants  to  institutions  of  higher  education,  or  community-based  groups 
implementing  programs  of  higher  education,  or  community-based  groups  implementing 
programs  directed  at  problems  of  poverty  utilizing  university  students. 

Budget  Justification 

In  FY  1995,  the  Corporation  is  requesting  $1,000,000  for  the  University  Year  for 
VISTA  Program  to  fund  five  demonstration  projects  with  approximately  192 
participants  who  will  provide  134  volunteer  service  years  of  effort.   This 
program  will  be  administered  through  grants  to  institutions  of  higher  education, 
or  community-based  groups  implementing  programs  directed  at  problems  of  poverty 
utilizing  university  students. 

Grants  SI, 000. 000 

In  FY  1995  5  grants  totalling  approximately  $1,000,000  will  be  awarded  to  support 
192  volunteers.  Grants  will  provide  volunteer  living  allowances  for  their  period 
of  service  and  project  support. 

Evaluation  S_ 


In  accordance  with  the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  program 
evaluation  will  be  funded  from  the  program  administration  portion  of  the 
appropriation. 
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Budget  Activity  IB:   UNIVERSITY  YEAR  FOR  VISTA  -  continued 

Evaluation  of  the  UYV  program  will  take  place  once  the  initial  demonstration 
projects  are  fully  operational.   No  evaluation  activity  is  anticipated  in  FY 
1995.   Evaluation  of  the  Student  Community  Service  Program,  which  was  planned  for 
FY  1994,  will  not  take  place  since  the  activity  is  being  phased  out  and  will  not 
be  funded  in  FY  1995. 
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Budget  Activity  2 
SPECIAL  VOLUNTEER  PROGRAMS 


FY  1993      FY  1994       FY  1995       Increase/ 
Actual      Estimate     Estimate     Decrease 


Program  Data: 


Number  of  grants 
Drug  Alliance 
Other 

33 
14 
19 

—   4/ 

33 

33 

33 
33 

Budaet  Authority: 

Grants 

Drug  Alliance 

Other 
Other  program  costs 
Evaluation 
Lapsed  funds 

$ 
( 

( 

976,000 
548,000) 
428,000) 
6,000 

$ 

( 
( 

S 

)  ( 

)  ( 

976,000 

)( 

976,000) | 
24,000 

+$ 

+ 
+ 

976, 

976, 
24, 

,000 

— ) 

,000) 
,000 

Total  appropriation 

S 

982,000 

$ 

a/Sl 

,000,000 

+S1 

,000, 

,000 

a/   To  comply  with  Title  V,  Section  501(e)  of  the  Domestic  Volunteer  Service  Act 
of  1973,  as  amended,  funds  appropriated  in  FY  1994  for  Special  Volunteer 
Programs  were  reallocated  to  the  VISTA  program. 

General  Statement 

The  Special  Volunteer  Programs  are  authorized  by  Title  I,  Part  C  of  the  Domestic 
Volunteer  Service  Act  of  1973,  as  amended,  which  extends  through  September  30, 
1996.   These  programs  are  designed  to  mobilize  citizens  for  voluntary  action  to 
change  the  conditions  that  deny  fulfillment  of  human  potential  and  to  demonstrate 
and  replicate  innovative  volunteer  efforts. 

Special  Volunteer  Programs  are  designed  to  develop  the  full  potential  of  citizen 
volunteer  initiatives  through  support  for  public,  private,  and  community-based 
volunteer  strategies.   These  programs  include  demonstrations  of  innovative 
volunteer  approaches  to  solving  community  problems,  as  well  as  support  for 
training  and  technical  assistance  resources  to  help  build  capacity  and  facilitate 
replication  of  worthy  program  models. 

The  Special  Volunteer  Programs  authorized  by  the  Domestic  Volunteer  Service  Act 
reflect  the  Administration's  commitment  to  broad  citizen  volunteer  involvement  by 
supporting  community  coalitions,  private  sector  participation,  and  community 
education  and  awareness  efforts.   In  FY  1993,  Special  Volunteer  Program  grants 
were  matched  by  over  $1,000,000  in  non-Federal  contributions. 

During  fiscal  years  1990  through  1992,  Special  Volunteer  Program  activities  were 
devoted  solely  to  efforts  to  prevent  the  use  of  illicit  drugs  by  youth  from  low- 
income  communities.   Beginning  in  1993,  the  program  was  expanded  to  carry  out  the 
broader  purposes  of  Part  C  of  Title  I  of  the  Domestic  volunteer  Service  Act. 
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Budget  Activity  2:   SPECIAL  VOLUNTEER  PROGRAMS  -  continued 

Planned  Accomplishments  in  FY  1994:   The  Domestic  Volunteer  Service  Act,  as 
amended,  requires  that  funds  appropriated  for  Title  I  of  the  Act  be  earmarked  to 
achieve  a  certain  minimum  number  of  service  years  for  the  VISTA  program.   As  a 
result  of  this  requirement  and  the  available  appropriations  in  fiscal  year  1994, 
no  new  monies  were  available  for  this  activity.   In  fiscal  year  1994,  the  Agency 
carried  out  the  projects  awarded  with  monies  awarded  under  fiscal  year  1993 
appropriations.   No  new  projects  are  planned  to  be  awarded. 

Objectives  for  FY  1995:   During  FY  1995,  33  demonstration  grants  will  be  awarded 
to  support  innovative  volunteer  programs  to  address  community  needs,  particularly 
in  areas  affecting  the  environment,  education,  health,  and  public  safety.   These 
projects  will  involve  over  5,000  participants,  and  will  be  matched  by  over 
$1,000,000  in  non-Federal  funds.   In  particular,  these  programs  will  help 
strengthen  the  overall  objective  of  the  Corporation  for  National  and  Community 
Service  to  build  an  infrastructure  to  support  service  activities  across  the 
country.   It  is  anticipated  that  the  demonstrations  supported  under  this 
authority  will  be  replicated  by  ongoing  national  service  projects,  including 
those  funded  under  Title  I  of  the  Domestic  Volunteer  Service  Act. 

Budget  Justification 

For  FY  1995,  the  Corporation  is  requesting  $1,000,000  for  Special  Volunteer 
Programs  to  demonstrate  innovative  volunteer  and  national  service  programs  in  the 
areas  of  education,  the  environment,  public  safety,  and  health  and  human  needs. 
These  particular  monies  will  focus  upon  demonstrations  designed  to  improve  the 
overall  performance  and  effectiveness  of  other  programs  of  the  Corporation, 
including  most  particularly  programs  funded  under  Title  I  of  the  Domestic 
Volunteer  Service  Act. 

Grants  S    976.000 

The  requested  amount  will  support  approximately  33  grants  and  over  5,000 
volunteers  in  innovative,  demonstration  projects. 

Other  program  costs  5 24.000 

Funds  in  this  category  will  be  used  to  provide  technical  assistance  materials  and 
to  publicize  the  innovations  and  demonstrations  that  are  funded  under  this 
section  in  order  that  the  larger  service  community  will  be  aware  of  the 
innovations. 

Evaluation  S. 


Each  grant  awarded  for  Special  Volunteer  Programs  will  include  a  provision  for 
evaluation  of  individual  projects.   In  accordance  with  the  Domestic  Volunteer 
Service  Act  Amendments  of  1993,  all  evaluations  of  the  Special  Volunteer  Programs 
as  a  whole  will  be  funded  from  the  program  administration  portion  of  the 
appropriation.   No  plans  exist  for  any  evaluation  in  FY  1995. 
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Budget  Activity  3 
NATIONAL  SENIOR  VOLUNTEER  CORPS 


FY  1993     FY  1994       FY  1995     Increase/ 
Enacted     Estimate      Estimate    Decrease 


A.  Retired  and  Senior 

Volunteer  Program  $  33,686,000  $  34,436,000   $  38,700,000  +  $  4,264,000 

B.  Foster  Grandparent 

Program  64,804,000   66,117,000    71,600,000  +   5,483,000 

C.  Senior  Companion 

Program  29,548,000    29,773,000     34,600,000  +   4,827,000 

D.  Senior  Demonstration 

Program  1.000.000  +      1.000.000 

Total  budget  authority  $128,038,000  $130,326,000   $145,900,000  +$15,574,000 


General  Statement 

The  National  Senior  Volunteer  Corps  (NSVC)  administered  by  the  Corporation  are 
authorized  under  Title  II  of  the  Domestic  Volunteer  Service  Act  of  1973,  as 
amended,  which  extends  through  September  30,  1996.   These  programs  serve  a  dual 
purpose  by  uniting  the  time  and  energy  of  mature,  experienced,  and  skilled  people 
with  unmet  community  and  individual  needs.   Special  emphasis  is  placed  on  serving 
the  ill,  the  frail,  the  isolated  elderly,  and  young  people  who  are  emotionally, 
mentally,  or  physically  disabled.   In  FY  1995,  over  496,000  volunteers  aged  55 
and  over  will  serve  in  the  National  Senior  Volunteer  Corps  in  projects  supported 
by  both  Federal  and  non-Federal  funds. 

Volunteer  Activities:   NSVC  projects  are  locally  sponsored  and  administered. 
Basic  program  decisions  are  made  at  the  community  or  neighborhood  level.   Within 
the  broad  framework  of  the  legislation,  volunteer  activities  grow  out  of 
agreements  among  the  volunteer,  project  staff,  and  the  community  as  represented 
by  volunteer  stations  and  advisory  councils.   As  a  result,  specific  project 
activities  reflect  a  variety  of  service  needs  and  volunteer  skills  unique  to  each 
community. 

By  the  end  of  FY  1995,  Retired  and  Senior  Volunteers  will  be  contributing  over  81 
million  hours  of  service  per  year.   Activities  include  intergenerational 
services,  literacy  enhancement,  in-home  care,  and  substance  abuse  prevention. 
Other  volunteers  assist  in  shelter  and  food  projects  for  the  homeless,  serve  the 
disabled,  and  consult  with  nonprofit  service  organizations  to  improve  their 
management  and  operational  practices. 

Foster  Grandparents  are  low-income  older  persons  aged  60  and  over  who  volunteer 
20  hours  per  week  to  provide  one-on-one  assistance  to  children  with  special  or 
exceptional  needs.   Recruited  from  their  own  communities,  their  services  are 
designed  to  meet  some  of  the  physical,  mental,  social,  and  emotional  needs  of 
children  such  as:   children  born  with  AIDS  or  addictions,  teen  mothers,  the 
learning  disabled,  and  incarcerated  youth.   Foster  Grandparents  serve  their 
assigned  children  in  public  and  private  nonprofit  agencies  and  proprietary  health 
care  facilities. 
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Budget  Activity  3:   NATIONAL  SENIOR  VOLUNTEER  CORPS  -  continued 

Senior  Companions,  who  are  also  low-income  seniors  aged  60  and  over  and  who  also 
serve  20  hours  per  week,  seek  to  prevent  or  delay  the  institutionalization  of  the 
chronically  impaired  elderly,  shorten  the  stay  of  those  elderly  persons 
temporarily  institutionalized,  and  deinstitutionalize  persons  who  are  able  to 
live  at  home  when  some  services  are  provided.   They  perform  a  critical  role  in 
providing  long-term  care  by  assisting  adults  with  mental,  emotional,  and  physical 
impairments  to  achieve  and  maintain  their  fullest  potential,  to  be  healthy,  and 
to  manage  their  lives  independently. 

Sponsorship:   Project  grants  are  awarded  to  private,  nonprofit  organizations  and 
public  agencies  which  recruit,  place,  and  support  volunteers.   Volunteer  eervices 
are  provided  through  public  and  private  nonprofit  agencies  and  proprietary  health 
care  organizations.   The  Corporation  provides  technical  assistance  to  sponsors 
and  training  for  project  staff.   Funding  is  shared  between  the  sponsor  and  the 
Corporation. 

Program  Objectives:   The  Corporation  is  committed  to  the  principle  that  the 
satisfaction  of  each  volunteer  is  a  direct  result  of  his  or  her  activities  and 
contributions  which  help  organizations  to  function  better,  improve  the  lives  of 
others,  and  enrich  their  own.   In  addition,  NSVC  encourages: 

m 

—  recognition  of  older  persons'  abilities  to  find  solutions  to  individual 
and  community  needs; 

development  of  program  activities  which  promote  the  mobilization  of  local 
resources  to  meet  local  needs; 

—  volunteer  assignments  which  increase  intergenerational  contacts; 

—  increased  state  and/or  local  funding  of  NSVC  and  NSVC-type  programs;  and 

—  increased  opportunities  for  older  persons  with  disabilities  to  volunteer. 

Program  Assistance:   The  NSVC  strategy  is  to  enhance  local  program  initiatives  by 
providing  program  assistance  to  project  sponsors,  directors,  and  staff. 
Program  assistance  is  provided  by  making  periodic  site  visits  to  projects; 
preparing  "how  to"  program  assistance  papers  in  a  variety  of  subject  areas 
including  drug  abuse  prevention,  literacy  enhancement,  and  specialized  training 
for  volunteers  with  disabilities  in  order  to  encourage  the  development  of 
alternative  service  opportunities;  conducting  training  sessions  in  the  field; 
disseminating  program  regulations,  policies,  handbooks,  procedures,  and  forms; 
and  awarding  small  grants  to  projects  which  seek  to  test  or  demonstrate  new 
concepts  of  volunteer  service. 

Non-Federal  Funding:   NSVC  activities  have  been  greatly  expanded  by  the  contri- 
bution of  state  and  private  sector  funds  to  create  NSVC-type  projects  or  to 
supplement  existing  projects.   In  fiscal  year  1993,  total  non-Federal  funding 
sources  contributed  $83.7  million  to  local  NSVC  projects;  this  represents  an 
increase  of  slightly  more  than  3.4  percent  over  the  fiscal  year  1992 
contributions.   The  sources  of  these  funds  are  state  governments,  city  and  county 
governments,  and  private-Bector  resources. 

State-funded  NSVC-type  projects  that  wish  to  use  the  Federal  program  name,  to 
receive  technical  assistance  from  the  Corporation,  or  to  take  advantage  of  the 
income  disregard  provisions  of  NSVC  legislation  must  sign  a  Memorandum  of 
Agreement  with  the  Corporation.   Staff  of  non-Federally-funded  projects  may 
participate  in  Corporation  training  activities,  receive  program  assistance  and 
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Budget  Activity  3:  NATIONAL  SENIOR  VOLUNTEER  CORPS  -  continued 

public  awareness  materials,  and  utilize  the  technical  expertise  of  Corporation 
staff. 

Special  Recruiting:   NSVC  has  made  a  special  effort  to  encourage  members  of 
minority  groups  and  disabled  persons  to  participate  in  volunteer  activities  in 
all  three  programs.   Nearly  IS  percent  of  the  Retired  and  Senior  Volunteers,  50 
percent  of  the  Foster  Grandparents,  and  49  percent  of  the  Senior  Companions  are 
minorities.   Over  11  percent  of  NSVC  volunteers  are  individuals  with 
disabilities. 

Communications:   In  order  to  promote  expanded  participation  of  older  persons  and 
greater  awareness  of  their  contributions,  the  Corporation  conducts  marketing  and 
media  activities,  provides  promotional  and  recruitment  materials,  and  provides 
advice  and  assistance  to  local  projects.   Exhibits  and  displays  are  available  for 
local  project  use;  posters,  brochures,  flyers,  logos,  and  other  materials  are 
widely  distributed.   National  Volunteer  Week  and  program  anniversaries  are 
observed  with  special  materials,  media  releases,  and  other  activities. 
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Budget  Activity  3A 

D  AND  SENIOR  VOLUNTEER  P 


FY  1993 

FY  1994 

FY  1995 

Increase/ 

Actual 

Estimate 

Estimate 

Decrease 

Program  Data: 

Federally-funded  volunteers 

440,700 

441,200 

453,900 

+ 

12,900 

Total  volunteers  a/ 

445,200 

445,700 

457,700 

+ 

12,000 

Number  of  grants  funded 

746 

746 

760 

+ 

14 

New 





14 

+ 

14 

Continuing 

746 

746 

746 



Budaet  Authority : 

New  grants 

S 



$ 



$     634,000 

+  $ 

634,000 

Continuing  grants 

33 

,553,000 

33 

,936,000 

36,713,000 

+  2 

,777,000 

Training  and  technical 

assistance 

70,000 

150,000 

1,003,000 

+ 

853,000 

Communications 

57,000 

350,000 

350,000 



Evaluation 









Lapsed  funds 

$33 

6.000 

.686,000 







Total  appropriation 

$34 

,436,000 

$38,700,000 

+$4, 

,264,000 

a/  Includes  non-Federally-funded  volunteers. 

General  Statement 

The  Retired  and  Senior  Volunteer  Program  (RSVP)  was  established  in  1971  to 
provide  persons  aged  60  and  over  with  opportunities  for  volunteer  service  in 
their  own  communities.   By  the  end  of  FY  1995,  almost  458,000  older  persons  age 
55  (age  lowered  in  re-authorization)  and  older  will  be  participating  in  the 
program,  making  significant  contributions  in  local  efforts  to  address  community 
needs.   The  distinguishing  feature  of  RSVP  is  its  flexibility  in  responding  to 
community  needs  and  designing  volunteer  opportunities  which  utilize  the  unique 
talents  of  older  individuals  willing  to  share  their  experiences,  abilities,  and 
skills. 

During  fiscal  year  1993,  in  recognition  of  the  value  of  the  services  provided  by 
RSVP  volunteers  and  the  resource  represented  by  older  persons,  non-Federal  funds 
totalled  over  $36.7  million.  Sixteen  projects  operated  with  no  Federal  funding. 
Approximately  4,500  volunteers  were  supported  entirely  by  non-Federal  funds. 

In  1993,  over  440,000  ACTION-funded  volunteers  in  746  Federally-funded  projects 
provided  over  79  million  hours  of  service;  an  additional  4,500  non-Federally- 
funded  volunteers  provided  800,000  hours  of  service  to  their  communities. 
Volunteers  were  placed  in  approximately  60,000  local  organizations. 
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Budget  Activity  3A:   RETIRED  AND  SENIOR  VOLUNTEER  PROGRAM  -  continued 

Examples  of  programming  initiatives  in  FY  1993  are  as  follows:   In  collaboration 
with  the  U.S.  Public  Health  Service,  three  RSVP  projects  were  awarded  small 
augmentation  grants  to  fund  pilot  demonstrations  expanding  volunteer  activity  at 
primary  health  care  centers  in  Westchester  County,  New  York,  Washington,  D.C., 
and  El  Paso,  Texas.   Under  an  agreement  with  the  Environmental  Protection 
Agency's  Office  of  Ground  Water,  technical  assistance  materials  and  training  were 
provided  to  RSVP  projects  to  replicate  model  projects  in  ground  water  protection. 
In  Vermont,  Senior  and  Youth,  a  statewide  substance  abuse  prevention  effort 
stressing  positive  health  activities  targeted  at  preschoolers,  was  launched  with 
seed  money  from  ACTION.   Other  inter-generational  activities  included 
partnerships  with  Junior  Achievement  and  Generations  United  to  promote  and  expand 
RSVP  activities  with  "at-risk"  and  other  youth. 

In  FY  1994,  the  appropriation  will  restore  a  $442,000  reduction  experienced  in  FY 
1993  and  permit  expansion  of  an  estimated  20  projects  with  500  additional 
volunteers  in  programs  of  national  significance.   Recruitment  and  placement 
activities  will  expand  to  include  the  population  55  years  and  older. 

In  FY  1995,  RSVP's  emphasis  will  be  on  responding  to  continuing  and  emerging 
concerns  of  communities  and  individuals  in  the  areas  of  health  care,  education 
and  literacy,  public  safety,  the  environment,  and  delivery  of  social  services. 
Volunteer  services  in  the  designated  programs  of  national  significance  will  also 
be  emphasized,  including  services  to  developmentally  disabled  persons,  the  frail 
and  chronically  ill,  literacy,  child  care  and  extended  day  care,  substance  abuse, 
and  other  inter-generational  activities. 

Planned  Accomplishments  in  FY  1994:   A  total  of  441,200  Federally-funded 
volunteers  will  provide  almost  80  million  hours  of  service  to  60,100  local 
organizations.   RSVP  will  execute  new  and  re-authorized  portions  of  the  Domestic 
Volunteer  Service  Act  of  1973,  as  amended;  namely,  the  National  Senior  Volunteer 
Corps'  mandate  to  expend  a  minimum  of  $375,000  for  communications  activities  will 
result  in  $350,000  in  RSVP  funds  being  used  to  promote  increased  public  awareness 
of  RSVP.   Promotion  activities  will  include  efforts  to  reach  the  expanded  pool  of 
potential  volunteers  aged  55  and  over.   Approximately  $103,000  (one-third  of  the 
increased  appropriation)  will  be  awarded  in  Programs  of  National  Significance 
(PNS)  grants,  which  will  support  an  estimated  500  additional  volunteers  providing 
service  in  such  areas  as  environmental  needs,  criminal  justice  and  juvenile 
justice  activities,  apprenticeship  programs,  integration  of  individuals  with 
disabilities,  and  other  health  and  human  service,  public  safety,  and  educational 
needs  areas.   Funds  available  in  FY  1994  will  also  provide  limited  assistance  in 
meeting  the  need  for  administrative  and  volunteer  support  cost  increases  and 
increased  training  provided  to  project  directors. 

Objectives  for  FY  1995:   A  total  of  453,900  Federally-funded  volunteers  will 
provide  over  81  million  hours  of  service  to  61,650  local  organizations.   The 
request  level  will  support  a  4  percent  administrative  cost  increase  for  all 
current  projects.   In  addition,  approximately  285  grants  to  existing  projects 
will  support  7,100  additional  volunteers  serving  through  850  local  organizations 
in  Programs  of  National  Significance.   An  estimated  14  new  projects  supporting  an 
eventual  4,900  additional  volunteers  and  700  local  organizations  will  be  awarded 
to  areas  currently  not  served  by  RSVP.   A  national  training  conference  will  be 
conducted  for  all  project  directors. 
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Budget  Activity  3A:   RETIRED  AND  SENIOR  VOLUNTEER  PROGRAM  -  continued 

Budget  Justification 

The  FY  1995  budget  request  for  the  Retired  and  Senior  Volunteer  Program  is 
538,700,000,  an  increase  of  $4,264,000  over  the  funding  level  in  FY  1994. 

New  grants  2 634,000 

Approximately  14  new  grants  averaging  $45,000  will  be  awarded  to  support  projects 
having  an  estimated  350  volunteers  each  serving  through  at  least  50  local 
organizations  each. 

Continuing  grants  S36.713.000 

The  FY  1995  request  includes  an  increase  of  $2,777,000,  of  which  $1,357,000  will 
support  a  4  percent  administrative  cost  increase  for  ongoing  projects.   In 
addition,  $1,420,000  will  support  approximately  285  Programs  of  National 
Significance  components  with  7,100  additional  volunteers  serving  in  up  to  18 
specified  program  areas. 

Training  and  technical  assistance  S  1.003.000 

An  increase  of  $853,000  will  support  a  national  conference  of  RSVP  project 
directors  to  launch  the  celebration  of  the  program's  25th  anniversary  and 
provided  centralized  training  to  project  directors.   These  funds  will  also 
support  production  and  distribution  of  technical  assistance  materials  to 
projects. 

Communications  S    350.000 

The  request  level  supports  RSVP's  share  of  the  National  Senior  Volunteer  Corps 
promotional  efforts. 

Evaluation  2 


In  accordance  with  the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  program 
evaluation  will  be  funded  from  the  program  administration  portion  of  the 
appropriation . 
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Budget  Activity  3B 
FOSTER  GRANDPARENT  PROGRAM 


FY  1993      FY  1994        FY  1995      Increase/ 
Actual      Estimate      Estimate    Decrease 


Program  Data: 

Number  of  Federally-funded 
volunteer  service  years 

Total  volunteers  a/ 

Number  of  grants  funded 
New 
Continuing 

Budget  Authority: 

New  grants                  $        $        $    792,000  +$   792,000 

Continuing  grants  64,538,000  65,978,000  70,667,000  ♦  4,689,000 
Training  and  technical 

assistance  216,000  64,000  66,000  +      2,000 

Communications  29,000  75,000  75,000          

Evaluation  

Lapsed  funds  21.000   


18,100 

18,500 

19,800 

+ 

1,300 

22,200 

22,600 

24,000 

+ 

1,400 

262 
262 

262 
262 

266 

4 

262 

+ 
+ 

4 

4 

Total  appropriation         $64,804,000   $66,117,000    $71,600,000   +$5,483,000 
a/  Includes  non-Federally-funded  volunteers. 

General  Statement 

The  Foster  Grandparent  Program  (FGP)  is  a  nationally  recognized  intergenerational 
program  which  has  become  a  model  for  cost-effectiveness  and  cost  benefit.   The 
program  utilizes  the  skills  and  resourcefulness  of  low-income  older  persons  aged 
60  and  over  to  help  thousands  of  young  people  with  special  or  exceptional  needs. 
Foster  Grandparent  services  are  focused  on  children  and  youth  beset  with  a  myriad 
of  problems,  such  as:   children  born  with  AIDS  or  addicted  to  crack  or  other 
drugs,  teen  parents,  abused  or  neglected  children,  those  with  learning 
disabilities,  incarcerated  youth,  the  physically  handicapped,  and  those  who  are 
terminally  ill.   The  program  is  administered  locally  by  public  or  private 
nonprofit  agencies  through  grants  awarded  by  the  Corporation. 

Each  Foster  Grandparent  volunteer  contributes  a  total  of  20  hours  of  service  per 
week.   Assistance  is  provided  on  a  person-to-person  basis  and  designed  to 
alleviate  some  of  the  physical,  mental,  social,  and  emotional  needs  of  the  child 
served. 

Foster  Grandparents  perform  their  responsibilities  in  a  variety  of  ways 
including:   teaching  parenting  skills  to  teen  mothers;  providing  emotional 
support  to  babies  abandoned  by  their  parents  in  hospitals;  helping  disabled  and 
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Budget  Activity  3B:   FOSTER  GRANDPARENT  PROGRAM  -  continued 

severely  retarded  children  develop  self-help  skills;  and  giving  guidance  and 
serving  as  role  models  to  incarcerated  youth. 

Over  22,000  Foster  Grandparent  volunteers  are  currently  serving  in  the  program, 
helping  more  than  78,000  special  needs  children  in  all  50  states,  the  District  of 
Columbia,  Puerto  Rico,  and  the  Virgin  Islands.   Federal  and  non-Federal 
volunteers  in  the  program  produce  about  20,500  volunteer  service  years,  or  over 
21  million  hours  of  service  annually.   Volunteer  services  are  delivered 
nationwide  through  more  than  7,000  public  and  private  nonprofit  agencies  and 
proprietary  health  care  facilities  including:   schools,  Head  Start  projects,  day 
care  centers,  hospitals,  emergency  shelters,  and  probation  offices. 

About  50  percent  of  Foster  Grandparents  are  from  minority  groups;  of  the  total 
serving,  12  percent  suffer  from  varying  disabilities.   Volunteers  in  the  70  to  79 
age  range  constitute  the  largest  segment  (50  percent)  of  program  participants. 
Of  the  children  served,  13  percent  are  abused  and  neglected,  30  percent  have 
literacy  problems,  and  12  percent  suffer  from  mental  retardation.   Other  children 
served  have  varying  needs  ranging  from  those  who  are  homeless  to  those  with 
substance  abuse  problems.   Sixty-one  percent  of  Foster  Grandparents  live  in  urban 
areas,  while  the  remainder  (39  percent)  are  in  rural  areas. 

The  program  provides  certain  benefits  to  enable  and  facilitate  participation  of 
low-income  older  persons  as  Foster  Grandparent  volunteers.   These  benefits 
include:   a  modest  nontaxable  stipend,  transportation  to  and  from  volunteer 
stations  and  meal  assistance  when  needed,  an  annual  physical  examination, 
accident  and  liability  insurance,  and  recognition.   Volunteers  also  receive  pre- 
service  orientation  and  monthly  in-service  training  to  help  them  in  the 
performance  of  their  duties. 

The  program  has  generated  a  substantial  amount  of  non-Federal  support,  both  cash 
and  in-kind,  that  has  enabled  it  to  extend  service  beyond  what  can  be  supported 
by  its  Federal  appropriation.   In  FY  1993,  non-Federal  sources  contributed  about 
$29.8  million  towards  the  cost  of  program  operations,  which  is  about  45  percent 
of  the  program's  Federal  appropriation  for  that  year.   There  are  13  FGP  projects 
that  are  totally  supported  with  non-Federal  funds. 

Planned  Accomplishments  in  FY  1994:   The  appropriation  will  restore  a  $786,000 
reduction  experienced  in  1993.   Consequently,  funding  available  this  fiscal  year 
will  maintain  support  for  262  Federally-funded  projects,  and  approximately  18,500 
volunteer  service  years  including  about  300   new  positions  targeted  for  funding 
this  year.   The  additional  resources  will  expand  volunteer  services  in  the 
Programs  of  National  Significance  established  by  Congress  in  the  authorizing 
legislation.   Current  Foster  Grandparent  volunteers  will  continue  their  efforts 
in  helping  children  with  a  variety  of  needs  including:   boarder  babies,  children 
with  AIDS,  those  born  addicted  to  drugs,  teen  parents,  and  incarcerated  youth. 
Regulations  on  volunteer  income  eligibility  will  be  revised  to  be  more  responsive 
to  cost  of  living  differences  within  and  among  states.   A  technical  assistance 
paper  to  promote  expansion  of   Foster  Grandparent  services  to  children  with  AIDS 
will  be  developed.   An  initiative  supporting  Foster  Grandparent  services  in  Head 
Start's  Parent  Child  Centers  will  be  continued  at  the  same  level  as  in  FY  1993. 
Existing  projects  will  receive  a  modest  increase  in  administrative  costs  to 
afford  them  some  relief  from  inflationary  pressures.   A  review  of  existing 
regulations  and  policies  will  be  conducted  to  accommodate  changes  in  program 
legislation  and  organizational  structure,  and  to  effect  certain  modifications 
designed  to  enhance  quality  and  promote  efficiency  in  local  program  operations. 
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Object  Ives  for  FY  1995:   The  funding  increase  requested  for  this  fiscal  year  will 
support  a  modest  expansion  in  the  program's  geographic  coverage  and  increase 
service  opportunities  through  existing  projects.   This  will  be  accomplished 
through  the  establishment  of  four  new  projects  in  communities  not  currently 
served  that  will  support  over  200  new  volunteer  service  years  (VSY's).   Existing 
projects  will  likewise  be  expanded  by  approximately  1,000  additional  low-income 
elderly  to  serve  approximately  3,000  additional  children.   A  portion  of  the 
additional  resources  will  be  used  to  increase  volunteer  services  in  the  Programs 
of  National  Significance  established  by  Congress.   With  this  increase  in 
volunteer  participation,  the  combined  Federal  and  non-Federal  volunteer  service 
years  will  rise  to  about  22,200,  generate  over  23  million  hours  of  service,  and 
extend  assistance  to  more  than  83,600  children  with  varying  needs.   As  in  the 
previous  year,  relief  from  inflationary  pressure  will  be  provided  to  existing 
projects  by  channeling  a  part  of  the  increase  for  administrative  costs.  Potential 
partnerships  with  other  Federal  agencies  and  related  public  organizations  will  be 
explored  as  a  means  for  expanding  program  services  and  volunteer  participation. 

Budget  Justification 

In  FY  1995,  the  Corporation  is  requesting  $71,600,000  for  support  of  the  Foster 
Grandparent  Program,  an  increase  of  $5,483,000  over  the  level  appropriated  in  FY 
1994. 

New  grants  S    792.000 

Four  new  grants  are  planned  for  development  in  FY  1995  in  communities  not 
currently  served  by  FGP.   These  new  projects  will  support  over  200  new  VSY's. 

Continuing  grants  S70.667.000 

The  FY  1995  request  will  increase  funding  for  continuing  grants  by  $4,689,000 
over  the  FY  1994  level.   It  will  support  about  1,065  new  volunteer  service  years 
in  existing  projects,  part  of  which  will  be  used  to  expand  volunteer  services  in 
the  Congressionally-mandated  Programs  of  National  Significance.   A  portion  of  the 
additional  funds  also  will  be  used  for  modest  administrative  cost  increases  to 
relieve  inflationary  pressures  on  local  project  operations. 

Training  and  technical  assistance  S. 66.  000 

The  amount  requested  will  support  project  staff  attendance  at  regional  and  state 
conferences  and  training  events,  and  the  development  of  technical  assistance 
materials. 

Communications  £ 75.000 

The  funds  requested  will  be  used  to  promote  and  increase  awareness  for  the  Foster 
Grandparent  Program  through  networking  and  public  awareness  activities. 

Evaluation  $. 


In  accordance  with  the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  program 
evaluation  will  be  funded  from  the  program  administration  portion  of  the 
appropr  iat ion . 
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Budget  Activity  3C 
SENIOR  COMPANION  PROGRAM 


FY  1993      FY  1994        FY  1995      Increase/ 
Actual      Estimate      Estimate    Decrease 


Program  Data: 

Number  of  Federally-funded 
volunteer  service  years   a/ 

Total  volunteers  b/ 

Number  of  grants  funded 
New 
Continuing 

Budget  Authority: 

New  grants  S    709,000   $        $  2,853,000  +$2,853,000 

Continuing  grants  28,616,000  29,438,000  31,479,000  +  2,041,000 
Training  and  technical 

assistance  181,000  260,000  193,000  -     67,000 

Communications  20,000  75,000  75,000           

Evaluation  2,000          

Lapsed  funds  20.000  


8,060 

7,890 

9,060 

+ 

1,170 

3,160 

12,900 

14,430 

+ 

1,530 

147 

147 

162 
15 

+ 
+ 

15 
15 

147 

147 

147 



Total  appropriation        $29,548,000   $29,773,000    $34,600,000   +$4,827,000 

a/   The  reduction  in  volunteer  service  years  in  FY  1994  reflect  completion  of 
Federal  funding  for  Administration  on  Aging  and  Visiting  Nurse  Associations 
of  America  collaborative  efforts.   These  volunteer  service  years  will  become 
privately  funded. 

b/   Includes  non-Federally-funded  volunteers. 

General  Statement 

The  Senior  Companion  Program  (SCP)  contributes  to  Federal  cost  containment  of 
both  aging  and  long-term  care  services  in  two  direct  ways.   First  it  provides 
low-cost  personal  support  to  adults  experiencing  difficulties  with  activities  of 
daily  living,  thereby  keeping  them  out  of  costly  institutionalized  care 
facilities.   Secondly,  by  engaging  low-income  seniors  60  and  over  in  providing 
nonmedical  personal  support  with  activities  of  daily  living,  those  individuals 
experience  higher  levels  of  wellness  than  peers  not  similarly  involved  in 
meaningful,  valued  roles  within  local  social  service  agencies. 

Specifically,  Senior  Companions  provide  personal  assistance  and  companionship 
primarily  to  older  adults  who  have  physical,  mental,  or  emotional  impairments 
which  put  them  at  risk  of  institutionalization  or  which  preclude 
deinstitutionalization  without  the  support  of  a  Senior  Companion. 
Through  direct  project  grants,  technical  assistance,  training,  research,  and 
evaluation  efforts,  the  Senior  Companion  Program  draws  upon  the  resourcefulness 
and  skills  of  older  people,  thereby  demonstrating  the  role  older  volunteers  can 
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Budget  Activity  3C:   SENIOR  COMPANION  PROGRAM  -  continued 

play  in  contributing  to  the  solutions  of  the  problems  of  aging  and  lowering  costs 
of  our  aging  society. 

During  1993  non-Federal  funds  totalled  over  $17.2  million  for  the  continuation 
and  expansion  of  this  program.   These  contributions  represent  about  an  8  percent 
increase  over  the  1992  combined  contributions  of  state  governments  and  other 
non-Federal  sources. 

The  Senior  Companion  Program  demonstrates  that  older  persons  can  perform  a 
critical  role  in  contributing  to  the  solution  of  problems  of  aging.   It  fosters 
independence  and  enhances  the  self-esteem  of  the  Senior  Companions  by  involving 
them  in  activities  which  improve  the  lives  of  individuals  and  communities.   It 
fosters  and  expands  the  realization  that  concerned  and  knowledgeable  older 
persons  can  perform  a  unique  role  in  the  long-term  care  system. 

The  program  assists  in  meeting  the  long-term  care  needs  of  older  people,  focusing 
on  the  moderately  and  generally  impaired  who  are  without  adequate  family  support. 
Through  the  coordination  and  placement  of  volunteers  through  direct  health  care 
providers,  social  service  agencies,  and  Federal  and  state  long-term  care 
programs,  assistance  is  provided  in  daily  living  activities  to  older  people  who 
are  chronically  homebound  and  at  risk  of  institutionalization. 

Senior  Companions  also  assist  clients  in  patient  discharge  programs  at  acute 
care,  mental  health,  and  other  long-term  care  facilities  to  make  the  transition 
to  living  in  less  restrictive  community  settings.   In  all  settings,  the  Senior 
Companions  serve  as  personal  representatives  by  linking  clients  to  appropriate 
services  needed  to  sustain  independent  living  in  the  least  restrictive 
environment  possible. 

About  13,000  Federally-  and  non-Federally-funded  Senior  Companions  serve  about 
34,000  older  adults  on  a  given  day.   Senior  Companions  normally  serve  two  to  four 
persons  for  a  total  of  20  hours  per  week.   They  receive  a  nontaxable  stipend, 
transportation  assistance,  meals  when  serving  as  volunteers,  annual  physical 
examinations,  and  accident  and  personal  liability  insurance.   Older  persons  who 
are  not  income-eligible  may  serve  without  the  stipend,  but  receive  the  other 
benefits. 

During  FY  1995  the  program  will  continue  to  emphasize  in-home  and  community-based 
services  and  coordination  with  existing  home  health  and  long-term  care  systems. 

Planned  Accomplishments  in  FY  1994:   Funding  will  be  maintained  in  FY  1994  for 
147  Federally-funded  projects  which  will  support  approximately  7,900  volunteer 
service  years  (VSY's)  serving  about  24,000  adults  in  need  of  support  to  sustain 
independent  living.   In  addition,  2,500  non-Federally-funded  VSY's  will  serve 
approximately  7,700  adults.   A  national  SCP  conference  in  celebration  of  the  20th 
anniversary  of  SCP's  founding  is  scheduled.   The  program's  emphasis  will  be  on 
SCP '8  role  in  emerging  health  and  social  service  needs  of  older  Americans.   Two 
new  avenues  for  program  development  are  the  Health  Care  Financing  Administration 
(HCFA)  Medicaid  program  and  public/private  partnerships  through  the  insurance 
industry.   Approximately  7  projects  are  supporting  50  VSY's  under  the  Medicaid 
home  and  community-based  waiver  program.   These  successful  efforts  will  be 
replicated  through  publishing  technical  assistance  papers  and  coordinating  with 
the  Department  of  Health  and  Human  Services  (DHHS).   A  second  public/private 
partnership  grant  with  the  Visiting  Nurse  Associations  of  America  (VNAA)  extends 
"best  practices  learned"  into  a  test  for  replication  involving  four  pilot  Budget 
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projects  and  explorations  of  a  public/private  initiative  to  involve  the  insurance 
industry  in  funding  volunteer  stipends  under  a  partnership  arrangement  with  the 
VNAA  and  NSVC.   An  SCP  Regulation/Handbook  Review  Committee  will  be  formed  to 
shape  critical  program  policies  and  procedures.   Regulations  on  volunteer  income 
eligibility  will  be  revised  to  make  them  more  responsive  to  cost  of  living 
differences  within  and  among  states.   Funds  will  be  used  to  improve  public 
relations  marketing  activities  to  gain  national  recognition  for  the  program. 
Volunteer  services  will  continue  to  focus  on  the  frail  elderly. 

Objectives  for  FY  1995:   The  funding  request  for  FY  1995  will  support  162 
Corporation-funded  projects  (including  15  new  projects)  generating  an  additional 
750  VSY'S.   The  request  for  additional  funds  will  also  provide  423  new  VSY's, 
through  Section  225  Programs  of  National  Significance  authority,  addressing 
special  emphasis,  long-term  care  problems.   Additional  funds  will  also  be  used  to 
provide  $367,000  in  administrative  cost  adjustments  to  existing  projects  at  an 
average  of  approximately  $2,500  per  project.   With  the  addition  of  3,140  in  non- 
Federally-funded  service  years,  approximately  14,430  volunteers  in  FY  1995  will 
serve  approximately  38,000  clients  during  the  fiscal  year. 

Budget  Justification 

The  Corporation's  request  for  funding  for  the  Senior  Companion  Program  for  FY 
1995  is  $34,600,000,  an  increase  of  $4,827,000  above  the  FY  1994  level. 

New  Grants  S  2.853.000 

The  Corporation  will  award  15  new  grants  in  FY  1995  to  support  750  additional 
volunteer  service  years  of  support  for  frail  elderly  clients. 

Continuing  Grants  S31.479.000 

The  fiscal  year  1995  request  for  continuing  grants  will  be  used  to  support  147 
Federally-funded  projects  whose  volunteers  will  generate  7,890  volunteer  service 
years,  assisting  mostly  frail  elderly  adults  weekly.   Funds  will  also  support  423 
Programs  of  National  Significance  (PNS)  VSY'a. 

Training  and  Technical  Assistance  S    193.000 

The  requested  amount  will  provide  assistance  in  support  of  project  staff 
attendance  at  regional  and  state  conferences/training  events  and  development  of 
technical  assistance  materials. 

Communications  S    75.000 

These  funds  will  be  used  to  promote  the  Senior  Companion  Program  through 
networking  and  public  awareness  activities. 

Evaluation  < --- 


In  accordance  with  the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  program 
evaluation  will  be  funded  from  the  program  administration  portion  of  the 
appropriation. 
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Budget  Activity  3D 
SENIOR  DEMONSTRATION  PROGRAM 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Increase/ 
Decrease 


Program  Data: 

Number  of  Federally-funded 
volunteer  service  years 

Total  volunteers 

Number  of  grants  funded 
New 
Continuing 

Budget  Authority: 

New  grants 
Continuing  grants 
Training  and  technical 

assistance 
Communications 
Evaluation 
Lapsed  funds 

Total  appropriation 


180  +        180 

198  +        198 

4   + 4 

4  +         4 


$   750,000   +  $   750,000 
250,000   +    250,000 


$1,000,000   +$1,000,000 


General  Statement 


The  Senior  Demonstration  Program  is  a  new  activity  authorized  under  Title  II, 
Part  E  of  the  Domestic  Volunteer  Service  Act  of  1993,  as  amended,  which  extends 
through  September  30,  1996.   The  purpose  of  the  program  is  to  fund  demonstrations 
of  innovative  activities  involving  older  Americans  as  volunteers;  these 
volunteers  may  or  may  not  receive  stipends  for  their  service.   The  legislation 
states  that  an  organization  receiving  funds  for  this  program  may  use  the  funds 
for  activities  such  as:   (1)  linking  youth  groups  and  older  American 
organizations  in  volunteer  activities;  (2)  involving  older  volunteers  in  programs 
and  activities  different  from  programs  and  activities  supported  in  the  community; 
and  (3)  testing  whether  older  American  volunteer  programs  may  contribute  to  new 
objectives  or  certain  national  priorities. 
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Planned  Accomplishments  for  FY  1994:   The  program  was  not  funded  in  FY  1994. 

Objectives  for  FY  1995:   In  response  to  the  continuing  serious  needs  of 
communities  across  the  country  and  to  the  increasing  numbers  of  citizens  over  age 
55,  the  Corporation  will  establish  the  Senior  Demonstration  Program  to  develop: 
(1)  new  types  of  senior  service  activities;  (2)  new  methods  for  recruiting  and 
placing  senior  volunteers;  (3)  improved  methods  for  encouraging  support  for 
volunteer  activities  (especially  those  involving  senior  volunteers)  from  the 
public,  private,  and  independent  sectors;  (4)  partnership  models  to  promote  and 
expand  senior  service;  and  (5)  quality  standards  and  impact  statements  for  senior 
service  both  on  getting  things  done  in  communities  and  on  the  value  of  service  to 
the  seniors  themselves. 

Specifically,  in  fiscal  year  1995  the  Corporation  will  develop  demonstration 
grants  focusing  on  developing  partnership  models  for  expansion  of  existing 
National  Senior  Volunteer  Corps  programs  and  on  testing  new  program  models  aimed 
at  increasing  opportunities  for,  and  the  amount  of  service  contributed  by,  the 
increasing  portion  of  the  population  aged  55  and  older. 

Budget  Justification 

The  Corporation's  request  for  funding  for  the  Senior  Demonstration  Program  for  FY 
1995  is  $1/000,000;  this  is  the  first  year  for  which  funding  has  been  requested 
for  this  program. 

New  Grants  S   750.000 

The  requested  funds  will  provide  for  four  grants  of  varying  amounts,  depending  on 
the  size  of  the  project  and  level  of  effort  required  for  effective  demonstration 
purposes. 

Training  and  Technical  Assistance  S   250.000 

Training  and  technical  assistance  resources  will  be  used  to  provide  support  and 
technical  expertise  needed  to  develop  and  implement  public/private  partnerships 
or  new  demonstration  models. 

Communications  5 


No  funds  are  being  requested  for  public  awareness  activities  at  this  time. 
Evaluation  S 


In  accordance  with  the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  program 
evaluation  will  be  funded  from  the  program  administration  portion  of  the 
appropriation. 
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Budget  Activity  4 
OFFICE  OF  THE  INSPECTOR  GENERAL 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Increase/ 
Decrease 


Program  Data: 

Full-time  equivalent 

employment  (work  years) 

Obligations: 

Audit  costs 
Investigation  costs 
Salaries  and  expenses 
Lapsed  funds 

Total  budget  authority 


12 


78,000 

15,000 

841,000 

2.000 


12 


80,000 

16,000 

848,000 


$   936,000   $   944,000   $ 


12 


80,000 

16,000 

848,000 


-$   944,000 


General  Statement 

The  ACTION'S  Office  of  the  Inspector  General  (OIG)  was  authorized  under  Section 
8E  of  the  Inspector  General  Act,  as  amended.   The  Office  reviewed  Agency 
operations,  primarily  through  audits  and  investigations.   The  goals  of  the  office 
were  to: 

(1)  increase  organizational  efficiency  and  effectiveness,  and 

(2)  prevent  fraud,  waste,  and  abuse. 
The  ACTION  audit  universe  included: 

(1)  over  1,300  grants; 

(2)  over  7  50  projects; 

(3)  numerous  headquarters  and  regional  operations,  including 

(a)  the  grant-making  process, 

(b)  payments  to  volunteers, 

(c)  many  routine  governmental  functions  (payroll,  accounting,  travel, 
telecommunications,  etc.). 

With  the  passage  of  the  National  and  Community  Service  Trust  Act  of  1993,  the 
Corporation  for  National  and  Community  Service  (the  Corporation)  became  an 
"establishment  agency"  under  the  Inspector  General  Act  of  1978,  as  amended.   The 
major  consequence  of  this  action  is  that  the  Office  of  the  Inspector  General  must 
have  a  separate  appropriation  account. 
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Budget  Activity  4:  OFFICE  OF  THE  INSPECTOR  GENERAL  -  continued 

Planned  Accomplishments  in  FY  1994: 

o     Review  regulations,  application  packages,  and  training  materials  for  new 
Corporation  programs. 

o     Serve  on  Corporation  task  forces,  in  an  advisory  capacity,  that  design  new 
grant  delivery  systems,  accounting  systems,  the  Trust  Fund,  information 
systems,  etc. 

o     Conduct  audits  of  ACTION  internal  operations  and  programs  that  can  be 
useful  in  a  year  of  transition. 

o     Conduct  complex  grant  audits  of  both  ACTION  programs  and  programs  funded  by 
the  former  Commission  on  National  and  Community  Service. 

o     Perform  desk  reviews  on  approximately  900  audit  reports  received  under  OMB 
Circulars  A-133  and  A-128. 

o     Continue  to  provide  technical  assistance  to  grantees,  independent  auditors, 
and  cognizant  agencies  in  implementing  OMB  Circular  A-133. 

o     Continue  the  ongoing  review  of  proposed  management  decision  to  comply  with 
OMB  Circular  A-50. 

o     Conduct  investigations  as  necessary. 

o     Design  and  distribute  materials  to  educate  Corporation  officials  and 

grantees  and  prevent  waste  and  abuse,  e.g.,  brochures  on  the  role  of  the 
Office  of  Inspector  General  of  the  Corporation  and  the  Corporation  OIG 
Hotline. 

o     Prepare  two  semiannual  reports,  as  required  by  the  Inspector  General  Act, 
which  will  include  information  on  both  ACTION  and  the  Corporation. 

Objectives  for  FY  1995:   In  FY  1995  activities  of  the  Office  of  the  Inspector 
General  will  be  funded  from  a  separate  appropriation  account. 

Budget  Justification 

The  budget  request  for  the  Office  of  the  Inspector  General  for  FY  1995  will  be 
presented  to  the  Subcommittee  on  VA,  HUD  and  Independent  Agencies. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 
OFFICE  OF  THE  INSPECTOR  GENERAL 

DETAIL  OF  PERMANENT  POSITIONS 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 

Estimate 


ES-4  

GS/GM-1S  

GS/GM-14  

GS/GM-13  

GS-12  

GS-11  

GS-10  

GS-09  

GS-08  

GS-07  

GS-06  

GS-05  

GS-04  

Total  permanent  positions.. 

Unfilled  positions,  end 
of  year  

Total  permanent  employment, 
end  of  year  , 


12 


12 


12 


12 
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Budget  Activity  5 
PROGRAM  ADMINISTRATION 


FY  1993       FY  1994        FY  1995     Increase/ 
Actual       Estimate      Estimate   Decrease 


Program  Data: 

Full-time  equivalent 

employment  (work  years)  402           404  404          

Budget  Authority: 

Personnel  compensation 

and  benefits  $22,517,000    $23,267,000  $23,949,000  +$   682,000 

Other  expenses  8,337,000      7,669,000  8,551,000  +    882,000 

Lapsed  funds  82 .000   

Total  appropriation  $30,936,000    $30,936,000  $32,500,000  +$1,564,000 


General  Statement 

Program  administration  is  authorized  under  Title  IV  of  the  Domestic  Volunteer 
Service  Act  of  1973,  as  amended,  (DVSA)  which  extends  through  September  30,  1996. 
Program  administration  funds  are  provided  for  the  operation  and  support  of  the 
Domestic  Volunteer  Service  Act  activities  of  the  Corporation.   The  description 
contained  in  this  justification  reflects  the  current  organization  of  ACTION.   A 
date  will  be  announced  on  which  ACTION  will  be  merged  into  the  Corporation  for 
National  and  Community  Service. 

FY  1994  is  a  year  of  transition  for  ACTION  and  the  Corporation.   The  two 
organizations  now  share  the  same  building.   Functionally,  the  organizations  are 
beginning  to  merge,  especially  in  the  administrative  and  public  affairs  areas. 
The  details  of  the  merged  organization  are  not  known  at  this  time.   Therefore, 
those  positions  and  functions  that  have  been  funded  in  the  ACTION  appropriation 
are  included  this  appropriation.   During  the  next  year  judgments  will  be  made  as 
to  the  appropriate  allocation  of  coets  and  responsibilities  between  the  two 
appropriations. 

The  current  major  distribution  of  duties  and  responsibilities  is  as  follows: 

A.  The  Office  of  Domestic  and  Anti-Poverty  Operations  is  made  up  of  field  and 
headquarters  offices  which  are  directly  responsible  for  the  administration  of 
all  of  DVSA  programs  throughout  the  United  States. 

B.  Support  offices  carry  out  the  overall  management  of  the  DVSA  activities, 
including  research  and  policy  development,  public  awareness,  liaison  with  the 
Congress  and  other  Federal  and  non-Federal  government  agencies,  financial 
management,  equal  employment  opportunity,  and  all  other  management  and 
administrative  services. 

A  more  detailed  explanation  of  the  activities  of  the  various  offices  is  contained 
on  the  subsequent  pages  of  this  section. 
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Budget  Activity  5:   PROGRAM  ADMINISTRATION  -  continued 

AGENCY  DIRECTION 

Top-level  management  functions  for  the  DVSA  activities  are  provided  by  the 
following  offices: 

1.  Office  of  the  Vice  President:   The  Vice  President  and  Managing  Director  for 
Domestic  Volunteer  Service  Programs  (the  Director  of  ACTION)  provides 
leadership,  supervision,  and  control  for  all  DVSA  programs  as  well  as 
functions  supporting  these  programs.   The  Vice  President  uses  the 
Corporation's  resources  to  promote  voluntary  citizen  service  in  helping  the 
poor,  the  disadvantaged,  the  vulnerable,  and  the  elderly. 

2.  Equal  Opportunity:   The  Equal  Opportunity  staff  ensures  compliance  with 
Titles  VI  and  VII  of  the  Civil  Rights  Act,  the  Rehabilitation  Act,  the  Age 
Discrimination  in  Employment  Act,  the  Americans  with  Disabilities  Act,  and 
other  civil  rights  provisions,  and  directs  the  implementation  of  the  equal 
opportunity  program,  including  the  processing  of  discrimination  complaints, 
monitoring  accessibility  for  individuals  with  disabilities,  and  ensuring 
compliance  by  grantees. 

3.  Legislative  Affairs:   The  Legislative  Affairs  staff  is  responsible  for 
developing  and  coordinating  policy  and  procedural  guidance  on  all  matters 
relating  to  the  Congress  in  conjunction  with  the  Vice  President. 

DOMESTIC  AND  ANTI-POVERTY  OPERATIONS 

The  staff  of  the  Office  of  Domestic  and  Anti-Poverty  Operations  provides  direct 
support  of  the  DVSA  programs  throughout  the  United  States,  assuring 
responsiveness  to  local  needs  while  maintaining  effective  programmatic  and 
management  direction,  review,  and  coordination  through  a  field  staff  which  is 
recruited  and  trained  to  develop,  monitor,  and  manage  the  programs.   Overall 
program  and  management  guidance,  direction,  and  review  are  provided  by  the  Vice 
President  and  Managing  Director  for  Domestic  Volunteer  Service  Programs  through 
offices  specializing  in  each  of  the  programs.   The  specific  responsibilities  of 
each  of  the  major  operating  levels  within  Domestic  Operations  are  as  follows: 

1.  State  offices:   Staff  in  the  state  offices  are  responsible  for  project 
development  and  monitoring;  volunteer  recruitment;  technical  assistance;  and 
liaison  with  state  officials  and  local  groups.   The  State  Director  has  also 
been  named  the  interim  state  representative  for  the  Corporation. 

2.  Regional  offices:   The  nine  regional  directors  are  responsible  for  carrying 
out  program  direction  through  line  management  of  state  offices; 
administrative  support  to  state  offices  and  full-time  volunteers;  coordina- 
tion of  resource  allocations  within  the  region;  grants  management  and  fiscal 
services;  volunteer  recruitment;  technical  assistance  and  training  to 
sponsors  and  full-time  volunteers;  and  review  and  approval  of  project 
funding. 

3.  Headguarters:   The  Vice  President  and  Managing  Director  for  Domestic 
Volunteer  Service  Programs  is  responsible  for  carrying  out  overall  direction 
of  programs  through  management  of  both  regional  directors  and  headquarters 
staff.   Headquarters  staff  are  responsible  for:   volunteer  recruitment  and 
placement;  technical  assistance  and  training  for  regional  and  state  staff; 
response  to  Congressional  inquiries;  central  records  management;  design  and 
distribution  of  program  materials;  review  and  analysis  of  trends, 
accomplishment  of  national  goals,  and  audits;  development  of  program  policy 
and  goals;  preparation  of  publications;  program  planning;  and  budget 
development  and  execution. 
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Budget  Activity  5:   PROGRAM  ADMINISTRATION  -  continued 

POLICY.  RESEARCH.  AND  EVALUATION 

The  Office  of  Policy,  Research,  and  Evaluation  develops,  implements,  and  monitors 
short-  and  long-term  policy  goals,  undertakes  research,  develops  options,  and 
provides  advice  on  all  policy-related  issues  as  they  affect  operations  and  plans. 
It  conducts  systematic  evaluations  of  programs,  administrative  functions,  and 
training  activities. 

GENERAL  COUNSEL 

The  General  Counsel  is  the  chief  legal  official  who  provides  legal  advice  and 
representation  to  the  Vice  President  and  others  with  respect  to  all  matters 
arising  under  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended,  and  other 
legal  and  regulatory  provisions  affecting  the  authorities  and  operations  of  the 
Agency. 

PUBLIC  AFFAIRS 

The  Public  Affairs  staff  carries  out  a  program  to  promote  volunteerism  and  assist 
in  volunteer  recruitment,  recognize  the  contributions  of  DVSA  volunteers,  and 
respond  to  inquiries  from  the  media  and  the  general  public. 

MANAGEMENT  AND  BUDGET 

The  Office  of  Management  and  Budget  (OMB)  is  made  up  of  the  following  organiza- 
tions, carrying  out  the  responsibilities  described  below: 

1.  Chief  Executive  Officer:   The  Chief  Executive  Officer  is  responsible  for 
coordinating  and  managing  the  full  spectrum  of  services  provided  by  the 
operating  units  within  the  office. 

2.  Personnel  Management:   This  division  is  responsible  for  planning, 
implementing,  and  managing  comprehensive  and  progressive  programs  addressing 
the  human  resources  needs  of  the  Corporation  in  the  areas  of  recruitment  and 
staffing,  training  and  development,  classification  and  position  management, 
labor  and  employee  relations,  and  special  emphasis  programs.   In  addition, 
the  staff  provides  a  full  range  of  technical  personnel  services  corporation- 
wide  in  the  areas  of  personnel  processing  and  staff  payroll,  unemployment 
compensation,  workers'  compensation,  employment  services,  and  personnel 
management  information  services  and  reports. 

3.  Administrative  and  Management  Services:   This  division's  staff  develops 
policy  for  and  manages  space,  property,  mail,  records,  telecommunications, 
and  travel  programs  as  well  as  facilities,  security,  printing,  and 
distribution  services.   In  addition,  the  staff  develops  policy  for  and 
manages  the  following  programs:   directives  system;  Freedom  of  Information 
and  Privacy  Acts;  external  reports  control;  audit  resolution  tracking;  forms 
management;  and  FMFIA.   The  staff  also  conducts  analytical  studies  to  assist 
management  in  increasing  efficiency  and  effectiveness. 

4.  Comptroller:   The  Comptroller  exercises  day-to-day  supervision  and  oversight 
for  the  financial  management,  planning,  procurement  and  grants  management , and 
automation  services.   Organizationally,  these  services  are  provided  by  the 
following  organizations: 

a.   Automation:   Automation  staff  oversees  automated  data  processing 
services,  including  systems  for  accounting,  grants  management,  and 
volunteer  payroll. 
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Budget  Activity  5:   PROGRAM  ADMINISTRATION  -  continued 


Procurement  and  Grants:   The  Procurement  and  Grants  Division  provides 
policy  and  technical  guidance  for  procurement  and  grant  activities  and 
ensures  that  awards  and  administration  are  consistent  with  law  and 
regulations.   In  addition,  the  staff  develops  and  maintains  the  grants 
management  information  system  to  provide  data  for  internal  decision 
making  and  external  reporting  requirements. 


Planning  and  Budget: 
including: 


This  division  has  varied  responsibilities. 


1)  Defining,  presenting,  analyzing,  and  periodically  reviewing  goals, 
and  objectives  and  their  implementation,  and  translating  these 
objectives  into  both  current  and  long-range  plans. 

2)  Formulating,  presenting,  and  justifying  budget  requests  to  both  the 
Office  of  Management  and  Budget  and  the  Congress,  as  well  as 
overseeing  the  execution  of  the  budget. 

d.   Accounting  and  Financial  Management:   The  staff  of  this  division  is 

responsible  for  accounting  and  financial  management  systems  and  reports, 
including  coordinating  reviews  to  evaluate  compliance  with  financial 
management  policies  and  procedures.   This  division  also  maintains  the 
VISTA  Volunteer  payroll  system  and  processes  all  other  financial 
transactions/reports  with  governmental  control  agencies  (IRS,  Treasury, 
Social  Security  Administration). 

Budget  Justification 

The  FY  1995  budget  request  for  Program  Administration  of  $32,500,000  is  an 
increase  of  $1,5  64,000  above  the  FY  1994  level. 


Personnel  compensation  and  benefits 


S23.949.OO0 


Funds  requested  for  personnel  compensation  and  benefits  will  support  404  full- 
time  equivalent  workyears  by  staff  providing  guidance,  technical  assistance,  and 
administrative  services  to  the  programs  nationwide.   The  increase  of  $682,000 
over  the  FY  1994  estimate  for  these  items  will  cover  within-grade  increases  and 
the  full-year  effects  of  the  January,  1994,  locality  pay  raise  offset  by  the 
reduction  of  6  FTE  as  part  of  the  President's  program  to  reduce  Federal 
employment.   In  addition  the  allocation  for  employee  awards  will  be  maintained  at 
approximately  2  percent  of  payroll. 


Other  expenses 


S  8.551,000 


The  Agency's  request  for  other  expenses  reflects  an  increase  of  $882,000  from  the 
FY  1994  estimate  for  travel,  transportation,  rents,  supplies,  communications, 
printing,  contractual  services,  and  equipment.   The  increase  will  allow  the 
maintenance  of  services  and  will  permit  the  modernization  of  some  aging  equipment 
and  systems.   Included  in  the  increase  is  $550,000  for  evaluation  activity;  in 
accordance  with  the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  program 
evaluation  will  be  funded  from  the  program  administration  portion  of  the 
appropriation. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 
PROGRAM  ADMINISTRATION 

BUDGET  AUTHORITY  BY  FUNCTION 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Increase/ 
Decrase 


Agency  Direction 

$ 

749,000 

S 

953,000 

$ 

1, 

,010,000 

+  $ 

57, 

,000 

Domestic  Operations 

17,211,000 

17,414,000 

17, 

,993,000 

+ 

579, 

,000 

Policy,  Research,  and 
Evaluation 

586,000 

800,000 

1 

,100,000 

+ 

300, 

,000 

General  Counsel 

305,000 

268,000 

305,000 

+ 

37, 

,000 

Public  Affairs 

561,000 

621,000 

650,000 

♦ 

29, 

,000 

Management  and  Budget 

11,442,000 

10,880,000 

11 

,442,000 

+ 

562 

,000 

Lapsed  funds 

$ 

82.000 
30,936,000 







Total  budget  authority 

$ 

30,936,000 

S 

32, 

,500,000 

+  $ 

1,564, 

,000 

PERMANENT  POSITIONS  BY  FUNCTION 

FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Increase/ 
Decrase 


Agency  Direction 

Domestic  Operations 

Policy,  Research,  and 
Evaluation 

General  Counsel 

Public  Affairs 

Management  and  Budget 

Required  reduction  a/ 

Total  positions 


13 
334 

7 

6 

12 

88 

:i_3 

457 


12 
333 

7 

6 

12 

88 

-  7 

451 


12 
333 

7 

6 

12 

88 

-10 

448 


a./   Required  by  Executive  Order  12839,  "Reduction  of  100,000  Federal  Positions"  (dated 
February  10,  1993).   Distribution  by  organization  will  be  determined  at  later 
time. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 


DETAIL  OF  PERMANENT  POSITIONS 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Executive  Level  III  

Executive  Level  IV  

Executive  Level  V 

Subtotal  a/  , 

ES-6  , 

ES-5  

ES-4  

ES-3  

ES-2  

ES-1 

Subtotal  , 

GS/GM-15  

GS/GM-14  

GS/GM-13 

GS-12  

GS-11  , 

GS-10  

GS-09  , 

GS-08  

GS-07  , 

GS-06  , 

GS-05  

GS-04  , 

GS-03  

Subtotal  

Required  reduction  b/  , 

Total  permanent  positions  .  , 

Unfilled  positions,  end 

of  year  

Total  permanent  employment, 
end  of  year  


8 

26 
29 
85 
118 
19 

2 
38 

4 
40 
27 
56 

4 


449 
-  3 
457 

-53 

404 


8 

26 
29 
85 
118 
19 

2 
38 

4 
40 
27 
56 

4 


449 

-  7 
451 

-44 

407 


8 

26 
29 
85 
118 
19 

2 
38 

4 
40 
27 
56 

4 
1 

449 

-10 

448 

-48 

400 


a/   Two  positions  (Deputy  Director  and  Associate  Director  for  Domestic  and 
and  Anti-Poverty  Operations)  were  deleted  in  the  National  and  Community 
Service  Trust  Act  of  1993,  which  merges  ACTION  with  the  Commission  on 
National  and  Community  Service  into  the  Corporation  for  National  and 
Community  Service, 
b/   Required  by  Executive  Order  12839,  "Reduction  of  100,000  Federal 

Positions"  (dated  February  10,  1993).   Distribution  by  grade  level  will 
be  determined  at  a  later  time. 
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Tuesday,  March  15,  1994. 

PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

witnesses 

james  kimmey,  m.d.,  commissioner 
donald  young,  m.d.,  executive  director 

Introduction  of  Witnesses 

Mrs.  Lowey  [presiding].  The  next  witnesses  will  testify  on  the 
Prospective  Payment  Assessment  Commission. 

Dr.  James  R.  Kimmey,  the  Commissioner.  We  welcome  you,  and 
won't  you  begin,  Dr.  Kimmey? 

Dr.  Kimmey.  Thank  you  very  much.  I  am  Dr.  James  Kimmey,  a 
member  of  the  Prospective  Payment  Assessment  Commission  and 
Vice  President  of  Health  Sciences  at  St.  Louis  University.  I  am  ac- 
companied by  Dr.  Donald  Young,  Executive  Director  of  the  Com- 
mission. I  have  a  prepared  statement  which  I  propose  to  submit  for 
the  record  and  will  summarize,  and  Dr.  Young  and  I  will  be  avail- 
able to  answer  questions  if  that  is  acceptable. 

The  Prospective  Payment  Assessment  Commission  was  created 
by  the  Congress  in  1983  at  the  same  time  that  the  Social  Security 
Act  was  amended  to  institute  the  prospective  payment  system  for 
medicare,  particularly  directed  at  hospital  reimbursement  under 
the  medicare  program.  As  a  part  of  that  legislation,  the  Congress 
created  an  independent  agency,  ProPAC,  which  had  the  respon- 
sibility initially  to  advise  the  Congress  and  the  Secretary  on  policy 
issues  relating  to  the  medicare  program  and  its  effect  on  providers, 
hospitals  in  particular,  as  the  program  was  developed  and  the  pro- 
spective payment  system  implemented. 

In  the  initial  years,  ProPAC  spent  a  great  deal  of  time  fine  tun- 
ing this  rather  complex  system  of  covering  hospital  costs  using  pro- 
spective payment,  the  DRG  or  diagnosis-related  group  system.  Sub- 
sequently, the  Congress  has  asked  ProPAC  to  expand  its  scope  and 
to  deal  with  a  number  of  other  issues  that  affect  the  medicare  pro- 
gram and  that  affect  hospitals  in  general  that  are  providing  serv- 
ices under  medicare. 

And  so,  as  a  result,  we  have  done  things  in  the  past  year  or  two 
like  reports  on  the  effects  of  medicaid  reimbursement  in  hospitals. 
We  looked  at  home  health  care  services,  the  problem  of  dispropor- 
tionate share  hospitals,  those  hospitals  that  have  an  extremely 
large  proportion  of  medicare  beneficiaries  and  poor  patients.  We 
looked  at  end  stage  renal  disease,  the  chronic  hemodialysis  pro- 
gram and  have  looked  at  several  aspects  of  health  care  reform  in- 
cluding the  effects  of  global  budgeting  and  the  effects  of  extending 
the  prospective  payment  system  more  broadly  than  simply  to  the 
medicare  program.  These  are  all  summarized  in  the  testimony. 
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And  then  there  are  some  specific  examples,  and  I  would  like  to 
cite  one.  One  of  the  things  that  we  realize,  and  I  think  most  people 
in  the  industry  realize  as  well,  is  that  health  care  reform  is  going 
to  put  tremendous  cost  pressures  on  hospitals.  The  various  sugges- 
tions for  changes  in  the  reimbursement  system  are  going  to  change 
the  balance  in  hospital  payments  between  governmental  programs 
like  medicare  and  programs  of  private  reimbursement. 

As  the  system  has  worked  up  to  now,  hospitals  have  been  able 
to  accept  lower  payments  than  cost  from  governmental  programs 
and  balance  that  off  by  charging  more  to  nongovernmental  payers, 
the  so-called  cost  shift  that  we  hear  a  lot  about.  As  health  care  re- 
form comes  on  line  and  there  are  more  constraints  on  the  private 
side,  the  option  for  cost  shifting  will  go  away  or  at  least  be  mini- 
mized, and  hospitals  are  going  to  increasingly  have  problems  with 
their  cost  structure  and  with  the  amount  of  money  that  is  available 
to  them  to  carry  out  the  programs  that  they  are  currently  carrying 
out. 

EFFECTS  OF  HEALTH  CARE  REFORM 

Among  the  kinds  of  studies  that  we  have  done  this  year  is  look- 
ing at  the  effects  of  reform  on  the  real  costs  of  hospitals.  That  is, 
the  growth  of  costs  in  the  hospital  sector  in  excess  of  inflation. 
That  would  be  the  real  costs.  This  peaked  in  1992  at  5  percent,  a 
5  percent  annual  increase  above  inflation  for  hospital  costs. 

In  the  first  eleven  months  of  1993,  much  to  I  think  everyone's 
surprise,  there  was  a  2.1  percent  drop.  It  seemed  like  a  tremendous 
drop.  The  question  is  why  and  what  is  the  effect  of  that  long-term, 
if  indeed  that  is  a  real  drop?  It  could  be  that  hospitals  are  reacting 
to  the  expectation  of  health  care  reform  by  constraining  costs  now. 

It  also  could  be — and  I  think  this  is  a  major  part  of  the  expla- 
nation— that  purchasers  other  than  government  have  learned  some 
things  from  the  governmental  reimbursement  programs  and  are  be- 
coming more  prudent  purchasers  of  care.  They  are  negotiating 
tighter  rates  and  longer  term  agreements.  They  are  being  more  se- 
lective on  what  institution  they  pick  to  provide  certain  kinds  of 
services,  and  this  does  begin  to  constrain  hospital  costs. 

We  looked  at  this  problem  and  tried  to  project  forward  what 
would  happen  under  three  scenarios.  Under  scenario  one,  we  took 
the  average  of  the  real  costs  increase  over  the  last  seven  years, 
which  is  4.3  percent,  and  projected  it  forward  under  the  constraints 
of  health  care  reform  and  said,  what  would  happen  to  hospitals's 
real  margins  under  that  scenario?  And  we  found  that  hospital  real 
margins  would  drop  to  minus  9  percent.  They  would  be  losing  9 
cents  on  every  dollar. 

We  took  the  rate  of  cost  increases  we  experienced  in  1993,  2.7 
percent,  and  we  ran  that  out  and  found  that  hospital  margins 
would  still  be  about  1  percent  to  the  negative  in  terms  of  the  real 
costs. 

Then  we  looked  at  the  projected  real  costs  in  the  President's 
health  care  reform  plan,  and  we  learned  that  in  order  to  sustain 
the  rate  that  is  projected  in  the  plan  and  in  the  various  supporting 
documents,  hospitals  would  have  to  restrain  their  cost  to  a  1.6  per- 
cent real  increase  per  year.  That  would  be  an  historic  low.  It  was 
achieved  once  during  the  Carter  Administration  when  there  was 
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talk,  of  a  national  cost  containment  program  and  the  hospitals  re- 
sponded by  voluntarily  trying  to  hold  down  the  rates,  but  that  is 
not  a  growth  rate  that  we  have  seen  since  then. 

So  taking  these  sorts  of  data  together,  we  conclude  that  these 
cost  pressures  are  things  that  have  got  to  be  monitored  by  those 
who  are  responsible  both  for  putting  this  kind  of  program  in  place 
and  for  watching  the  program  over  time.  If  we  don't,  the  bene- 
ficiaries that  ProPAC  is  most  concerned  about,  the  medicare  bene- 
ficiaries, could  be  adversely  affected  by  these  shifts  in  the  way  hos- 
pitals operate  and  the  way  funds  flow. 

That  is  one  example  of  the  kind  of  studies  that  ProPAC  is  carry- 
ing on  both  on  request  of  the  Congress  and  in  support  of  our  gen- 
eral mission  to  provide  information  on  the  medicare  program. 

APPROPRIATION  REQUEST 

We  are  here  today  to  propose  the  budget  for  the  coming  fiscal 
year.  The  budget  for  ProPAC  is  divided  into  two  areas:  administra- 
tion and  management  is  one,  and  data  development,  analysis  and 
research  is  the  other. 

We  are  requesting  for  the  next  fiscal  year  an  increase  of  3.7  per- 
cent above  last  fiscal  year's  budget.  Most  of  this  is  accounted  for 
in  inflationary  increases  in  the  areas  of  salaries  and  the  various  ex- 
penses the  Commission  has  in  carrying  out  its  work. 

I  would  point  out  that  a  major  area  of  increase  in  this  category 
is  computer  time.  The  kinds  of  analyses  that  the  Commission  is 
asked  to  perform  are  very  computer  intensive,  and  as  the  analyses 
have  changed,  the  demands  of  trying  to  project  the  impact  of  health 
care  reform  have  increased  and  so  have  our  computer  costs.  In  fact, 
this  year  the  staff  and  the  Commission  reallocated  funds  to  cover 
increased  computer  costs.  We  canceled  one  commission  meeting. 
We  did  some  other  things  because  these  costs  were  going  up  and 
because  this  is  absolutely  essential  for  the  kinds  of  work  that  we 
are  doing.  And  so  the  major  part  of  the  increase  under  the  adminis- 
trative category  is  for  computer  time. 

The  data  development,  analysis  and  research  is  the  area  of  the 
budget  that  supports  contractual  research  that  is  undertaken  on 
behalf  of  the  Commission  by  various  experts  in  the  field.  We  are 
requesting  an  increase  of  2.5  percent  for  the  coming  year. 

Most  of  that  also  links  back — although  Dr.  Young  can  expand  on 
this — links  back  to  the  types  of  studies  and  the  size  of  studies  that 
we  are  expected  to  do.  Most  of  our  computer  studies  are  unique. 
They  are  done  with  unique  databases  that  are  assembled  for  pur- 
poses of  these  studies,  and  they  require  very  sophisticated  and 
unique  computer  programming.  And  so  the  major  increase  in  the 
data  analysis  side  is  for  increased  computer  programming  to  allow 
us  to  provide  the  kind  of  support  to  Congress  that  we  have  pro- 
vided over  the  years. 

Those  are  some  examples  of  the  activities  that  the  Commission 
carries  out  and  a  quick  sketch  of  a  rather  complex  budget.  Dr. 
Young  is  here  to  help  me  answer  questions. 

Mrs.  Lowey.  I  want  to  thank  you  for  your  written  testimony  and 
your  oral  testimony.  We  appreciate  it. 

[The  prepared  statement  and  biography  of  James  R.  Kimmey  fol- 
low:] 
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Good  Morning,  Mr.  Chairman.   I  am  James  Kimmey,  a  member  of  the  Prospective 
Payment  Assessment  Commission  (ProPAC)  and  Vice  President  of  the  St.  Louis  University 
Health  Sciences  Center.  I  am  accompanied  this  morning  by  Donald  Young,  M.D.,  Executive 
Director  of  ProPAC.  I  am  pleased  to  be  here  this  morning  to  describe  the  Commission's  work 
and  to  present  our  appropriation  request  for  fiscal  year  1995. 

COMMISSION  RESPONSIBILITIES 

As  you  know,  Mr.  Chairman,  the  Commission  was  established  in  1 983  in  the  legislation 
that  created  the  Medicare  prospective  payment  system  (PPS)  for  inpatient  hospital  services. 
We  are  an  independent  agency  of  the  Congress,  and  our  work  is  heavily  influenced  by 
Congressional  needs  and  requests  for  studies  and  reports.  Originally,  ProPAC's  primary 
responsibility  was  to  examine  issues  related  to  PPS  and  make  recommendations  for  updating 
and  improving  it.  The  Congress  has  expanded  ProPAC's  mandate  to  include  payment 
policies  for  all  facility  services  furnished  to  Medicare  beneficiaries.  Accordingly,  the 
Commission  has  conducted  analyses  of  Medicare  payments  for  skilled  nursing  facility  (SNF), 
home  health  agency,  and  end  stage  renal  disease  (ESRD)  dialysis  facility  services.  In 
addition,  at  the  request  of  the  Congress,  the  Commission  has  examined  the  adequacy  of 
Medicaid  hospital  payment  rates  and  the  use  of  Medicare  payment  methods  for  other  payers. 
It  has  also  analyzed  issues  related  to  the  design  and  implementation  of  a  global  budgeting 
system  to  restrain  health  care  spending.  ProPAC  continues  to  devote  substantial  effort, 
however,  to  updating  and  improving  payment  for  hospitals  under  PPS  and  for  those  hospitals 
and  distinct-part  units  excluded  from  PPS. 

The  broad  scope  of  our  current  responsibilities  is  demonstrated  by  the  reports  we  have 
recently  completed.  In  June,  we  submitted  our  annual  report  on  Medicare  and  the  American 
Health  Care  System,  which  describes  and  analyzes  trends  in  Medicare  and  overall  health 
spending,  costs,  and  utilization.  In  July,  we  submitted  a  report  on  the  design  and 
implementation  of  a  health  care  global  budgeting  system.  This  January,  we  submitted  our 
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recommendations  concerning  the  Medicaid  hospital  disproportionate  share  payment 
adjustment.  On  March  1,  we  submitted  our  tenth  annual  report  to  Congress  containing 
specific  recommendations  for  Medicare  program  improvements,  as  well  as  broader 
recommendations  relating  to  health  care  reform  and  the  Medicare  program.  On  March  1 ,  we 
also  submitted  a  report  on  the  Medicare  home  health  benefit.  I  should  note,  Mr.  Chairman, 
that  all  of  the  Commission's  reports  to  Congress  have  been  submitted  on  or  before  the  date 
required.  This  is  a  record  of  which  we  are  very  proud. 

Over  the  last  several  months,  the  Commission  has  analyzed  issues  related  to  health  care 
reform  and  its  potential  impact  on  the  Medicare  program,  providers,  and  beneficiaries.  Many 
of  the  changes  being  proposed  will  have  important  consequences  for  hospitals  and  other 
health  care  providers,  as  well  as  for  the  patients  they  serve.  I  would  like  to  briefly  highlight 
some  of  our  findings. 

HOSPITAL  COSTS,  PAYMENTS,  AND  HEALTH  CARE  REFORM 

Under  current  law,  Medicare  spending  is  projected  to  grow  at  an  annual  rate  of  more 
than  10  percent  between  1995  and  the  year  2000.  With  the  reductions  proposed  in  the 
President's  bill,  the  growth  rate  would  decline  to  7.8  percent  annually  without  the  new 
prescription  drug  benefit  and  8.6  percent  with  that  benefit.  About  half  of  the  proposed 
Medicare  reductions  would  come  from  payments  to  hospitals. 

As  we  previously  have  reported  to  you,  Medicare  PPS  has  been  remarkably  successful 
in  slowing  the  growth  of  Medicare  spending  for  inpatient  hospital  care.  The  reduced  growth  in 
Medicare  inpatient  hospital  payments  has  not  been  matched,  however,  by  reduced  growth  in 
hospital  costs.  Despite  costs  that  exceed  payments  from  Medicare  and  Medicaid,  the 
hospital  industry  generally  has  been  able  to  offset  those  losses,  as  well  as  cover  their 
uncompensated  care  costs,  by  charging  privately  insured  patients  more  than  the  costs  of  their 
care.  To  treat  hospitals  fairly,  and  to  provide  the  necessary  incentives  to  slow  the  overall 
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growth  in  expenses,  the  Commission  believes  that  any  additional  Medicare  spending 
constraints  must  be  accompanied  by  similar  private  payer  constraints,  while  coverage  is 
extended  to  the  uninsured.  It  should  be  understood,  however,  that  if  hospitals  lose  the  ability 
to  obtain  extra  revenues  from  private  patients,  the  pressure  to  reduce  hospital  services  could 
adversely  affect  access  and  possibly  quality  of  care  for  Medicare  beneficiaries  and  other 
populations. 

Recent  evidence  suggests  that  hospitals  may  have  begun  to  constrain  the  rate  of 
increase  in  their  costs.  This  could  be  occurring  because  hospitals  are  anticipating  health  care 
reform  or  because  financial  pressures  from  private  payers  have  lessened  their  ability  to 
generate  additional  revenue.  After  peaking  at  5.0  percent  in  1992,  real  growth  (above 
inflation)  in  hospital  costs  per  case  dropped  to  2.1  percent  for  the  first  1 1  months  of  1993; 
whether  this  is  a  temporary  phenomenon  or  the  beginning  of  a  trend  remains  to  be  seen. 

In  an  examination  of  the  implications  of  the  payment  constraints  in  the  President's 
proposal,  ProPAC  has  attempted  to  balance  the  spending  constraints  in  the  private  sector 
against  the  intended  reductions  in  Medicare  spending.  Interestingly,  while  most  public 
attention  to  the  Presidents  cost  containment  plan  has  focused  on  the  Medicare  cuts, 
constraints  on  private  payments,  through  caps  on  premium  increases,  would  be  considerably 
tighter.  These  effects  are  reflected  in  the  relative  payment-to-cost  ratios  for  Medicare  and 
private  patients,  as  seen  in  Figure  1.  If  hospitals  continued  to  contain  their  costs  at  the  1993 
rate,  Medicare's  payments,  relative  to  costs,  would  stay  about  the  same  or  even  increase  by 
the  year  2000,  while  payments  from  private  payers,  relative  to  costs,  would  fall  from  the  1991 
level  of  129.7  percent.  Because,  under  the  President's  proposal,  there  would  be  no 
distinction,  from  the  provider's  point  of  view,  between  patients  who  are  currently  privately 
insured  and  any  other  patient  who  is  insured  through  the  alliance,  the  payment-to-cost  ratio  in 
2000  for  all  non-Medicare  patients  would  be  97.5  percent. 
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It  is  important  to  note  that  this  analysis  is  based  on  a  number  of  assumptions  about 
trends  in  health  care  provision  and  payment,  including  that  the  health  plans  will  allocate  their 
premiums  across  providers  consistent  with  the  current  distribution  of  health  care  spending. 
This  assumption  may  not  hold  up  over  time  because  spending  for  hospital  outpatient,  home 
health,  and  nursing  facility  services  is  growing  more  rapidly  than  inpatient  hospital  spending. 

POSSIBLE  IMPACT  OF  REFORM 

To  understand  the  potential  impact  of  the  President's  plan  on  providers,  the  Commission 
analyzed  the  effect  of  different  real  (inflation-adjusted)  rates  of  growth  in  per  capita  hospital 
costs  from  1996  to  2000.  Among  the  scenarios  examined  (see  Figure  2)  were: 

•  continuation  of  the  average  real  rate  from  the  most  recent  seven-year  period~4.3 
percent  a  year; 

•  continuation  of  the  lower  real  rate  of  growth  observed  during  first  eight  months  of 
1 993-  2.7  percent  a  yean  and 

•  a  rate  of  growth  equal  to  projected  real  per  capita  increases  in  Gross  Domestic 
Product  (GDP)--1.1  percent  per  year. 

This  analysis  is  not  intended  to  predict  the  effect  of  health  care  reform,  which  depends  on 
behavioral  responses,  both  within  and  outside  the  hospital  industry,  that  are  extremely  difficult 
to  pinpoint.  It  is,  however,  meant  to  portray  the  amount  of  pressure  that  hospitals,  in  the 
aggregate,  might  face  to  find  ways  to  control  their  costs. 

If  per  capita  hospital  costs  grow  in  the  last  five  years  of  this  decade  at  the  same  rate  they 
were  growing  between  1985  and  1992,  that  is,  at  4.3  percent  per  year  above  inflation,  or  a 
total  of  8.3  percent  annually,  hospitals'  total  revenue  margin  would  decline  to  minus  9.0 
percent  as  the  President's  proposal  was  phased-in  (see  Figure  3).   If  hospitals  could  keep 
their  per  capita  cost  growth  constrained  to  the  level  observed  in  the  first  eight  months  of  1 993, 
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about  2.7  percent  per  year  above  inflation,  the  total  margin  would  fall  to  minus  1 .0  percent  by 
2000. 

To  maintain  their  current  total  margin  of  4.3  percent,  hospitals  would  have  to  hold  their 
real  annual  per  capita  cost  growth  to  about  1 .6  percent.  This  rate  previously  has  been 
approached  only  temporarily  during  the  voluntary  cost  constraints  of  the  late  1 970s  and  the 
first  year  of  Medicare's  PPS. 

These  findings  dramatically  demonstrate,  Mr.  Chairman,  that  the  critical  factor  in 
determining  hospital  financial  status  under  health  reform  will  be  how  well  hospitals  can  control 
their  cost  growth.  While  the  figures  I  have  presented  are  only  illustrations,  it  is  clear  that 
under  the  President's  plan,  health  care  providers  would  face  stiff  incentives  to  control  their 
production  costs.  It  is  anticipated  that  the  increased  financial  pressure  would  lead  providers  to 
furnish  services  more  efficiently.  The  proposal's  premium  limits  and  Medicare  reductions, 
however,  would  cause  an  unprecedented  slowing  in  the  growth  of  provider  revenue.  ProPAC 
is  continuing  to  examine  issues  related  to  health  care  reform,  including  issues  related  to 
capital,  teaching  and  rural  hospitals,  and  those  hospitals  serving  a  large  number  of  poor 
persons. 

FISCAL  YEAR  1995  APPROPRIATION  REQUEST 

I  would  like  to  turn  now,  Mr.  Chairman,  to  our  appropriation  request.  For  FY  1995, 
ProPAC  is  requesting  an  appropriation  of  $4,667,000,  an  increase  of  3.7  percent  over  our 
1994  amount.  Our  overall  budget  request  for  FY  1995  reflects  inflation-related  increases  in 
salaries,  benefits,  and  other  operating  expenses.  However,  as  I  will  describe  in  a  moment, 
the  increased  responsibilities  given  to  us  by  Congress  has  required  us  to  reallocate  spending 
across  categories.  The  Commission's  funds  are  expended  in  two  major  categories:  (1) 
administration  and  management;  and  (2)  data  development,  analysis,  and  research. 


134 

Administration  and  Management  ($3,642,000) 

This  category  includes  funding  necessary  for  payment  of  Commissioners  for  travel  and 
time  spent  on  Commission  business;  for  salary  and  benefits  for  an  Executive  Director  and 
staff  of  not  more  than  25  full-time  equivalent  personnel;  for  facilities,  supplies,  equipment,  and 
travel  of  that  staff;  for  communications  with  the  public,  including  maintenance  of  mailing  lists, 
publication  of  reports,  expenses  required  by  open  meetings  of  the  Commission,  and  for  other 
administrative  expenses  associated  with  facilitating  the  work  of  the  Commission.  In  addition, 
computer  services  required  to  conduct  ProPAC  staff  analyses  fall  into  this  category.  The 
General  Services  Administration  (GSA),  under  contract  to  ProPAC,  provides  personnel, 
payroll,  and  accounting  services.  GSA  also  arranges  for  office  space,  telecommunication 
services,  and  travel  services  at  government  contract  rates.  Our  computer  services  are 
obtained  from  the  House  Information  Systems  (HIS)  of  the  U.S.  Congress. 

We  are  requesting  an  increase  of  $142,000  in  this  category.  This  includes  increases  in 
salaries  and  benefits  for  Commission  members,  Executive  Director,  and  staff.  Increases  in 
the  other  items  reflect  costs  due  to  inflation.  I  must  point  out,  however,  that  the  greatest 
increase  in  our  spending  has  been  due  to  a  dramatic  increase  in  our  use  of  the  mainframe 
computer  to  analyze  data  and  develop  our  reports  and  recommendations  to  Congress.  In 
1992,  our  actual  spending  for  mainframe  computer  services  was  $404,000.  In  1993,  it  jumped 
to  $685,000  and  we  were  forced  to  reallocate  funds  from  other  categories.  During  the  past 
year,  we  cancelled  one  meeting  of  the  Commission,  did  not  give  staff  merit  pay  or  step 
increases,  and  deferred  filling  staff  vacancies.  So  far  in  1 994,  our  spending  for  computer 
services  has  grown  at  an  even  faster  rate.  When  we  appeared  before  you  last  year,  our 
budget  request  included  $490,000  in  this  category  for  FY  1994.  Our  plan  for  FY  1994  is  now 
$678,000.  Even  with  this  amount,  it  has  been  necessary  for  us  to  reduce,  defer,  or  eliminate 
some  analyses.  We  also  are  negotiating  with  HIS  for  a  better  rate  and  identifying  other 
efficiencies  that  we  can  implement. 
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Data  Development,  Analysis,  and  Research  ($1,025,000) 

This  category  represents  that  portion  of  the  proposed  budget  expended  through  grants 
and  contracts  with  outside  organizations  and  individuals  to  provide  a  detailed  quantitative 
information  base  for  Commissioners  to  use  in  formulation  of  recommendations  and  reports.  A 
detailed  listing  of  our  extramural  data  development  and  research  projects  completed,  ongoing, 
or  planned  for  fiscal  years  1992,  1993,  and  1994  is  included  as  Appendix  A  in  our  budget 
justification.  Our  FY  1994  appropriation  reflected  our  plan  to  spend  $1,150,000  on  extramural 
projects.  Because  of  the  increased  computer  costs,  however,  it  has  been  necessary  to 
reduce  this  item  to  $1,000,000.  We  are  requesting  a  2.5  percent  increase  for  FY  1995. 

Our  extramural  research  funding  is  also  used  to  obtain  programming  support  for  our 
computer  analyses.  In  FY  1 993,  we  spent  over  $500,000  on  software  development  for  these 
analyses.  We  expect  that  our  mainframe  computer  needs  will  require  half  of  our  extramural 
research  funding  in  fiscal  years  1994  and  1995.  Other  extramural  projects  include  an 
examination  of  the  rapidly  changing  relationship  between  hospitals  and  their  physicians, 
especially  as  it  relates  to  cost-effective  care.  We  are  also  continuing  our  analysis  of  Medicare 
costs  due  to  technologic  advances,  uncompensated  care  costs,  and  cost  shifting. 

The  Commission's  data  development  and  research  funds  are  intended  to  provide  practical, 
policy-related  information.  Projects  currently  under  way  or  planned  for  the  remainder  of  FY 
1994  will  provide  information  for  the  Commission's  reports  this  year  and  early  next  year.  Each 
spring,  the  Commission  sets  the  research  priorities  for  the  following  year  based  on 
Congressionally  required  reports  and  ProPAC's  assessment  of  research  needs. 
Consequently,  the  Commission  has  not  yet  identified  specific  projects  to  be  funded  with  the 
fiscal  year  1995  appropriation. 

This  completes  my  testimony,  Mr.  Chairman.   I  would  be  pleased  to  answer  any  questions 
you  or  the  other  members  of  the  Subcommittee  may  have. 
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Figure  1 .   Hospital  Payment  to  Cost  Ratios  for 
Medicare  and  Other  Payers  with 
Payment  and  Cost  Constraints 
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Figure  2.  Alternative  Growth  Paths  for  Hospital 
Real  Per  Capita  Cost,  1985-2000 
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Figure  3.   Hospital  Total  Revenue  Margins  in  2000 
with  Constraints  on  Payment  Growth, 
Under  Alternative  Rates  of  Real  Per 
Capita  Cost  Increase 
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Mrs.  Lowey.  I  have  one  question  that  I  would  like  to  ask  and 
then  submit  the  balance  for  the  record. 

HEALTH  CARE  COSTS 

In  your  professional  judgment,  do  recent  data  revealing  slowing 
growth  in  health  care  costs  indicate  a  long-term  change  or  only  a 
temporary  improvement,  and  do  you  believe  that  the  marketplace 
is  independently  making  corrections  necessary  to  control  costs? 

Dr.  KlMMEY.  First  of  all,  in  my  professional  judgment — my  field 
is  health  policy,  so  I  have  strong  opinions  on  all  of  these  things — 
I  don't  think  it  is  a  long-term  trend.  I  think  it  is  a  result  of  two 
things.  One  is,  this  is  an  industry  becoming  better  purchasers  of 
care.  I  think  we  have  seen  that  effect,  and  it  is  very  spotty  in  some 
communities.  It  is  more  obvious  in  others. 

Secondly,  I  think  that  the  institutions  and  the  organizations  are 
reacting  to  the,  quote,  threat  of  health  care  reform  at  the  national 
level.  And  in  our  community,  St.  Louis,  we  are  seeing  unprece- 
dented networking  among  hospitals.  We  are  seeing  mergers,  acqui- 
sitions, purchases  of  practices,  actual  cost  cutting.  We  are  seeing 
the  length  of  stays  beginning  to  drop,  the  average  cost  per  case 
going  down. 

All  of  this  is  a  matter  of  positioning  the  system.  Once  that  posi- 
tioning takes  place,  I  think  that  the  kinds  of  decreases  that  we 
have  seen  during  the  positioning  will  level  out.  The  system  has  a 
marvelous  capacity  for  finding  ways  to  bring  the  total  cash  flow  in 
the  system  back  up  over  time,  and  I  would  anticipate  that  we 
would  see  that  happen  as  we  did  back  in  the  Carter  years  when 
we  had  voluntary  cost  containment.  As  soon  as  people  didn't  feel 
as  threatened  by  what  was  coming  from  Washington,  the  costs 
went  back  up,  and  that  was  the  end  of  that  dip. 

So  I  think  that  this  is  probably  a  temporary  phenomenon,  and 
I  don't  think  it  can  be  sustained  in  the  field.  I  think  people  are 
doing  loss  leaders  types  of  things  to  position  themselves  for  what 
they  anticipate  coming  in  terms  of  reform. 

Having  given  a  long  answer  to  the  first  part  of  the  question, 
what  was  the  second  part  again? 

RESTRUCTURING  THE  HEALTH  CARE  SYSTEM 

Mrs.  LOWEY.  Actually,  I  would  rather  respond  to  the  first  an- 
swer. We  are  seeing  a  lot  of  that  happening  in  the  New  York  area. 
I  wonder  if  I  would  call  it  positioning  or  really  reality  because  it 
is  happening.  The  large  insurance  companies  are  buying  up  the 
HMOs.  Hospitals  throughout  the  five  boroughs  and  the  suburbs  are 
developing  networks  and  relationships. 

So  my  question  is — first  of  all,  how  many  of  these  networks 
would  remain?  And  what  do  you  see  the  impact — you  said  you  were 
a  policy  person — on  the  quality  of  health  care  as  a  result  of  this 
positioning  and  these  networks  being  formed?  Do  you  think  that 
the  quality  has  improved  or  decreased?  What  do  you  foresee  in 
terms  of  quality  for  the  future? 

Dr.  Kimmey.  On  the  positioning,  I  think  that  we  are  going  to 
have  what  they  call  a  shake-out  in  this  industry.  As  these  networks 
get  set  up  the  institutions  that  don't  get  networks  are  going  to  be 
in  severe  difficulty  in  terms  of  competing  in  the  market,  whatever 
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that  market  looks  like  after  reform,  for  covered  lives.  We  are  not 
looking  at  patients,  we  are  looking  at  covered  lives,  and  that  is 
what  people  are  concerned  about. 

Once  that  positioning  has  taken  place,  I  think  there  would  be  a 
second  phase  of  effect  and  that  is  within  the  networks — let's  say 
you  network  five  hospitals  at  an  average  of  500  beds  so  you  have 
a  2,500-bed  network.  You  are  going  to  have  to  squeeze  out  40  per- 
cent of  those  beds.  So  being  in  a  network  doesn't  immune  a  hos- 
pital from  being  in  that  capacity  in  the  future. 

My  view  would  be  that,  even  though  we  cut  down  on  the  hospital 
component  of  cost,  what  we  will  see  happen — and  we  have  seen  it 
in  the  medicare  program  and  the  DRG  program — is  tremendous 
growth  in  outpatient  and  ambulatory  services.  And  unless  you  get 
to  a  true  capitated  rate,  it  is  going  to  be  very  difficult  in  terms  of 
keeping  a  cap  or  a  lid  on  that  rate  of  increase.  Only  if  you  capitate 
it  generally  or  at  the  community  level,  I  think,  can  you  turn  aside 
the  economic  pressures  that  are  there  for  it  to  increase. 

What  are  the  effects  on  quality?  At  this  point,  at  least  in  St. 
Louis,  we  have  some  real  concerns  about  this.  It  is  clear  that  the 
larger  purchasers,  whether  the  corporate  purchasers  or  insurance 
companies,  are  interested  in  one  thing  right  now  and  that  is  price. 
They  will  say  a  great  deal  about  quality,  but,  in  the  end,  the  deci- 
sions are  being  made  on  a  price  basis.  It  is  not  clear  to  what  extent 
we  can  maintain  the  kind  of  quality  that  we  have  become  accus- 
tomed to  and  still  cut  costs,  cut  prices. 

I  think  that  in  any  other  field  of  economics  consumers  make 
trade-offs  between  cost  and  quality.  You  choose  a  less  expensive  car 
that  isn't  as  high  a  quality  or  you  choose  a  very  high-quality  car 
and  you  pay  a  price  for  that.  We  don't  want  to  make  those  deci- 
sions in  health  care.  We  seem  to  be  in  the  interesting  position  now 
of  wanting  to  have  the  lowest  price  for  the  highest  quality,  and 
there  is  some  inconsistency  in  that.  I  think  in  any  system  of  reform 
there  are  going  to  have  to  be  strong  safeguards  to  make  sure  that 
the  quality  does  not  go  down  as  the  demand  for  price  reductions 
comes  in.  You  have  put  your  finger  on  a  very  important  point  and 
one  that  is  going  to  require  a  great  deal  of  external  control. 

Mrs.  Lowey.  Dr.  Kimmey,  I  personally  want  to  thank  you  for 
your  thoughtful  testimony.  I  want  to  apologize.  Unfortunately,  in 
this  business  there  are  constantly  conflicts  and  we  have  to  be  in 
three  places  at  the  same  time.  I  am  hoping  that  I  can  personally 
continue  this  discussion  with  you,  and  I  am  pleased  to  be  able  to 
turn  the  chair  over  to  Chairman  Smith.  Thank  you  very  much. 

HEALTH  CARE  REFORM 

Mr.  Smith  [presiding].  To  what  extent  are  you  advising  or  con- 
sulting with  the  committees  that  are  working  on  this  new  bill? 

Dr.  Kimmey.  Dr.  Young  can  probably  answer  that  more  specifi- 
cally. Much  of  the  work  that  the  Commission  does  is  at  the  request 
of  the  Congress,  particularly  the  Ways  and  Means  Committee.  And 
the  Commission  testifies  before  that  committee  of  this  House  very 
frequently.  There  are  other  committees  that  have  requests  and 
projects,  and  I  think,  Don,  do  you  want  to  comment  on  those? 

Dr.  YOUNG.  The  two  committees  of  the  Congress  that  we  work 
most  with  are  House  Ways  and  Means  and  the  Senate  Finance 
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Committee.  We  do  some  work  with  the  Energy  and  Commerce 
Committee  related  to  medicaid.  As  far  as  outside  the  Congress  we 
have  periodically  had  discussions  in  groups  within  the  administra- 
tion, but  we  have  not  had  any  formal  activities  or  been  asked  to 
work  with  the  administration  on  their  proposal. 

COST  CONTAINMENT 

Mr.  Smith.  Cost  containment  came  out  of  the  Energy  and  Com- 
merce Committee  largely,  didn't  it? 

Dr.  YOUNG.  The  Ways  and  Means  Committee  has  been  active  on 
the  medicare  Part  A  side  and  the  hospital  side. 

Mr.  Smith.  See  if  I  understand  figure  one.  In  1991,  medicare 
paid  88  and  four  lOths  percent  of  the  cost  and  private  paid  129.7 
percent  of  the  cost? 

Dr.  KlMMEY.  Right.  That  shows  the  cost  shift  I  was  talking 
about,  the  shift  of  the  governmental  programs  paying  less  of  the 
cost  than  the  private  programs.  Some  private  programs  are  paying 
as  much  as  160  percent  of  the  costs. 

Mr.  Smith.  Institutions  have  to  have  more  than  cost  to  operate. 
How  much  more  than  cost  would  they  need  to  have? 

Mr.  KlMMEY.  At  this  point,  the  institutions  have  a  total  margin 
of  4.3  percent. 

Mr.  Smith.  So  they  need  104.3  percent  of  cost.  Is  that  on  the  av- 
erage? 

Dr.  KlMMEY.  I  have  within  my  responsibilities  in  real  life  a  hos- 
pital, and  we,  of  course,  would  like  a  much  higher  percentage  than 
that.  But  I  think  most  institutions  seem  to  be  able  to  make  it  on 
4.3  percent.  I  am  not  sure  that  we  have  a  firmer  figure  for  an 
ideal? 

Dr.  Young.  No.  These  costs  also  are  the  total  hospital  reported 
costs  which  are  4  percent  or  so  above  what  medicare  defines  as  al- 
lowable costs.  So  within  these  costs  are  the  actual  cost  outlays  that 
the  hospital  faced  which  is  about  4  percent  higher  than  what  medi- 
care called  allowable. 

Mr.  Smith.  Using  those  figures  when  you  take  the  private  there, 
129.7,  and  subtract  4.3,  that  means  you  are  paying  125.4  percent 
of  what  they  really  should  be  paying  if  everybody  was  paying  at  the 
same  rate. 

Dr.  Young.  That  is  correct. 

Mr.  Smith.  That  is  25  percent  more. 

Now,  you  have  over  here  under  the  2,000  projection  under  the 
Clinton  administration  proposal  if  they  come  down  to  97 — about  97 
percent  on  average — 96  percent.  That  would  be  4  percent  less  than 
cost,  all  three.  I  am  talking  about  together.  And  they  need  4.3  over. 
So  that  is  8.3  less  than  they  have  to  have  to  operate,  isn't  it?  How 
do  you  work  that? 

Dr.  Kimmey.  Let  me  start  with  the  1991  figures.  The  88.4  per- 
cent of  cost  is  what  the  medicare  program  calculates  is  really  what 
their  costs  ought  to  be.  Hospital  costs  in  this  country  are  consider- 
ably above  what  people  who  view  the  field  think  they  ought  to  be 
for  a  variety  of  reasons. 

If  we  move  to  the  year  2000,  what  this  goes  back  to  is  my  com- 
ment earlier  that  hospitals  are  going  to  be  under  tremendous  cost 
pressures.  And  I  think  that  what  we  are  going  to  see — I  do  not  be- 
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lieve  these  figures  are  corrected  for  shift  to  outpatient  and  some  of 
the  things  that  we  expect  to  see. 

Dr.  YOUNG.  They  are  a  combination  of  inpatient  and  outpatient, 
total  hospital  revenue. 

Dr.  KlMMEY.  It  is  going  to  put  more  pressure  on  the  system  to 
decrease  its  costs.  I  think  the  costs  in  the  system  are  above  what 
they  need  to  be. 

HOSPITAL  EXPENSES 

Mr.  Smith.  How  do  you  get  down  to  94  percent  of  what  the  cost 
now  is?  What  can  you  do  to  save  8.3  percent? 

Dr.  Young.  For  example,  as  we  pointed  out — earlier  in  this  year 
the  costs  had  been  going  up  at  less  than  this  2.7  percent.  One  rea- 
son they  have  gone  up  less  than  2.7  is,  for  the  first  time  since  we 
have  been  keeping  records,  hospitals  have  not  given  wage  increases 
to  employees  that  are  greater  than  the  economy  as  a  whole. 

For  the  past  15  years  wage  increases  to  hospital  workers  have 
grown  at  a  rate  substantially  greater  than  the  rate  in  the  general 
economy.  There  is  a  2  percent  a  year  difference  if  you  were  to  keep 
wages  in  the  health  care  hospital  sector  at  the  level  they  are  in  the 
general  economy. 

The  price  of  drugs,  the  price  of  medical  equipment,  the  price  of 
items  that  hospitals  buy  but,  more  importantly,  the  efficiency  with 
which  they  use  those  items — many  hospitals  purchase  magnetic 
resonance  imaging  systems,  open  new  heart  surgery  units  and  do 
not  efficiently  use  that  technology.  If  you  were  to  put  a  system  in 
place  that  constrained  the  revenues,  they  would  to  have  constrain 
their  costs. 

One  way  would  be  to  keep  labor  costs  in  concert  with  the  general 
economy  inflation.  A  second  way  would  be  to  examine  carefully 
when  they  decide  to  open  a  new  line  of  business  or  purchase  a  very 
expensive  piece  of  equipment  to  be  sure  they  can  use  that  effi- 
ciently and  economically. 

Mr.  Smith.  How  do  you  use  something  efficiently  that  becomes 
obsolete  in  two  years?  That  is  what  is  happening,  isn't  it,  with  this 
equipment. 

I  know  one  hospital  that  got  a  piece  of  equipment — a  multi- 
million  dollar  piece  of  equipment — and  thought  they  were  going  to 
amortize  over  a  number  of  years,  and  two  years  later  it  was  obso- 
lete. And  no  one  wants  to  use  something  that  is  second  rate. 

Dr.  Young.  It  depends  who  you  talk  to.  If  you  look  at  the  growth 
of  much  of  this  equipment  it  is  not  replacement  costs,  it  is  new 
costs.  We  have  far  more  of  this  imaging  equipment  and  open  heart 
capability  than  other  nations — vastly  more.  When  the  researchers 
have  looked  at  the  reasons  for  cost  differences  geographically,  the 
availability  of  this  equipment  and  its  lack  of  efficient  use  is  a  big 
variable. 

The  second  is  the  idea  of  replacement  costs  depends  a  little  bit 
on  whether  you  have  a  piece  of  equipment  that  works  just  fine  that 
gets  the  job  done  or  whether  you  want  to  be  state  of  the  art.  And 
hospitals  respond  to  their  doctors,  and  their  doctors  say,  gee,  this 
just  came  out.  Let's  upgrade. 

A  lot  of  that  upgrading  does  not  translate  into  enhanced  quality 
of  care.  It  simply  is  a  marketing  state  of  the  art. 
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Dr.  KlMMEY.  In  St.  Louis  we  have  24  MRI  scanners  for  a  popu- 
lation over  the  area  of  2.4  million.  Everyone,  I  think,  recognizes 
this  is  too  many.  They  are  not  efficiently  used.  When  we  went  to 
the  next  generation,  the  positron  emission  tomography,  the  PET 
scanner,  it  was  recognized  that  there  would  just  be  two  and  we 
would  funnel  the  cases  that  needed  that  special  diagnosis  into 
those  two  places. 

RURAL  HEALTH  CARE 

Mr.  Smith.  Well,  underserved  areas  are  being  reimbursed  at  a 
lesser  rate  than  other  areas  because  there  is  a  parallel  between  un- 
derserved areas  and  the  price  control — you  know  what  I  mean — 
that  is  used.  They  say  it  costs  less  to  live  in  an  underserved  area; 
therefore,  reimburse  them  less.  Therefore,  health  providers  don't 
want  to  go  to  those  areas  that  are  underserved.  It  is  working  back- 
wards. 

If  we  reimbursed  the  same  in  all  of  Iowa,  for  example,  then  peo- 
ple wouldn't  leave  the  underserved  area  and  go  to  the  other  area. 
In  fact,  you  would  tend  to  go  back.  The  thing  is  upside  down,  isn't 
it? 

Dr.  Young.  The  upside  down  is  less  for  the  hospital  side  than  it 
is  for  the  physician  side  because  medicare  has  special  payments  for 
the  inner  city  underserved,  the  disproportionate  share,  and  for  the 
rural  areas,  the  sole  community  hospitals.  So  the  upside  down  is 
still  there  for  rural  hospitals,  but  it  is  less  so  than  it  is  in  other 
systems  because  medicare  has  decided  to  pay  extra. 

Mr.  Smith.  So  in  all  these  meetings  I  have  asked  them  why  don't 
you  just  level  it  off?  Well,  we  can't  do  that.  The  Clinton  proposal 
doesn't  propose  taking  care  of  that.  It  proposes  continuing  the  prob- 
lem that  we  have  now,  doesn't  it? 

Dr.  Young.  Yes. 

Mr.  Smith.  I  think  what  you  have  told  us  this  morning — I  just 
wonder  if  the  various  committees  working  on  this  have  gotten  the 
message?  I  think  it  is  very  valuable  stuff  that  have  you  laid  out 
here.  I  just  wonder  if  it  is  being  used. 

Dr.  Young.  I  think,  again,  on  the  hospital  side,  that  is  why  the 
Congress  did  enact  the  sole  community  hospital  provisions  that 
provide  special  payments  to  sole  community  rural  hospitals. 

Part  of  the  problem,  as  I  am  sure  you  are  aware,  in  rural  Amer- 
ica is  the  decline  in  the  utilization  of  rural  hospitals.  We  have  seen 
a  dramatic  drop  in  the  number  of  admissions  with  many  of  those 
people  now  going  to  rural  referral  centers  or  to  urban  areas  to  re- 
ceive their  care. 

Now  part  of  that  is  also  driven  by  new  technology  because  a 
small  rural  hospital,  25  beds,  40  beds,  simply  can't  afford  nor  can 
they  do  complex  surgery  well.  We  have  looked  at  the  frequency 
with  which  hospitals  do  surgeries — 

Mr.  Smith.  Actually,  the  rural  hospitals  in  Iowa  don't  do  all  sorts 
of  things.  People  go  there  for  certain  services,  and  the  cost  is  much 
less  to  go  to  that  hospital  than  it  is  to  go  to  Des  Moines.  And  with 
telemedicine  they  can  do  more. 

We  have  fiber-optics  to  each  county  now.  If  we  can  get  fiber-op- 
tics from  the  outlet  over  to  the  hospital,  then  they  will  be  able  to 
do  more  with  the  specialist  in  Des  Moines,  and  the  local  provider 
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can  consult  with  him.  And  they  can  do  even  more,  and  that  will 
cut  back  on  costs.  But  I  keep  hearing  people  talk  about  it  as  if  you 
ought  to  close  all  county  hospitals,  and  that  doesn't  seem  to  make 
sense  to  me. 

Dr.  YOUNG.  No,  we  have  looked  at  that,  and  the  rural  hospitals 
are  performing  the  everyday  medicine  that  they  should  be,  and 
that  is  appropriate. 

Mr.  Smith.  Right.  And  at  a  very  cheap  cost,  in  most  cases. 

Dr.  Young.  Yes. 

Mr.  Smith.  Well,  we  thank  you  for  your  testimony. 

Dr.  Young.  Thank  you,  sir. 

Dr.  KlMMEY.  Thank  you. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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HEALTH  CARE  REFORM 

Mr.  Natcher:   What  role  has  the  Commission  played 
in  this  year's  debate  over  health  care  reform? 

Dr.  Kimmey:   In  July  1993  we  submitted  a  report  to 
Congress  on  Global  Budgeting:  Design  and  Implementation 
Issues.  We  also  submitted  a  report  on  the  use  of 
Medicare's  payment  methods  by  all  payers.   We  testified 
before  Congress  on  these  subjects  and  on  issues  related 
to  possible  effects  on  hospitals  and  other  providers  of 
health  care  reform.   In  the  report  and  recommendations 
we  submitted  to  Congress  March  1,  1994,  we  include  eight 
recommendations  concerning  Medicare  and  health  care 
reform.   We  have  examined  the  effects  of  the  President's 
proposed  reductions  in  capital  payments  as  well  as 
changes  in  disproportionate  share  payments  and  policies. 
We  have  also  examined  alternative  measures  for  defining 
disproportionate  share  hospitals.   We  are  now  examining 
potential  effects  of  alternative  reform  proposals  on 
teaching  hospitals.   We  are  also  examining  state-level 
per  capita  Medicare  spending.   All  of  this  work  is  done 
in  consultation  with  key  House  and  Senate  Committees, 
and  the  findings  are  shared  with  them. 

Mr.  Natcher:   What  percentage  of  the  Commission's 
total  workload  is  devoted  to  analysis  related  to  health 
care  reform  versus  analysis  of  more  specific  topics? 

Dr.  Kimmey:   Since  the  President's  proposal 
contains  many  provisions  specifically  related  to 
Medicare,  and  the  Commission's  work  includes  a  report 
describing  the  effects  of  Medicare  on  the  American 
health  care  system,  it  is  very  difficult  to  answer  the 
question  precisely.   In  the  broad  context,  about  75 
percent  of  our  work  is  relevant  to  health  care  reform, 
while  about  25  percent  is  targeted  specifically  to 
Medicare  and  Medicaid  technical  policies.   Even  the 
technical  policies,  however,  are  relevant  to  some  reform 
proposals,  while  the  reform  work  is  also  relevant  to  our 
specific  technical  mandates.   In  a  more  limited  context, 
perhaps  20  percent  is  targeted  specifically  to  health 
care  reform.   If  the  Congress  were  not  considering  this 
topic,  this  work  might  be  redirected. 

STAFFING  LEVELS 

Mr.  Natcher:   As  you  know,  beginning  in  1993,  the 
President  has  required  executive  branch  agencies  to 
reduce  their  staffing  levels  by  4  percent  by  1995  and  by 
12  percent  by  1999.   What  would  be  the  effect  on  the 
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Commission  if  it  were  forced  to  take  a  similar  reduction 
in  staff? 

Dr.  Kimmey:   These  reductions  would  lead  to  a  loss 
of  one  to  three  full  time  staff.   Last  year  the 
Commission's  work  planning  process  identified  about  50 
percent  more  high  priority  work  than  we  were  able  to 
undertake  with  our  current  resources.   If  staffing 
levels  were  to  be  reduced  by  4  to  12  percent,  it  would 
mean  even  more  high  priority  work  that  we  would  not  be 
able  to  complete.   As  a  result,  our  ability  to  respond 
to  Congressional  requests  for  analyses,  as  well  as  our 
ability  to  identify  and  examine  important  policy 
questions,  would  be  reduced. 

Mr.  Natcher:   How  does  actual  staffing  at  the 
Commission  currently  compare  to  your  authorized  staffing 
level  of  25  plus  an  Executive  Director,  and  what  are 
your  plans  to  fill  any  vacancies? 

Dr.  Kimmey:   We  currently  have  24  full-time 
employees  on  board  plus  one  Presidential  Management 
Intern.   We  also  have  made  plans  to  employ  a  summer 
intern,  as  we  have  previously.   We  have  made  no 
commitments  to  fill  the  final  slot,  although  we  have 
interviewed  some  candidates . 

REDUCING  ADMINISTRATIVE  COSTS 

Mr.  Natcher:   What  steps  is  the  Commission 
voluntarily  taking  to  reduce  administrative  costs  in  the 
spirit  of  this  government  streamlining  initiative. 

Dr.  Kimmey:   We  have  not  given  any  staff 
performance,  merit  pay,  or  step  increases  since  June 
1992.   We  continue  to  use  a  matrix  form  of  management 
that  eliminates  management  layers  and  is  responsible  for 
a  high  level  of  staff  productivity.   We  cancelled  one 
Commission  meeting  in  1993  and  have  periodically  relied 
on  a  telephone  conference  call  with  a  small  number  of 
Commissioners  to  make  decisions.   We  have  also  carefully 
reviewed,  and  limited  at  times,  requests  to  travel  to 
meetings  and  conferences.   We  have  re-competed  research 
contracts,  that  could  have  been  renewed,  in  an  attempt 
to  get  a  better  rate.   Our  contracting  process,  however, 
must  adhere  to  Federal  procurement  processes,  which  can 
be  limiting  and  cumbersome.   We  also  regularly  review 
subscriptions  and  cancel  those  of  lesser  value  and 
carefully  review  our  needs  and  solicit  better  prices  for 
other  services  we  purchase.   As  you  are  aware,  however, 
much  of  our  administrative  expense  is  out  of  our 
control.   Salaries  for  Commissioners,  as  well  as  staff 
benefits,  are  determined  by  law.   Our  rent  is  negotiated 
by  GSA,  and  GSA  determines  how  much  we  pay  them  for 
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personnel,  payroll,  accounting,  and  other  services.   We 
also  use  GSA-  determined  rates  for  telecommunications 
services,  travel,  supplies  and  equipment. 

Mr.  Natcher:   Since  1992,  the  Commission's 
mainframe  computer  costs  have  increased  over  74  percent, 
from  $404,000  in  FY  1992  to  $704,000  in  FY  1995. 
Briefly  explain  how  the  funds  have  been  spent. 

Dr.  Kimmey:   Initially,  the  Commission's  work 
focused  on  hospital  payment  for  inpatient  care,  and  we 
could  use  hospital  level  data  bases  for  our  analytic 
work.   The  expansion  of  our  responsibilities  to  hospital 
outpatient,  home  health,  skilled  nursing  facility,  and 
end-stage  renal  disease  services  requires  the  use  of 
patient  level  data  bases,  which  are  much  larger  and  more 
costly  to  run  on  the  mainframe  computer.   Since  non- 
inpatient  hospital  services  are  the  fastest  growing 
parts  of  the  Medicare  program,  analysis  in  these  areas 
is  essential  to  develop  appropriate  cost  control 
policies.   One  example  is  our  home  health  analysis. 
This  work  demonstrated  that  Medicare  spending  increases 
were  driven  almost  entirely  by  an  increase  in  the  use  of 
service  by  beneficiaries,  rather  than  increases  in  the 
payment  per  unit  of  service.   To  control  spending, 
therefore,  it  will  be  necessary  to  reduce  the  number  of 
services  furnished,  a  politically  difficult  task.   Our 
next  step  was  to  attempt  to  understand  more  about  the 
use  of  home  health  together  with  other  services  over  a 
spell  of  illness.   This  analysis  cost  over  $30,000  in 
mainframe  computer  time,  but  is  essential  to  develop  the 
prospective  payment  system  for  home  health  care  that 
Congress  has  requested.   I  could  cite  similar  types  of 
analyses  related  to  the  development  of  a  hospital 
outpatient  prospective  payment  system,  as  well  as  other 
areas  we  are  examining. 

I  should  add  that  an  understanding  of  the  factors 
responsible  for  rapid  spending  growth  is  critical  to  the 
development  of  health  reform  proposals.   The  President 
has  included  a  home  health  benefit  in  his  proposal .   Our 
experience  demonstrates  that  such  a  benefit  has  to  be 
carefully  drawn  to  avoid  the  rapid  spending  growth  of  34 
percent  a  year  that  is  occurring  with  the  Medicare 
program. 

Mr.  Natcher:   What  steps  have  you  taken  to  control 
these  costs? 

Dr.  Kimmey:   First,  we  met  with  the  staff  of  the 
House  Information  Systems  (HIS) ,  which  does  our 
mainframe  computer  work,  to  identify  ways  to  reduce 
costs.   As  a  result,  we  will  do  more  work  at  night  when 
rates  are  less.   We  are  also  changing  our  method  for 
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archiving  files,  which  will  reduce  storage  costs.   HIS 
has  also  agreed  to  a  fixed  monthly  price,  subject  to  a 
usage  limit.   We  will  carefully  monitor  our  usage  and 
scale  back  or  eliminate  projects  when  necessary  to  stay 
within  our  usage  target.   Second,  we  are  re-competing 
our  software  development  contract,  even  though  it  could 
have  been  renewed,  in  an  attempt  to  identify  a 
contractor  who  could  perform  the  work  more  efficiently. 
Third,  we  have  stepped  up  our  internal  management  review 
of  all  mainframe  computer  requests  and  eliminated 
useful,  but  not  critical  projects  or  variables. 

PAY  INCREASES 

Mr.  Natcher:   What  was  the  amount  of  the  locality 
pay  increase  that  went  into  effect  on  January  1,  1994 
and  how  are  you  absorbing  this  unbudgeted  cost  in  1994? 

Dr.  Kimmey:   The  increase  was  4.23  percent,  a  total 
of  about  $52,000.   Since  we  have  had  staff  turnover,  we 
will  delay  filling  vacancies.   We  will  also  replace  a 
senior  staff  member  with  a  higher  salary  with  a  more 
junior  member  of  the  staff. 

Mr.  Natcher:   How  much  is  included  in  your  budget 
for  a  January,  1995  pay  raise  and  what  percentage 
increase  is  this  based  upon? 

Dr.  Kimmey:  We  included  $38,400  for  an  ECI-based 
increase.  This  is  based  on  GSA's  current  law  estimate 
of  2 . 6  percent . 

Mr.  Natcher:   How  much  is  included  in  your  budget 
for  a  January,  1995  locality  pay  increase  and  what 
percentage  increase  is  this  based  upon? 

Dr.  Kimmey:   We  included  $17,724  for  a  locality 
increase.   This  is  based  on  GSA's  current  law  estimate 
of  1.2  percent 

HEALTH  CARE  REFORM 

Mr.  Serrano:   New  York  is  very  much  concerned  about 
the  impact  of  health  reform  on  the  city's  teaching 
hospitals,  and  on  their  ability  to  continue  to  provide 
medical  care  to  the  underserved  populations  of  their 
neighborhoods.  You  indicate  in  your  statement  that 
ProPAC  is  continuing  to  analyze  health  reform  issues, 
including  teaching  hospitals  serving  large  numbers  of 
poor  persons.   Please  outline  in  more  detail  for  the 
record  ProPAC 's  findings  and  recommendations  in  these 
areas . 
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Dr.  Kimmey:   The  Commission  is  also  concerned  about 
the  ability  of  teaching  hospitals  to  maintain  their 
mission,  including  service  to  the  poor,  under  health 
care  reform.   In  our  March  1994  report  to  Congress,  we 
recommend  that  the  reduction  in  Medicare  teaching 
payments  proposed  by  the  President  not  be  implemented 
until  insurance  coverage  is  extended  to  the  uninsured. 
We  support  the  explicit  recognition  by  all  payers  of  the 
higher  patient  care  costs  teaching  hospitals  incur.   We 
note  that  the  total  level  of  funding  and  the  formula  for 
distributing  payments  included  in  the  President's 
proposal  may  not  be  adequate.   We  also  recommend  that 
reductions  in  the  Medicare  disproportionate  share 
adjustment  be  carefully  coordinated  with  the  extension 
of  universal  coverage.   We  are  concerned  that  the 
hospitals  that  treat  the  largest  number  of  the  poor  may 
continue  to  require  more  financial  assistance  than  that 
proposed  by  the  President . 

ProPAC's  recommendations  are  based  on  an  extensive 
amount  of  work  related  to  teaching  and  disproportionate 
share  hospitals.   The  Medicare  program  provides 
substantial  extra  payments  to  these  hospitals.   These 
funds,  however,  are  not  as  well  targeted  as  they  might 
be  to  the  hospitals  that  have  the  largest  burden  of 
uncompensated  care  and,  therefore,  are  in  the  greatest 
financial  need.   Overall,  teaching  and  disproportionate 
share  hospitals  continue  to  be  under  greater  financial 
stress  than  other  hospitals.   These  hospitals  also  will 
have  a  difficult  time  competing  in  a  managed  care 
environment,  unless  Medicare  and  other  third  party 
payers  recognize  the  extra  costs  related  to  their 
mission  of  teaching  and  caring  for  the  poor.   We  believe 
the  best  way  to  accomplish  this  is  to  require  all  payers 
to  contribute  to  a  special  fund  that  recognizes  these 
special  costs .   We  would  be  pleased  to  provide  you  or 
your  staff  with  a  briefing  or  additional  materials 
describing  the  findings  from  our  work. 

Mr.  Serrano:   What,  in  your  view,  are  the  critical 
elements  of  a  reformed  health  care  system  in  terms  of 
assuring  accessible,  quality  health  care  for  currently 
underserved  urban  populations? 

Dr.  Kimmey:   The  first  and  foremost  item  is 
providing  a  sure  source  of  payment  for  the  care  needed 
by  this  population.   This  includes  payment  for  hospital 
and  other  facility  services,  as  well  as  physician  care. 
The  way  to  ensure  this  payment,  in  my  view,  is  universal 
coverage.   In  addition,  payments  to  individual  providers 
must  reflect  the  complexity  and  severity  of  illness  of 
the  patients  they  treat  and  the  special  costs  they  incur 
related  to  their  location,  teaching  status,  and  other 
factors.   It  is  also  necessary  to  ensure  that  there  is 
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an  adequate  supply  of  facilities,  physicians,  nurses, 
and  other  personnel.   This  supply  generally  will  be 
available,  if  payments  are  properly  structured. 

HEALTH  CARE  REFORM 

Mr.  Stokes:   In  what  areas  of  health  care  reform 
has  the  Commission  focused  most  of  its  efforts? 

Dr.  Kimmey:   We  have  examined  and  testified  before 
the  Congress  on  the  effects  of  spending  limits  on  the 
financial  condition  of  hospitals  and  other  providers. 
We  found  that  one  of  the  driving  forces  behind  spending 
is  not  the  price  of  services,  but  rapid  growth  in  the 
number  of  services  furnished.   Health  care  reform  must, 
therefore,  have  strong  volume  controls  to  be  effective. 
We  also  examined  the  effects  of  premium  limits  on  cost 
shifting  and  the  ability  of  hospitals  to  provide 
uncompensated  care  and  to  make  up  for  losses  on  Medicare 
and  Medicaid  patients.   We  have  just  completed  an 
analysis  of  the  effects  of  alternative  definitions  for 
defining  disproportionate  share  hospitals  and  are  now 
looking  at  the  distributional  effects  on  teaching 
hospitals.   We  are  also  analyzing  Medicare  spending  at 
the  state  level  and  will  attempt  to  explain  why  there 
are  such  large  differences  across  states. 

MEDICARE  REDUCTIONS 

Mr.  Stokes:   According  to  your  statement,  with 
respect  to  the  President's  bill,  about  half  of  the 
proposed  Medicare  reductions  would  come  from  payments  to 
hospitals.   In  your  professional  judgment,  what  impact 
would  this  aspect  of  the  plan  have  on  inner  city  and 
rural  hospitals  serving  a  significant  number  of 
underserved  populations? 

Dr.  Kimmey:   We  are  concerned  that  it  could  have  a 
significant  impact.   We  have  recommended  to  the  Congress 
that  these  cuts  not  take  effect  until  coverage  is  in 
effect  for  the  uninsured.   We  also  believe  that  the 
funding  for  disproportionate  share  providers  proposed  by 
the  President  may  not  be  sufficient  to  cover  the  losses 
that  many  of  these  hospitals  may  continue  to  sustain. 
The  payment  reductions  proposed  by  the  President  are 
substantial,  and  we  have  recommended  that  an  effective 
system  for  monitoring  quality  of  care  must  be  an 
essential  component  of  the  plan. 

Mr.  Stokes:   With  respect  to  health  care  reform, 
tremendous  concern  centers  around  the  fact  that  Medicare 
has  already  suffered  a  bombardment  of  funding  cuts.   The 
added  concern  is  that  Medicaid  and  Medicare  services 
should  not  be  reduced  beyond  the  level  currently 
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provided.   To  what  extent  has  the  Commission  examined 
these  issues? 

Dr.  Kimmey:   We  share  your  concern  and  have  looked 
carefully  at  this  issue.   We  believe  that  further 
reductions  can  be  implemented,  but  only  if  coverage  is 
provided  at  the  same  time  for  the  uninsured.   Further, 
the  disparity  between  payments  from  government  and 
private  payers  must  be  narrowed.   Under  the  President's 
plan  this  would  occur,  especially  for  Medicaid,  whose 
patients  would  be  covered  through  the  health  alliances. 
We  are  concerned,  however,  that  the  reductions  in 
government  and  private  payer  payments  would  be  larger 
than  anything  we  have  seen  previously,  and  we  must 
carefully  monitor  quality  of  care  if  these  reductions 
are  implemented. 

Mr.  Stokes:   According  to  the  Commission's 
statement,  if  hospitals  lose  the  ability  to  obtain  extra 
revenues  from  private  patients,  the  resulting  pressure 
for  hospitals  to  reduce  services  could  adversely  affect 
not  only  access  to  health  care  but  also  to  the  quality 
of  care  for  Medicare  patients  and  other  populations.   In 
your  professional  judgment,  what  would  be  the  most 
effective  means  of  guarding  against  this  adverse 
outcome? 

Dr.  Kimmey:   First,  hospitals  must  be  able  to 
obtain  revenue  to  cover  the  costs  of  providing  care  to 
the  uninsured.   This  can  be  accomplished  with  universal 
coverage.   In  addition,  there  must  be  a  means  to  cover 
the  remaining  costs  due  to  bad  debts.   The  extra  costs 
of  teaching  hospitals  and  sole  community  hospitals  also 
must  be  recognized.   As  total  revenues  are  constrained, 
and  hospitals  can  not  cost  shift,  they  will  have  to 
reduce  their  costs,  including  eliminating  some  services 
that  are  of  little  or  no  value.   A  good  quality  review 
program  will  be  necessary  to  ensure  that  they  do  not 
eliminate  services  that  are  necessary.   Over  time,  this 
monitoring  may  indicate  that  payments  have  been 
constrained  too  tightly,  and  that  increases  are  called 
for. 

AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

Mr.  Stokes:   To  what  extent  does  the  Commission 
have  a  collaborative  relationship  with  the  Agency  for 
Health  Care  Policy  and  Research? 

Dr.  Kimmey:   We  do  not  have  any  formal 
relationship.   Individual  staff  members,  however,  have 
contact  with  AHCPR  staff  on  topics  of  mutual  interest. 
Since  our  mandate  and  the  type  of  analyses  we  do  differs 
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from  theirs,  there  is  little  overlap  in  the  work  of  both 
agencies . 

MERGERS  AND  BUY-OUTS 

Mr.  Stokes:   The  Commission  is  continuing  to 
examine  a  number  of  issues  relating  to  health  care 
reform,  including  those  related  to  hospitals  serving  a 
large  number  of  poor  people.   As  we  witness  an 
increasing  number  of  mergers,  buy-outs,  and  related 
marketing  strategies,  to  what  extent  has  the  Commission 
examined  the  impact  on  African  American  and  other 
minority  health  care  providers?   To  what  extent  has  the 
Commission  examined  the  impact  on  minority  health 
professions  schools?  What  initiatives  are  planned  in 
these  areas  for  FY  1994  and  FY  1995? 

Dr.  Kimmey:   Our  analyses  have  looked  carefully  at 
access  to  care  and  use  of  services  using  available 
characteristics  of  specific  population  groups  receiving 
hospital  and  other  facility  services.   The 
characteristics  that  we  have  used  include  income  level, 
age,  race,  geographic  place  of  residence,  and  measures 
of  complexity  of  illness.   We  have  not,  however,  looked 
at  hospitals  and  other  facilities  by  the  characteristics 
of  their  owners.   We  have  not  examined  health 
professions  schools.   Our  work  on  graduate  medical, 
nursing,  and  allied  health  education  has  been  limited  to 
analysis  of  Medicare  payments  to  hospitals  for  the  costs 
of  maintaining  these  programs .   We  do  not  have  other 
initiatives  planned  in  these  areas. 

Mr.  Stokes:   Increasingly,  we  are  hearing  about 
buy-outs  and  mergers  where  the  gaining  organization  is 
picking  up  minority  patients  but  not  minority  health 
care  providers.   Specifically,  what  has  the  Commission's 
research  revealed  with  respect  to  the  changing 
relationship  between  hospitals  and  physicians  in 
general?   In  particular,  what  has  the  Commission's 
research  revealed  with  respect  to  the  relation  between 
hospitals  and  African  American  physicians  and  other 
minority  providers  in  this  era  of  increasing  hospital 
mergers  and  buy-outs? 

Dr.  Kimmey:   We  have  not  done  any  analyses  related 
to  the  organizational  effects  of  buy-outs  and  mergers 
specifically.   Instead,  our  focus  has  been  on  whether 
the  current  consolidation  in  the  health  care  industry  is 
adversely  affecting  access  to  care  for  individuals.   We 
are  now  completing  a  research  project  examining  hospital 
and  physician  relationships.   The  data  from  this  project 
has  not  been  analyzed.   The  project,  however,  did  not 
include  race  as  a  variable.   Further,  the  study  focused 
on  hospital  management  and  the  general  role  of 
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physicians  rather  than  relations  with  individual 
physicians.   Therefore,  it  would  not  be  able  to  answer 
the  question  you  raise. 

ESSENTIAL  PROVIDERS 

Mr.  Stokes:   I  understand  that  the  Commission  has 
not  yet  fully  identified  specific  projects  to  pursue  in 
FY  1995.   Has  the  Commission  examined  the  role  of  the 
operational  impact  of  the  designation  "essential 
providers"  as  contained  in  the  administration's  health 
care  reform  proposal?   If  so,  what  did  the  research 
reveal  with  respect  to  minority  health  care  providers? 
If  not,  would  this  review  possibly  be  among  those 
conducted  in  FY  1995? 

Dr.  Kimmey:   The  Commission  is  aware  of  the 
"essential  provider"  provision.   As  spelled  out  in  the 
proposed  legislation,  providers  will  determine  whether 
they  wish  to  elect  to  be  designated  essential  providers, 
following  rules  which  the  Secretary  is  to  promulgate. 
The  Secretary  is  required  to  conduct  a  series  of  studies 
and  submit  a  report  to  Congress  by  March  1,  2001.   It  is 
not  possible  to  conduct  analytic  studies  of  essential 
providers  at  this  time,  since  it  is  not  known  which 
providers  would  choose  this  election.   In  the  past, 
however,  the  Commission  has  conducted  research  and 
supported  policies' that  encourage  access  to  care  for 
special  population  groups.   These  include  policies 
related  to  sole  community  hospitals,  essential  access 
community  hospitals,  and  disproportionate  share 
hospitals.   If  this  provision  is  enacted,  I  anticipate 
that  we  would  then  consider  if  and  when  further  research 
by  ProPAC  would  be  fruitful. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Budget  Justification 

Fiscal  Year  1995 

EXECUTIVE  SUMMARY 

The  Prospective  Payment  Assessment  Commission  (ProPAQ  was  established  by  Congress  under  the 
Social  Security  Act  Amendments  of  1983  (Pub.  L.  98-21),  when  the  Medicare  prospective  payment 
system  (PPS)  was  enacted.  ProPAC  was  established  as  an  independent  Commission  to  advise  and 
assist  the  Congress  and  the  Secretary  of  Health  and  Human  Services  in  maintaining  and  updating  the 
Medicare  prospective  payment  system. 

The  formal  responsibilities  of  ProPAC  are  mandated  in  the  law.  Initially,  the  work  of  the  Commission 
focused  on  the  Medicare  prospective  payment  system  for  inpatient  hospital  services.  Recently,  the 
Congress  has  expanded  ProPAC's  mandate  to  include  current  and  new  Medicare  prospective  payment 
policies  for  Medicare-recognized  facilities.   As  a  result,  the  Commission's  responsibilities  now  include 
inpatient  and  outpatient  payment  to  hospitals  and  excluded  facilities,  home  health  agencies,  skilled 
nursing  facilities,  and  end  stage  renal  disease  dialysis  facilities.  ProPAC's  responsibilities  now  also 
include  analysis  of  Medicaid  payment  for  inpatient  hospital  services  and  issues  related  to  health  care 
reform.  The  Congress  has  also  requested  submission  of  an  annual  report  on  the  impact  of  Medicare 
on  the  American  health  care  system.  In  addition.  Congress  periodically  requests  additional  reports  on 
specific  topics. 

The  membership  of  the  Commission,  appointed  under  the  law  by  the  Director  of  the  Congressional 
Office  of  Technology  Assessment,  was  expanded  in  1986  from  15  to  17  members.  The  Commission 
is  assisted  in  its  work  by  an  Executive  Director  and  a  staff  of  not  more  than  25.  Meetings  are  held 
periodically  and  are  open  to  the  public. 

Fiscal  Year  1995  Appropriation  Request 

For  fiscal  year  1995,  ProPAC  is  requesting  an  appropriation  of  $4,667,000,  an  increase  of  3.7  percent 
over  our  1994  amount.   Since  1988  ProPAC's  spending  has  increased  at  an  annual  rate  of  only  4.0 
percent.  During  this  time,  Congress  greatly  expanded  our  responsibilities,  including  the  number  of 
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reports  we  are  required  to  submit   Our  budget  request  for  fiscal  year  1995,  however,  reflects  only 
inflation-related  increases  in  salaries,  benefits,  and  other  operating  expenses.   As  described  in  the 
justification,  however,  spending  in  some  categories  has  been  reduced  to  allow  for  substantial  increases 
in  other  areas  necessary  to  prepare  required  reports  to  Congress. 

As  required  by  law,  during  1995  we  will  submit  our  annual  Report  and  Recommendations  to  the 
Congress  and  our  annual  report  on  Medicare  and  the  American  Health  Care  System,  Report  to  the 
Congress.  We  are  also  required  to  submit  a  series  of  reports  with  our  views  on  reports  that  have  not 
yet  been  submitted  by  the  Secretary  to  Congress.   As  has  been  the  pattern  over  the  years,  we  also 
expect  Congress  to  request  additional  reports  as  the  current  legislative  cycle  proceeds.   In  addition,  we 
will  be  issuing  a  number  of  technical  reports  on  topics  of  interest  to  the  Congress. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Organizational  Chart 

Key  Personnel 


Donald  A,  Young.  M.D. 
Executive  Director 


Laura  Dummit 
Deputy  Executive  Director 


Jay  Youoes 
Executive  Officer 


Stuart  Gutennan 
Deputy  Executive  Director 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Appropriations  Language 

General  and  special  funds: 

Salaries  and  Expenses 

For  expenses  necessary  to  carry  out  section  601  of  Public  Law  98-21,  [$4400,000]  $4,667,000  to  be 
transferred  to  this  appropriation  from  the  Federal  Hospital  Insurance  and  the  Federal  Supplementary 
Medical  Insurance  Trust  Funds  (Departments  of  Labor,  Health  and  Human  Services,  and  Education 
and  Related  Agencies  Appropriation  Act,  1994). 


-5- 


161 


PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Authorizing  Legislation 

The  Commission's  authorization  is  contained  in  the  Social  Security  Act  Amendments  of  1983,  Pub.  L. 
98-21,  Section  1886(e)(6)(T)(i).  This  legislation  authorizes  "such  sums  as  may  be  necessary." 


1994  1994  1995  1995 

Authorized  Appropriation  Authorized  Request 

N/A  $4,500,000  N/A  $4,667,000 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Budget  Authority  and  Staffing  by  Activity 

(Budget  Authority  in  Thousands) 


1993  Actual 

1994  Plan 

Change 

1995  Request 

FTEs     Amount 

FTEs     Amount 

FTEs    Amount 

FTEs     Amount 

Administration  and 
Management  26       $3,167         26       $3,500  0       +$142         26       $3,642 

Data  Development, 
Analysis,  and  Research         2  1,212  2         1,000  0  +25  2         1,025 


Total  4,379  4,500  +167  4,667 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Summary  of  Changes 


1994  Base 


Change  from  Base 


Work  Years 
(FTEs) 


Budget 
Authority 


Work  Years 
(FTEs) 


Budget 
Authority 


Increases: 

A.  Built-in: 

1.  Salaries 

2.  Increase  in  benefit  costs  related  to 
payroll  increases 

3.  Travel  cost  increases  due  to  inflation 

4.  Higher  space  rental  payments  to  GSA 

5.  Operating  cost  increases  due  to  inflation: 

a.  Mainframe  computer 

b.  Telephone 

c.  Postage/delivery 

d.  Printing/reproduction 

e.  Research  and  other  contracts 

f.  Supplies 

g.  Publications 

h.    Equipment  and  furnishings 

6.  Increase  in  GSA  support  services 

B.  Program: 

None 

Decreases: 
A   Built-in: 
None 

B.   Program: 
None 

NET  CHANGE: 


28 


$1,628,000 

$71,000 

414,000 

19,000 

135,000 

3,000 

257,000 

8,000 

678,000 

26,000 

36,000 

1,000 

27,000 

1,000 

93,000 

2,000 

1,118.000 

28,000 

21,000 

2,000 

13,000 

1,000 

22,000 

3,000 

58.000 

2.000 

$167,000 


$167,000 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Budget  Authority  by  Object  Class 

(Budget  Authority  in  Thousands) 


Object  Classification 


FY  1993 
Actual 


FY  1994 
Estimate 


Change 


FY  1995 
Request 


Salaries 
Full-Time  Staff 
Commissioners 


Benefits 

Travel 
Staff 
Commissioners 


$1,345 

83 

1,428 

$1,477 

151 

1,628 

+$62 

+9 

+71 

$1,539 

160 

1.699 

383 

414 

+19 

433 

11 
80 

27 
108 

0 
+3 

27 
HI 

91 


135 


+3 


138 


Standard  Level  User  Charges 

Mainframe  Computer 

Telephone 

Postage 


254 


756 


257 


741 


+8 


+28 


265 


685 

678 

+26 

704 

49 

36 

+1 

37 

22 

27 

+1 

28 

769 


Printing  and  Reproduction 

Research  Contracts 
Commercial  Contracts 
Government  Contracts 
GSA  Support 


Supplies 
Publications 


Equipment  and  Furnishings 

Lapsing 
Total 


73 


93 


+2 


95 


1.212 

1.000 

+25 

1.025 

85 

117 

+3 

120 

1 

1 

0 

1 

49 

58 

+2 

60 

1.347 

1.176 

+30 

1.206 

23 

21 

+2 

23 

11 

13 

+1 

14 

34 

34 

+3 

37 

13 

22 

+3 

25 

4* 

0 

0 

0 

4,383 

4,500 

+167 

4,667 

*  Estimate  as  of  10/30/93. 

Note:  Numbers  may  not  add  to  totals  because  of  rounding. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Personnel  Summary 


FY  93 

FY  94 

FY  95 

Actual* 

Plan 

Change 

Request 

Staffing  level  (FTEs) 
Average  ES  salary 
Average  GS/GM  grade 
Average  GS/GM  salary 

28 

$100,193 

12.0 

$52,022 

28 

$100,193 

12.0 

$54,118 

0 
$2,004 

0 
$1,082 

28 

$102,197 

12.0 

$55,200 

FY  93 

FY  94 

FY  95 

Actual* 

Plan 

Change 

Request 

Executive  Level 

3 

3 

0 

3 

GS/GM- 15 

3 

3 

0 

3 

GS/GM- 14 

6 

5 

0 

5 

GS/GM- 13 

4 

5 

0 

5 

GS-12 

3 

3 

0 

3 

GS-9-  11 

4 

4 

0 

4 

GS-6  -  8 

3 

3 

0 

3 

Total  number  of  full-time 

permanent  positions 

26 

26 

0 

26 

Total  compensable  workyears: 
full-time  equivalent  employment      28** 

28** 

0 

28**, 
1 

Note:    This  schedule  is  for  comparison  purposes  only.  ProPAC  does  not  use  the 

formal  government  system  of  grading  and  salaries.  Each  salary  is  determined 
individually  following  U.S.  Senate  personnel  rules  and  ProPAC's  personnel 
policies  and  procedures  and  job  descriptions. 

*  The  actual  number  of  employees  on  board  during  the  year  varied  between  23  and 
25  because  of  staff  turn-over.  The  salary  and  grades  reported  reflect  the  averages 
for  the  year  of  those  actually  on  board. 

**  The  statute  requires  that  Commissioners  be  paid  at  Executive  Level  IV  for  the  time 
they  devote  to  Commission  business.  The  time  of  the  17  Commissioners  equals 
approximately  2  FTEs.  This,  added  to  the  26  staff,  yields  28  FTEs. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Amounts  Available  for  Obligation 


Appropriation 

Unobligated  balance 
Start  of  year 
End  of  year 
Lapsing 

Total,  obligations 


1993 

Actual 


1994 
Plan 


$4,383,000 


0 
0 

21.624* 

4,361.376 


$4,500,000 


0 

0 

Q 

4,500.000 


1995 
Request 


$4,667,000 


0 

0 

0 

4.667.000 


*  Estimate  as  of  1/13/94. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Appropriations  History  Table 


Budget 

Estimate 

to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1984 

$1,500,000 

$1,500,000 

$1,500,000 

$1,500,000 

1985 

3,131,000* 

2,424,000 

2,410,000 

2,424,000 

1986 

3,240,000" 

2,784,000 

2,893,000 

2,769,000 

1987 

3,421,000 

3,421,000 

3,421,000 

3,421,000 

1988 

3,798,000 

3,752,000 

3,752,000 

3.592,000 

1989 

3,664,000 

3,664,000 

3,664,000 

3,495,000 

1990 

3.797,000 

3,919,000 

3,794,000 

3,869,000 

1991 

4,073,000 

4,073,000 

3,869,000 

3.875,000 

1992 

4,210,000 

4,030,000 

4,030,000 

4,030,000 

1993 

4,463,000 

4,418,000 

4,418,000 

4,383.000 

1994 

4,575,000 

4,500,000 

4,500,000 

4,500,000 

1995 

4,667,000 

'  Anticipates  continuing  fiscal  year 
for  fiscal  year  1985. 

b  Anticipates  continuing  fiscal  year 
for  fiscal  year  1986. 


1984  carryover  of  $707,000  allowing  a  total  budget  of  $3,131,000 

1985  carryover  of  $347,000  allowing  a  total  budget  of  $3,240,000 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Staffing  History 


Total  Number  of 

Full-Time  Permanent 

Year 

Positions* 

1984 

16 

1985 

25 

1986 

26 

1987 

26 

1988 

26 

1989 

26 

1990 

26 

1991 

26 

1992 

26 

1993 

26 

1994 

26 

1995 

26 

*  The  actual  number  of  employees  on  board 
during  the  year  varied  between  23  and  25 
because  of  staff  turn-over. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Congressional  Directives  in  House  and  Senate 
Appropriations  Committee  Reports 


1992  Senate  Report  102-397 No  items 

1992  House  Report  102-708 No  items 

1993  Senate  Report  103-143 No  items 

1993  House  Report  103-156 No  items 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Narrative  Justification 

GENERAL  STATEMENT 

The  Prospective  Payment  Assessment  Commission  (ProPAC)  is  an  independent  agency  of  the 
Congress,  established  under  the  Social  Security  Act  Amendments  of  1983  (Pub.  L.  98-21).  The 
Commission's  primary  responsibility  is  to  advise  and  assist  the  Congress  and  the  Secretary  of  Health 
and  Human  Services  regarding  Medicare  payment  for  facility  services,  Medicaid  hospital  payment 
policy,  and  aspects  of  health  care  reform. 

The  17  Commissioners  reflect  a  wide  range  of  expertise  and  experience  in  health  services  delivery  and 
financing.  The  Commission  meets  approximately  seven  times  a  year,  generally  in  public  session,  to 
develop  its  recommendations  and  reports.  The  Commission  is  assisted  in  its  work  by  26  staff. 
Following  the  work  plan  and  priorities  approved  by  the  Commission,  the  staff  develops  background 
papers  and  conducts  extensive  analyses  of  the  topics  identified  by  the  Congress  and  the  Commission. 
The  Commission  also  contracts  with  outside  organizations  and  individuals  to  provide  detailed 
quantitative  information  to  use  in  the  formulation  of  recommendations  and  reports.  The  Commission's 
funds  are  expended  in  two  major  categories: 

1.  Administration  and  Management,  and 

2.  Data  Development,  Analysis,  and  Research 

Funding  Table  (In  Thousands  of  Dollars) 


Category 

1993 
Actual 

1994 
Plan 

Change 

1995 
Request 

Administration  and  Management 

$3,167 

$3,500 

+$142 

$3,642 

Data  Development,  Analysis,  and 
Research 

1,212 

1,000 

+25 

1,025 

Total 

4.379 

4.500 

+  167 

4.667 

Note:   The  Social  Security  Act  Amendments  of  1983,  Pub.  L.  98-21.  Section 
1886(eX6)(I)(i)  authorizes  "such  sums  as  may  be  necessary." 


-15- 


171 


ACTIVITIES  AND  ACCOMPLISHMENTS 

From  1985  through  1990,  the  Commission  submitted  an  annual  report  to  the  Secretary  of  Health  and 
Human  Services  containing  recommendations  for  improvements  in  Medicare  hospital  and  other  facility 
payment  policies.  Since  1991,  this  report  has  been  submitted  each  year  to  the  Congress.  Each  of 
these  reports  has  been  delivered  by  the  required  date.  Many  of  the  Commission's  recommendations 
have  been  implemented  by  the  Secretary.  In  some  cases,  the  Secretary  has  not  agreed  with  the 
Commission,  but  the  Congress  has  legislated  the  Commission's  recommendation. 

Since  1986  the  Commission  has  also  submitted  an  annual  report  to  Congress  containing  information  on 
Medicare  PPS,  beneficiaries,  hospital  financial  condition,  and  other  aspects  of  the  American  health  care 
system.  Over  time,  this  report  has  become  a  valuable  reference  source  for  ProPAC,  members  of 
Congress  and  staff,  and  other  people  interested  in  the  changing  American  health  care  system. 

In  addition  to  the  Commission's  two  annual  reports,  the  Congress  periodically  requests  that  the 
Commission  study  and  report  on  a  wide  variety  of  topics  related  to  the  Medicare  and  Medicaid 
programs  as  well  as  broader  issues.  In  addition  to  these  congressional  reports,  the  Commission 
prepares  and  distributes  a  series  of  technical  reports  containing  information  from  the  analyses  and 
research  it  has  undertaken  at  the  request  of  Congress  or  has  identified  itself.  Some  of  these  reports 
result  from  research  and  analysis  undertaken  by  the  Commission  staff,  and  others  contain  the  findings 
from  research  and  analyses  conducted  under  contract  between  ProPAC  and  outside  organizations  and 
individuals. 

The  Commission's  reports  for  fiscal  years  1993  to  1995  are  listed  in  the  following  table.  Beginning 
with  its  first  report  in  1985,  the  Commission  has  submitted  every  report  on  or  before  the  due  date 
specified  by  Congress.  It  is  important  to  note  that  ProPAC's  work  is  heavily  influenced  by  the  needs 
of  Congress.  It  is,  therefore,  very  likely  that  as  the  103rd  Congress  proceeds,  additional  reports  will  be 
requested  for  fiscal  year  1995.   Although  Congress  has  not  formally  requested  any  reports,  we  have 
also  undertaken  a  series  of  analyses  related  to  health  care  reform.  In  addition,  ProPAC's  work  cycle  is 
tied  to  its  annual  reports  to  Congress  in  March  and  June.   At  this  time,  therefore,  we  have  not 
identified  the  technical  reports  we  will  be  issuing  in  fiscal  year  1995.   We  have,  however,  begun  to 
identify  major  areas  for  extramural  research  and  analysis.  Our  recent  and  proposed  Data  Development 
and  Research  Budget  and  Agenda  is  provided  as  Appendix  A  to  this  justification. 
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Commission  Reports,  Fiscal  Years  1993-1995 


Prior  Year:    10/1/92-9/30/93 


Reports  to  Congress 

Interim  Report  on  Payment  Reform  for  PPS-Excluded  Facilities  (10/92) 
Report  and  Recommendations  to  the  Congress,  March  1,  1993 
Medicare  and  the  American  Health  Care  System,  Report  to  Congress,  June  1993 
Global  Budgeting-Design  and  Implementation  Issues  (July  1993) 

Technical  Reports  -  Staff  Research  and  Analysis 

The  Accuracy  of  Cost  Measures  Derived  from  Medicare  Cost  Report  Data  (1-93-01) 

Technical  Reports  -  Contract  Research  and  Analysis 

Identifying  Changes  in  the  Factors  of  Production  for  Dialysis  Services  (E-93-01) 

Within-DRG  Case-Complexity  Change,  1991  (E-93-02) 

Exploring  the  Growth  of  Hospital  Outpatient  Surgeries  (E-93-03) 

Analysis  of  the  Effect  of  the  Economic  Stabilization  Program  (E-93-04) 

State  Regulations  and  Policies  that  Affect  the  Provisions  of  Post- Acute  Care  (E-93-05) 

Development  of  Hospital  Efficiency  Measures  (E-93-06) 


Current  Year:    10/1/93-9/30/94 

Reports  to  Congress 

Analysis  of  Medicaid  Disproportionate  Share  Payment  Adjustments  (1/1/94) 

Analysis  of  the  Secretary's  Proposal  for  Prospective  Payment  for  Home  Health  Services  (Due  3/94) 

Report  and  Recommendations  to  the  Congress  (Due  3/94) 

Medicare  and  the  American  Health  Care  System,  Report  to  Congress  (Due  6794) 

Analysis  of  the  Secretary's  Legislative  Proposal  Eliminating  Separate  Average  Standardized 

Amounts  (Awaiting  the  Secretary's  proposal) 
Analysis  of  the  Secretary's  Report  on  Hospital  Outpatient  Services  (Awaiting  the  Secretary's 

report) 
Analysis  of  the  Secretary's  Report  on  PPS-Excluded  Facilities  (Awaiting  the  Secretary's  report) 
Analysis  of  the  Secretary's  Report  on  Skilled  Nursing  Facilities  (Awaiting  the  Secretary's  report) 

Technical  Reports  •  Staff  Research  and  Analysis 

Indirect  Medical  Education  and  Disproportionate  Share  Payment  Adjustments  to  Hospitals 

(Pending) 
Transfer  Payment  Policy  (Pending) 

Hospital  Revenue  Sources:  An  Analysis  of  Gains,  Losses,  and  Cost  Shifting  (Pending) 
Improving  the  Area  Wage  Index:  Alternative  Definitions  of  Hospital-Specific  Labor  Market  Areas 

(Pending) 
Outlier  Payment  Policy  (Pending) 
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Commission  Reports,  Fiscal  Years  1993-1995  (Continued) 


Budget  Year  -  10/1/94-9/30/95 


Reports  to  Congress* 

Report  and  Recommendations  to  the  Congress  (Due  3/95) 

Medicare  and  the  American  Health  Care  System,  Report  to  Congress  (Due  6/95) 


Technical  Reports 

To  be  determined 


*  Reports  requested  as  of  1/1/94. 

The  Commission  also  provides  testimony  before  the  House  Ways  and  Means  Committee,  Senate 
Finance  Committee,  and  other  Committees  on  subjects  related  to  its  expertise,  and  has  worked  with 
these  Committees  on  particular  analytic  problems  at  their  request.   Members  of  the  Commission  and 
staff  also  regularly  provide  briefing  and  technical  advice  to  members  of  Congress  and  their  staff.   In 
addition,  the  Commission  works  with  the  Health  Care  Financing  Administration  and  a  number  of 
private  sector  groups  concerning  Medicare  payment  for  facility  services  and  related  areas. 

As  PPS  has  evolved,  ProPAC  has  examined  a  number  of  important  policy  issues  and  recommended 
improvements.  At  the  direction  of  Congress,  ProPAC  has  gradually  expanded  its  responsibilities  to 
include  payment  policy  for  excluded  facilities;  hospital  outpatient  services;  and  more  recently 
prospective  payment  for  home  health,  skilled  nursing  facility,  end-stage  renal  disease  dialysis  services 
and  other  free-standing  facility  services.  The  Commission's  responsibilities  also  include  Medicaid 
hospital  payment  policies  as  well  as  issues  related  to  health  care  reform.  ProPAC  has  and  will 
continue  to  bring  to  the  attention  of  Congress  problems  that  could  compromise  the  effective  delivery 
of  high  quality  care  to  Medicare  beneficiaries. 

During  1993,  the  Commission  met  six  times  to  develop  and  approve  its  reports  and  recommendations 
to  Congress.  The  agenda  for  each  of  the  meetings  is  briefly  described  in  the  following  chart 
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Commission  Meetings  In  1993 


1993  Date  and  Place 


Attendance       Major  Items 


January  14-15, 1993 

Madison  Hotel 
Washington,  DC 


April  13-14, 1993 

Madison  Hotel 
Washington,  DC 


May  18-19, 1993 

Hyatt  Regency  Hotel 
Reston,  VA 


June  15-16, 1993 

Madison  Hotel 
Washington,  DC 


October  26-27, 1993 
Madison  Hotel 
Washington,  DC 


1/14  -  14  Review  of  analysis  of  alternative  hospital  wage  indexes 

1/15  -  13  based  on  hospital-specific  labor  market  definitions. 

Discussion  of  outlier  payment  policy  for  inclusion  in 
March  report  Discussion  and  approval  of  PPS 
operating  and  capital  update  factors  for 
recommendations  in  March  report  to  Congress. 

4/13  -  14  Panel  presentations  and  discussions  on  global 

4/14  -  13  budgeting.   Discussion  and  review  of  graduate  medical 

education  policy.   Approval  of  Medicare  and  the 
American  Health  Care  System,  report  to  Congress. 

5/ 18  -  14  Discussion  of  Commission's  Rules  of  Procedure, 

5/19  -  13  policies,  subcommittee  structure  and  assignments. 

Discussion  of  ProPAC's  analytic  agenda  for  1993-94. 

Broad  discussions  on  health  care  reform  including 

Global  Budgeting  report  to  Congress. 

6/15  -  15  Reviewed  and  approved  comments  regarding  HCFA's 

6/16  -  14  proposed  rule  of  May  26,  1993  to  be  sent  to  the  HCFA 

Administrator.  Panel  discussion  on  Kaiser 
Commission  report  on  Future  of  Medicaid.  Reviewed 
further  results  of  hospital  labor  market  areas.   Approval 
of  report  to  Congress  on  Global  Budgeting. 

10/26  -  16        Two  panel  discussions  focusing  on  Medicare  managed 
10/27  -  13        care  and  quality  of  care.  Reviewed  draft  of  Medicaid 
disproportionate  share  report  to  Congress.  Reviewed 
staff  work  on  last  months  of  life.  Discussed  proposed 
project  to  measure  per  capita  expenditures  on  a  state 
level  basis. 


December  14-15,  1993  12/14  -  13 

Madison  Hotel  12/15  - 13 

Washington,  DC 


Reviewed  and  approved  report  and  recommendations  to 
Congress  on  Medicaid  disproportionate  share 
adjustments.  Discussions  on  impact  of  health  care 
reform  under  various  scenarios.  Reviewed  draft  of 
Chapter  1  of  March  report  to  Congress  and  possible 
recommendations. 
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JUSTIFICATION  OF  BUDGET  PROPOSAL 

For  fiscal  year  1995,  the  Commission  is  requesting  an  appropriation  of  $4,667,000.  This  increase  over 
fiscal  year  1994  covers  the  added  costs  due  to  inflation  and  will  allow  us  to  maintain  our  current  level 
of  staffing  and  support 

In  recent  years.  Congress  has  substantially  expanded  the  scope  of  our  responsibilities  and  the  number 
of  reports  we  are  required  to  submit  Consequently,  we  have  had  to  acquire  new  data  sources  and 
learn  how  to  effectively  use  new  data  files.  To  respond  effectively  and  efficiently  to  the  needs  of 
Congress,  we  have  hired  staff  with  knowledge  and  experience  in  these  new  policy  areas.  We  have 
also  continued  to  maximize  our  use  of  computerized  database  management  and  graphics  capabilities  to 
facilitate  the  production  of  our  reports.  Our  broad  responsibilities  and  the  technical  complexity  of  our 
work  presented  new  challenges  to  ensure  that  the  members  of  the  Commission  were  fully  informed 
regarding  the  work  of  the  staff.  This  led  us  to  periodically  convene  telephone  conference  calls  with 
small  groups  of  Commissioners  to  review  staff  work  and  provide  advice  on  technical  issues. 

Administration  and  Management 

This  category  includes  funding  necessary  for  payment  of  Commissioners  for  travel  and  time  spent  on 
Commission  business;  for  salary  and  benefits  for  an  Executive  Director  and  staff  of  not  more  than  25 
full-time  equivalent  personnel;  for  facilities,  supplies,  equipment  and  travel  of  that  staff;  for 
communications  with  the  public,  including  maintenance  of  mailing  lists,  publication  of  reports, 
expenses  required  by  the  open  meetings  of  the  Commission,  and  for  other  administrative  expenses 
associated  with  facilitating  the  work  of  the  Commission.  In  addition,  computer  services  required  to 
conduct  ProPAC  staff  analyses  fall  into  this  category.  The  General  Services  Administration  (GSA), 
under  contract  to  ProPAC,  provides  personnel,  payroll,  and  accounting  services.  GSA  also  arranges  on 
our  behalf  for  office  space,  telecommunication  services,  and  travel  services  at  government  contract 
rates.  Our  computer  services  are  obtained  from  the  House  Information  Systems  of  the  U.S.  Congress. 

We  are  requesting  an  Increase  of  $167,000  in  this  category  to  reflect  cost  increases  due  to  inflation. 
The  expanded  scope  of  our  responsibilities,  using  new  databases,  led  to  an  increase  in  spending  in 
fiscal  year  1993  for  mainframe  computer  services,  from  a  projected  level  of  about  $400,000  to  an 
actual  level  of  $685,000.  We  anticipate  that  this  higher  level  of  spending  for  computer  services  will 
continue  and  have  reduced  our  extramural  research  spending  to  stay  within  our  1994  appropriation. 
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During  1993,  we  also  cancelled  one  Commission  meeting  resulting  in  less  than  projected  spending  for 
Commission  salaries,  travel,  and  commercial  contracts  for  meeting  room  space  and  transcripts.   Our 
1994  plan  calls  for  a  return  to  seven  Commission  meetings  as  well  as  the  higher  level  of  mainframe 
computer  costs.  We,  therefore,  plan  to  continue  with  the  reduced  level  of  extramural  research  projects. 
We  also  increased  most  staff  salaries  by  the  amount  of  the  locality  pay  adjustment,  but  did  not 
generally  give  merit  pay  or  step  increases  during  fiscal  year  1993  or  to  date  in  fiscal  year  1994. 

Data  Development,  Analysis,  and  Research 

This  category  represents  that  portion  of  the  proposed  budget  expended  through  grants  and  contracts 
with  outside  organizations  and  individuals  to  provide  a  detailed  quantitative  information  base  for 
Commissioners  to  use  in  formulation  of  recommendations  and  reports.   A  significant  portion  of  these 
funds  is  expended  in  areas  which  focus  upon  the  impact  of  PPS  on  the  American  health  care  system  in 
general  and  the  Medicare  program  and  its  beneficiaries  in  particular. 

A  detailed  listing  of  our  extramural  data  development  and  research  projects  completed,  ongoing,  or 
planned  for  fiscal  years  1992,  1993,  and  1994  is  included  as  Appendix  A. 

Our  extramural  research  funding  is  also  used  to  obtain  programming  support  for  our  mainframe 
computer  analyses.  In  fiscal  year  1993  we  spent  over  $500,000  on  software  development  for  these 
analyses.  We  expect  that  our  mainframe  computer  programming  needs  will  require  half  of  our 
extramural  research  funding  in  fiscal  years  1994  and  1995.  Other  major  research  projects  include  an 
examination  of  how  hospital  influence  their  physicians  to  provide  cost-effective  inpatient  care.  We 
also  updated  our  annual  examination  of  changes  in  Medicare  costs  due  to  scientific  and  technologic 
advances,  continued  our  analysis  of  hospital  uncompensated  care  costs,  indigent  care  costs,  and  cost 
shifting,  including  an  analysis  of  private  insurer  payment  to  cost  ratios. 

Other  projects  described  in  Appendix  A  have  or  will  provide  additional  valuable  information  to  the 
Commission  in  developing  its  reports  and  recommendations  to  Congress. 

The  Commission's  data  development  and  research  funds  are  intended  to  provide  practical,  policy- 
related  information.  Projects  currently  under  way  or  planned  for  the  remainder  of  fiscal  year  1994  will 
provide  information  for  the  Commission's  reports  this  year  and  early  next  year.  Each  Spring  the 
Commission  sets  the  research  priorities  for  the  following  year  based  on  congressionally  required 
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reports  and  ProPAC's  assessment  of  research  needs.  Consequently,  the  Commission  has  not  yet 
identified  specific  projects  to  be  funded  with  the  fiscal  year  1995  appropriation.  We  anticipate, 
however,  that  software  development  for  the  mainframe  computer  will  use  at  least  half  of  our  requested 
research  support  for  fiscal  year  1995. 


Commission  Members,  Terms,  Professional  Affiliations,  and  Fiscal  Year  1993  Compensation 

Member/Affiliation 

Three  Year  Term 
(April  1"-March  31"  Each  Year) 
Appointed                   Expiration 

FY  1993 
Compensation 

Stuart  H.  Altman,  Ph.D.*  1984  1996  $12,016 

Dean,  Heller  Graduate  School 
Brandeis  University 

Richard  A.  Berman**  1989  1995  7.493 

President  and  CEO 
Howe-Lewis  International 

James  D.  Bernstein**  1990  1996  5.365 

North  Carolina  Foundation  for 
Alternative  Health  Programs 

Clay  D.  Edmands  1992  1995  6.370 

President 

Asbury-Salina  Regional  Medical  Center 

William  D.  Fullerton**  1987  1993  3,689 

(Retired)  President 
Health  Policy  Alternatives; 
Deputy  Director,  HCFA 

William  S.  Hoffman,  Ph.D.**  1989  1995         Does  not  accept 

Director,  Social  Security  Department  compensation 

International  Union,  UAW 

Clark  Kerr  1991  1994  7,691 

Vice  President,  Government  Relations 
Bank  of  America 

James  R.  Kimmey,  M.D.  1991  1994  6,036 

Dean,  School  of  Public  Health 
St  Louis  University 
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Commission  Members,  Terms,  Professional  Affiliations,  and  Fiscal  Year  1993 
Compensation  (Continued) 


Member/Affiliation 


Three  Year  Term 
(April  l'-March  31"  Each  Year)  FY  1992 

Appointed  Expiration  Compensation 


David  A.  Kindig,  M.D.,  Ph.D. 
Professor  of  Preventive  Medicine 
University  of  Wisconsin  -  Madison 
Programs  in  Health  Management 

Judith  R.  Lave,  Ph.D. 

Professor  of  Health  Economics  and 

Co-Director,  Center  for  Research  on 

HealthCare 
Graduate  School  of  Public  Health 
University  of  Pittsburgh 

Larry  L.  Mathis** 

President  and  CEO 

The  Methodist  Hospital  System 


Elliott  C.  Roberts,  Sr.** 
Chief  Executive  Officer 
Medical  Center  of  Louisiana 
at  New  Orleans 

J.  Michael  Sadaj,  M.D.** 
Rocky  Mountain  Clinic 

Leonard  Schaeffer** 

President  and  Chairman  of  the  Board 

Blue  Cross  of  California 

J.B.  Silvers,  Ph.D.*» 

Co-Director 

Health  Systems  Management  Center 

Case  Western  Reserve  University 


1991 


1993 


1994 


5,307 


1994  779 

(appointed  to  unexpired 
term  of  Bruce  Vladeck) 


1989 


1995 


1989 


1990 


1987 


1988 


1995 


1996 


1993 


1994 


4.645 


Robert  J.  Myers 

1993 

1996 

3,282 

Donald  R.  Oder** 
Senior  Vice  President  and  COO 
Rush-Presbyterian-SL  Luke's 
Medical  Center 

1990 

1996 

5,201 

3,727 


8,249 


No  salary 
claimed 


7,910 
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Commission  Members,  Terms,  Professional  Affiliations,  and  Fiscal  Year  1993 
Compensation  (Continued) 


Member/Affiliation 


Three  Year  Term 
(April  1"-March  31"  Each  Year)  FY  1992 

Appointed  Expiration  Compensation 


Roxane  B.  Spitzer-Lehmann,  R.N. 
Chief  Operating  Officer  & 
Executive  Vice  President 
Hospital  of  Good  Samaritan 


1992 


1995 


6,060 


Bruce  C.  Vladeck.  Ph.D.** 

President 

United  Hospital  Fund  of  New  York 

Jae  L.  Wittlich 
Senior  Vice  President  and 
Chief  Operating  Officer 
Group  Benefits  Department 
CNA  Insurance  Companies 


1988 


1993 


1993 
(resigned) 


1996 


3,070 


4,005 


*    Members  were  appointed  for  four  terms. 
**  Members  were  appointed  for  two  terms. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Estimates  for  Consulting  Services 


Fiscal  Year  Appropriation 

1993  Actual  0 

1994  Plan  0 

1995  Request  0 


The  Prospective  Payment  Assessment  Commission  is  not  requesting  funding  for  consultant  services  for 
fiscal  year  1995.  The  need  for  consulting  services  diminished  as  ProPAC  developed  staff  expertise 
and  research  capabilities.  Where  special  expertise  is  required,  the  Commission  contracts  for 
background  papers  and  analyses  or  undertakes  studies  using  its  extramural  data  development,  analysis, 
and  research  authority.  The  Commission  also  periodically  invites  panels  of  experts  to  present  their 
views  at  Commission  meetings.  The  Commission's  estimates  for  related  services  is  described  in  the 
next  section. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Estimates  for  Related  Services 


Other 
Fiscal  Year  GSA  Contracts 

1993  Actual  $49,000  $   86,000 

1994  Plan  58.000  118.000 

1995  Request  60,000  121.000 


This  category  includes  funds  for  a  contract  with  the  General  Services  Administration  (GSA)  for  certain 
administrative  functions,  including:  accounting,  personnel  and  payroll,  budget,  facility  and  supply 
management  and  procurement,  etc.  It  is  much  more  efficient  and  effective  to  use  the  GSA 
organization,  which  has  been  established  to  provide  services  to  small  Federal  agencies,  boards,  and 
task  forces,  than  to  attempt  to  establish  this  expertise  within  the  ProPAC  staff. 

Other  funds  in  this  category  are  used  for  contract  services  in  a  number  of  other  areas.  These  include: 
providing  large  public  meeting  rooms  for  Commission  meetings;  obtaining  transcripts  of  meetings; 
editorial  and  other  services  related  to  preparation  and  publication  of  reports;  training  for  staff  in 
various  areas,  particularly  to  improve  writing  and  presentation  skills,  and  the  use  of  computers  and 
special  computer  software  products  necessary  to  ProPAC  s  work;  contracting  with  experts  to  prepare 
background  papers  or  to  appear  at  Commission  and  Subcommittee  meetings;  and  technical  panels  for 
the  purpose  of  making  reports  or  presentations  on  issues  of  importance  to  the  Commission. 
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Appendix  A 
Research  Agenda  and  Plans 
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ProPAC's  Extramural  Research  Projects 
Attachments  A-C 
Table  of  Contents 

Fiscal  Year  Sconcing  Comparison,  1992-1004 


Attachment  A  •  Fiscal  Yaar  1992 

Maaauramant  of  Road-Mae  and  Air-Ma  Oiatanoaa  Between  U.S.  Hospitals 

Quality  Aaauranca  in  Non-PPS  Settings , 

Evaluation  of  Alternative  Capital  Prica  Indeos  for  Hospitals 

Survey  of  the  Roto  of  Rural  Hospitals  in  Stata  Rural  Health  Program* 

Analytic  Support  and  Data  Collection  for  Homa  Health  Cara  Agancy  Analyaaa 

Exploring  Growth  of  Hoapital  Outpatient  Surgariaa 2 

Estimating  Changes  in  Medicare  Costs  from  Scientific  and  Technological  Advance* 2 

Within  ORG  Caaa-Complanty  Change,  1090  2 

Assistanca  with  ProPACs  Review  of  the  HR  3626  Proposal  for 

Optional  Payment  rats*  Based  on  Mecfcare's  Methods 2 

Assistanca  with  ProPACs  Review  of  the  HR  3826  Proposal  for 

Optional  Payment  rates  Based  on  Mecfcare's  Methods 2 

Update  of  Medkxud  Payment  Policy  Paper 2 

WHhin  DRG  Caee-Complexrty  Change,  1991   2 

Identifying  Changes  in  the  Factors  of  Production  for  Dialysis  Services 3 

Estimating  Changes  in  Medicare  Coats  from  Scientific  and  Technological  Advances 3 

Computer  Support  Services 3 

Data  Acquisition 3 

Technical  Advisory  Support 3 

Attachmant  B  •  Fiscal  Yaar  1993 

Maaauramant  of  Road-Mae  and  Air-Mile  Distances  Between  U.S.  Hosprtato 1 

Survay  of  Hospital-Physician  Relations    i 

E  strrnaing  Changee  in  Medicare  Coats  from  Sdentjftc  and  Technological  Advance* 1 

State  Regulation*  and  Pofciee  that  Affect  the  Provision  of  Post-Aorta  Care 1 

Analysis  of  (he  Effect  or  the  Economic  StacAzation  Program 2 

Beneficiary  Access  to  Ambulatory  Service*    2 

Quality-Oriented  Regulatory  Requirements  for  Non-PPS  Facareee 2 

Conference  on  'Measuring  and  Managing  Quafty  in  tie  ESRO  Treatment  Setting* 2 

Analysis  of  Hoapital  Uncompen*ated  Care  Costs,  Indgent  Costs,  ard  Cost- Shifting 2 

Analysis  of  Employer  Payment-to-Cost  Ratios  for  Inpatient  and  Outpaben*  Services 

1001  Payment-to-Cost  Ratios  for  Uncompensated  Cara,  Medicare,  Medcard.  and  Private  Payer* 

Computer  Support  Service* 


Technical  Advisory  Support 
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Attachment  C  -  Fiscal  Yaar  1994 

Survey  of  Hospital-Phyaician  Halations    1 

Estimating  Changes  in  Medicare  Costa  from  Scientific  and  Technological  Advances 1 

Within  DRQ  Case-Complexity  Change,  1992   1 

Non-Patient  Revenues   1 

Computer  Support  Services  and  Data  Acquisition 2 

Tachnical  Advisory  Support 2 


185 
Fiscal  Year  Spending  Comparison,  1992-1994 


Fiscal  Year 


Contract  Type  1992  1993  1994* 

Major  Research  Projects  $    137,359.00        $    520,604.00 

Task  Order  Contracts  217,822.11  118,093.28 

Small-Scale  Projects  368,075.11  50,400.00  $    48,292.00 

Computer  Support  Services  351,889.00  512,185.00  160,000.00 

Data  Acquisition  52,353.95  2,402.50 

Technical  Advisory  Support  4,030.00  8,685.00  1 1 ,076.29 

Total  1,131,529.07            1,212,369.78  219,368.29 
'Spending  from  10/1/93  through  1/25/94. 
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ATTACHMENT  A 

EXTRAMURAL  RESEARCH  PROJECTS 

FISCAL  YEAR  1992 


I.  RESEARCH  PROJECTS 

Measurement  of  Road-Mile  and  AJr-Mla  Diatancaa  Between  U.S.  HoapHala 

This  contract  provided  ProPAC  with  data  necessary  to  develop  alternative  approaches  tor  hospital 
labor  markets  for  use  with  the  PPS  area  wage  index.  There  ware  three  main  tasks  for  this  project 
1)  Identify  the  location  of  all  U.S.  hospitals  on  road  maps;  2)  For  each  hospital,  calculate  the  road  and 
air  mle  distance  to  the  10  nearest  hospitals,  or  to  al  hospitals  within  20  air  miles,  whichever  includes 
more  hospitals;  and  3)  Create  a  computer  file  of  collected  distance  data.   Data  on  distances  between 
hospitals  wil  be  used  to  identify  hospitals  that  are  potential  labor  market  competitors.   In  addition,  the 
data  will  be  merged  with  1968  HCFA  wage  survey  data  to  teat  alternative  constructions  of  the  hospital 
area  wags  index. 

II.  TASK  ORDER  CONTRACTS 

Research  Support  Services 

The  Commission  continued  to  use  task  order  contracts  to  complete  short-term  technical  analyses. 
Topics  for  the  task  orders  were  determined  as  the  Commission  developed  its  analytic  agenda.  In 
addition,  research  topics  (described  above)  that  were  not  chosen  as  major  projects  were  completed 
on  a  smaller  scale  using  ProPAC s  task  order  Contractor. 

Quality  Assurance  In  Non-PPS  Settings 

Continuation  of  project,  second  year  funding. 

Evaluation  of  Alternative  Capital  Price  Indices  for  Hospitals 

This  task  order  provides  information  describing  and  evaluating  price  indices  for  both  the  plant  and 
equipment  components  of  hospital  capital  costs.  The  contractor  developed  criteria,  evaluated  each 
alternative  index  against  these  criteria,  and  collected  index  data  for  a  period  of  up  to  twenty  years  tor 
several  of  the  leading  candidates.  The  index  data  was  used  for  two  components  of  the  capital  update 
model  that  is  under  development  the  capital  market  basket  and  the  capital  productivity  analysis. 

Survey  of  the  Role  of  Rural  Hospitals  in  Stale  Rural  Health  Programs 

This  project  provided  information  and  ideas  used  by  the  states  on  the  role  of  the  rural  hospital  and  on 
how  that  role  can  be  improved.  The  Contractor  presented  a  description  of  state  programs  that  have 
modffied  the  structure,  size,  or  services  offered  by  rural  hospitals  to  better  provide  access  to  health 
care  for  local  residents.  The  state  proposals  varied  depending  on  the  characteristics  of  the 
environment  and  nearby  facilities.  The  state  programs  were  described  and  assessed  by  the 
Contractor.  Interviews  were  conducted  with  representatives  of  about  15  programs.  The  programs 
were  analyzed  by  the  Contractor  in  terms  of  the  incentives  created  by  the  program  design,  and 
whether  the  programs  could  be  implemented  in  other  areas. 

Analytic  Support  and  Data  Collection  tor  Home  Health  Care  Agency  Analyses 

This  task  order   1)  provided  an  overview  ol  research  pertaining  to  home  health  agency  (HHA)  costs, 
patient  characteristics,  and  service  use;  2)  assisted  in  the  development  of  a  measure  of  HHA  supply; 
and  3)  developed  an  analytic  framework  to  assess  the  impact  of  state  regulations  and  policies  on 
Meokare  home  health  care  agency  delivery  and  expenditures    This  information  was  needed  for 
ProPAC  to  analyze  the  Secretary's  report  on  Medicare's  home  health  agency  payment  policy. 


DOT/Volpe  National 
Transportation  Systems 
Center 

Completed 


Abt  Associates  Inc. 


Completed 


Completed 


Completed 


Completed 
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Exploring  Growth  of  Hospital  Outpatient  Surgeries 

This  project  consisted  of  ■  series  of  case  studies  that  identified  and  assessed  the  factors  contributing 
to  the  increase  in  hospital  outpatient  surgeries.   For  a  select  number  of  outpatient  surgeries,  factors 
contributing  to  growth  were  examined,  such  as  technological  development  changes  In  practice 
patterns,  diffusion  of  technology,  changes  in  reimbursement  practices,  and  changes  in  staffing 
patterns. 

III.   SMALL-SCALE  PROJECTS 


Completed 


The  Commission  awarded  smaller-scale  contracts  to  support  its  PPS-reiated  analyses.  The  projects 
were  short  term  empirical  and  background  studies  with  very  specific  objectives.  The  use  of  smaller- 
scale  projects  allows  ProPAC  to  make  the  best  use  of  experts  that  possess  unique  knowledge,  skills, 
or  data.  The  topics  studied,  like  the  task  orders,  were  based  on  the  Commission's  analytic  agenda 
and  the  decisions  for  major  research. 

Estimating  Changes  in  Medkiare  Costs  from  Scientific  and  Technological  Advances 

Second  year  funding,  continuation  of  study. 

Within  DRG  Case-Comploxitv  Change,  1990 

The  study  performed  under  this  contract  is  an  update  of  analyses  previously  performed  by  the 
Contractor  for  ProPAC.  Changes  in  the  costliness  of  patients  within  DRGs  were  measured  and 
analyzed  using  the  Disease  Staging  patient  classification  system.  This  study  provided  information  for 
setting  the  case  mix  change  component  of  the  Commission's  update  recommendation  and 
understanding  the  pattern  of  case  complexity  changes  across  hospital  groups. 

Assistance  with  ProPACs  Review  of  the  HR  3626  Proposal  for  Optional  Payment  Rates  Based  on 
Medicare's  Methods 

This  contract  provided  technical  input  into  ProPACs  analysis  of  HR.  3626,  especially  in  the  area  of 
payment  system  design  end  impact 

Assistance  with  ProPACs  Review  of  the  HR  3626  Proposal  for  Optional  Payment  Rates  Based  on 
Modfoare'a  Methods  

This  contract  provided  technical  input  into  ProPACs  analysis  of  H.R.  3626,  especially  in  the  area  of 
claims  processing  and  bifng. 

Update  of  Medfoaid  Payment  Policy  Paper 

The  paper  provided  detaled  information  on  state  Medicaid  nursing  facility  payment  methods  and 
rates.  The  data  plus  relevant  research  on  nursing  home  costs  was  used  to  generate  hypotheses  on 
the  relationship  between  Medicaid  payment  policies  and  Medicare  stated  nursing  facility  costs  and 
access  to  services. 


Project  HOPE 
Completed 
SysteMetrics,  Inc. 
Completed 


Hal  Cohen,  Inc. 
Completed 


Blue  Cross  Blue  Shield 
Association 


Completed 

Jodi  Korb 
Completed 


Within  ORG  Case-Complexity  Change,  1991 

This  project  investigated  within  ORG  ca»<omplexrty  change,  ft  was  a  replication  of  earlier  studies 
by  the  Contractor.  It  provided  information  to  be  used  in  developing  Die  case-mix  change  component 
of  ProPACs  annual  PPS  update  recommendation.    The  Contractor,  as  in  past  years,  developed  an 
estimate  of  within  ORG  case-complexity  change  and  analyzed  distributional  differences  in  case-mix 
change  across  hospital  groups.  The  erne  series  analysis  covered  fiscal  years  1980  through  1991. 
The  Contractor  used  the  same  methodology  as  in  previous  years,  suggesting  refinements  where 
appropriate.  As  in  test  year's  analysis,  cases  were  classified  wMhin-ORGs  using  disease  staging  only. 


SysteMetrics,  Inc. 
Completed 
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Identifying  Changes  in  the  Factors  of  Production  tor  Dialysis  Services 

This  project  idantHlad  how  Via  factors  of  production  tor  hemodialysis  and  paritonaal  dialysis  services 
hove  changed  over  time  and  estimated  the  effects  of  thasa  changes  on  the  cost  of  providing  dialysis 
services.  This  information  was  usad  to  support  the  ProPACs  recommendation  to  update  Medicare's 
composite  rate  for  dialysis  payments  in  fiscal  year  1994. 

Estimating  Changes  in  Medicare  Costs  from  Scientific  and  Technological  Advances 

The  Contractor  collected  and  updated  information  on  the  impact  of  technological  advances  on 
hospitals  and  renal  cSarysis  providers.  The  first  purpose  of  this  information  provided  support  for 
ProPACs  fiscal  year  (FY)  1994  Scientific  and  Technological  Advancement  allowances  for  inpatient 
operating  costs  (S&TA-O)  for  PPS  hospitals  and  PPS-ex eluded  facilities.  The  second  purpose 
provided  background  information  on  the  incremental  inpatient  capital  costs  incurred  by  PPS  hospitals 
due  to  the  adoption  of  new  technologies.  This  Information  was  the  basis  for  a  Scientific  and 
Technological  Advancement  allowance  for  inpatient  capital  costs  (S&TA-C).  The  third  purpose 
provided  support  to  ProPACs  FY  1994  Scientific  and  Technological  Advancement  allowance  for  end- 
stage  renal  dalysis  providers  (SATA-E). 

IV.  COMPUTER  SUPPORT  SERVICES 

The  Commission  continued  to  contract  for  computer  programming  services  necessary  to  support  its 
intramural  research. 

V.  DATA  ACQUISITION 

The  Commission  continued  to  purchase  necessary  data  to  support  its  intramural  research. 
Data  purchases  included  the  following: 

1991  National  Hospital  Panel  Survey  Report  (printed  version) 


SAS 

1990  Hospital  Payment  Reports,  Match  Rate  and  Date  Volume  Report,  and  Percentile  and  Decile 
Reports  for  2- Year  Period,  Distribution  of  Total  Payments  Across  Centites  and  Deciles  with 
Calculation  of  Payment-to-Cost  Ratios  Weighted  by  Each  Data  Contributor,  Reported  for  Inpatient, 
Outpatient  and  Total  Experience 

Data  Tape  with  Hospital  Latitude  and  Longitude  Coordinates 

Addition  of  Medicare  &  AHA  ID  Numbers  to  Hospital  Latitude  and  Longitude  Data  File  from  Urban 
Decision  Systems 

Data  on  Tax-Exempt  Financing 

VI.       TECHNICAL  ADVISORY  SUPPORT 

The  Commission  continued  to  seek  the  advice  of  technical  experts  in  tile  field  regarding  PPS  issues. 
ProPAC  contracted  with  Michael  Bishop,  Thomas  Wilson,  and  Steven  Upstein  to  serve  as  panel 
participants  on  Ambulatory  Care  Sen/ices  at  the  September  16,  1992  Commission  Meeting. 


Project  HOPE 
Completed 

Project  HOPE 
Completed 


ARC  Professional 
Services  Group 

Completed 


American  Hospital 
Association 

SAS  Institute,  Inc. 

MEDSTAT  Systems,  Inc. 


Urban  Decision  Systems 
SM6  Marketing  Group 

Securities  Data  Company 
Completed 
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ATTACHMENT  B 

EXTRAMURAL  RESEARCH  PROJECTS 

FISCAL  YEAR  1993 


L   RESEARCH  PROJECTS 

Measurement  of  fload  MJs  aid  Ak-Mto  DWmcm  Wttmm  U.3. 
Continuation  of  project,  Moond  year  funding. 


DOTA/ofoe  National 
Transportation  System* 
Cantor 

Comptotod 


Survay  of  HospttoJ  Phyetelan  Relatione 

Thi»  project  will  axamina  the  nature  and  degree  of  influence  that  hospital*  have  over  physician 
behavior  in  providing  cost-effective  inpatient  cam.   The  Contractor  wil  conduct  a  survay  of  • 
representative  sample  of  United  States  hospitals.   The  survay  wD  be  designed  to  investigate 
strategies  employed  by  hospitals  to  influence  physicians  to  improve  the  hospital's  financial 
performance.   The  project  will  also  determine  if  the  nature  of  the  hospital-physician  relationship  differs 
by  hospital  group,  such  as  for  major  teaching  hospitals,  rural  hospitals,  or  hospitals  with  a  large  share 
of  tow-Income  patients.   ProPAC  will  than  use  this  information  to  compare  the  stratacjes  employed  by 
each  hospital  with  actual  financial  performance  of  that  hospital. 

Estimating  Changes  In  Medicare  Costa  from  Scientific  and  Technological  Advance* 

This  project  is  intended  to  collect  and  update  information  on  lha  impact  of  technological  advances  on 
hospitals  and  renal  dialysis  providers    The  first  purpose  of  this  information  is  to  provide  support  for 
ProPACs  fiscal  year  (FY)  1995  Scientific  and  Technological  Advancement  allowances  for  inpatient 
operating  costs  (S4TA-0)  for  PPS  hospitals  and  PPS-axduded  facSities.   The  second  purpose  is  to 
provide  background  information  on  the  incremental  inpatient  capital  costs  incurred  by  PPS  hospitals 
due  to  the  adoption  of  new  technologies.  This  information  would  be  the  basis  for  a  Scientific  and 
Technological  Advancement  allowance  for  inpatient  capital  costs  (S&TA-C).   The  third  purpose  is  to 
provide  support  to  ProPACs  FY  1995  Scientific  and  Technological  Advancement  alowanos  for  end- 
stage  renal  dialysis  providers  (S4TA-E). 


MACRO  International,  Inc. 
Ongoing 


Abt  Associates,  foe 
Ongoing 


II.    TASK  ORDER  CONTRACTS 

rtsasauh  Support  Services 

The  Commission  continued  to  use  task  order  contracts  to  complete  short-torn)  technical  analyses. 
Topics  for  the  task  orders  wars  determined  as  the  Commission  developed  its  analytic  agenda.  In 
addition,  research  topics  (described  above)  that  ware  not  chosen  as  major  projects  were  completed 
on  a  smaler  scale  using  ProPACs  task  order  Contractor. 


Abt  Associates,  Inc. 


State  Regulations  and  Policies  that  Affect  the  Provision  of  Post-Acute  Cars 

This  task  order  collected  information  about  state  regulations  and  policies  that  affect  the  staffing 
requirements,  services  provided,  and  patient  mix  of  Medcare  certified  skilled  nursing  facflities  (SNFs) 
and  horns  health  agencies  (HHAs).  The  information  reflects  regulations  and  policies  that  existed  in 
1990.  This  information  was  used  to  describe  foe  extent  of  variation  in  regulations  and  policies  among 
states,  in  addrbon,  the  information  was  used  to  develop  explanatory  variables  for  models  that  explain 
geographic  variation  in  Medicare  costs  for  SNF  and  HHA  services,  as  we*  as  variation  in  utilization  of 
these  services  by  Medicare  beneficiaries 


Comptotod 
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Analysis  of  the  Effect  of  the  Economic  Stabilization  Program  Completed 

This  task  order  analyzed  tha  effect  of  the  Economic  Stabilization  Program  on  healthcare  cost*,  prices. 
and  expendiures. 

Beneficiary  Access  to  Ambulatory  Services  Completed 

This  task  order  drew  on  Abf  s  expertise  in  outpatient  payment  and  ambulatory  data  issues.  This 
expertise  was  used  in  developing  an  analysis  plan  tor  an  intramural  study  ProPAC  will  conduct  on 
beneficiary  liability  and  access  to  ambulatory  services. 

Quality-Oriented  Regulatory  Requirements  tor  Non-PPS  Facilities  Completed 

This  task  order  gathered  information  on  state  regulatory  requirements  and  voluntary  national 
accreditation  standards  tor  various  health  care  facilities,  whether  or  not  they  participate  in  the 
Medicare  program.  The  Contractor  documented  standards  that  differ  from  Medicare  requirements  or 
that  exist  where  Medicare  has  neither  certification  nor  other  requirements.    The  information  was  used 
to  describe  variation  across  states  in  regulations  and  policies  that  affect  quality  of  care  provided.  The 
Contractor  also  collected  information  on  state  Medicaid  reimbursement  methodologies  tor  home 
health  agencies.  This  material  was  used  in  the  preparation  of  a  report  to  Congress  on  home  health 
agencies  due  March  1,  1994. 

III.  SMALL-SCALE  PROJECTS 

The  Commission  awarded  smaller-scale  contracts  to  support  its  analyses.  These  projects  were  short 
term  empirical  and  background  studies  with  very  specific  objectives.  The  use  of  smaller-scale 
projects  allows  ProPAC  to  make  the  best  use  of  experts  that  possess  unique  knowledge,  skills,  or 
data.  The  topics  studied,  like  the  task  orders,  were  determined  from  the  Commission's  analytic 
agenda  and  the  decisions  for  major  research. 

Conference  on  'Measuring  and  Managing  Quality  in  the  ESRD  Treatment  Setting*  Institute  of  Medicine 

The  Commission  contributed  funds  to  the  Institute  of  Medicine  to  conduct  a  20-month  project  to  Completed 

organize  a  conference  on  'Measuring  and  Managing  Quality  in  the  ESRD  Treatment  Setting,'  and  to 
publish  and  disseminate  a  conference  proceedings  monograph. 

Analysis  of  Hospital  Uncompensated  Care  Costs,  Indigent  Care  Costs,  and  Cost-Shifting  American  Hospital 

Association 
This  contract  covers  a  three-task  ProPAC  project  The  first  task  of  the  contract  is  the  development  of 
a  LOTUS  file  of  hospital  costs,  payments,  and  charges  by  revenue  source  and  hospital  group.  It  Completed 

includes  a  series  of  aggregate  sums  for  a  set  of  hospital  groups  tor  each  year  from  1980  to  1991 . 
The  second  task  is  the  creation  of  distributions  involving  payments  and  charges  by  sources  of 
revenue.  The  third  task  is  a  comprehensive  analysis  of  cost-shifting  tor  community  hospitals.  This 
project  wil  use  the  American  Hospital  Association  (AHA)  Annual  Survey  data  from  1980  through  1991 
for  task  one,  and  1991  Annual  Survey  data  tor  tasks  two  and  three. 
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Analysis  of  Employer  Payment-to-Cosl  Ratios  for  Inpatient  and  Outpatient  Services 

This  analysis  provided  payment-to-cost  ratios  for  inpatient  and  outpatient  services  for  privately  insured 
persons.  The  Contractor  calculated  employer-weighted  payment-to-cost  ratios  using  ratios  of  cost-to- 
charges,  provided  by  ProPAC,  and  information  in  the  MarketScan  database.   The  Contractor  also 
created  cenble  and  decile  payment-to-cost  ratios  for  privately  insured  businesses  and  their 
employees.   The  Contractor  then  constructed  tables  thai  included  inpatient,  outpatient,  and  combined 
inpatient  and  outpatient  data  from  large  employer  groups.  This  information  was  used  by  the 
Commission  in  understanding  hospital  gains  and  losses  by  revenue  source,  and  on  cost-shifting  cf 
public  and  uncompensated  care  losses  to  private  payers 


Syste  Metrics/ 

A  MEDSTAT  Division 

Completed 


1991  Pavment-to-Cost  Ratios  for  Uncompensated  Care,  Medicare,  Medicaid,  and  Private  Payers 

The  Contractor  examined  issues  related  to  the  development  of  a  Prospective  Payment  System  for 
Outpatient  Services  and  prepared  a  paper  on  hospital  outpatient  services.  The  paper  describes  1991 
payment-to-cost  ratios  for  uncompensated  care,  Medicare,  Medcaid,  and  private  payers. 
Additionally,  the  paper  focuses  on  trends  in  Medicare  and  Medicaid  gains  versus  total  facility  costs  for 
different  hospital  groups. 


Kelley,  Dana 
Completed 


IV.  COMPUTER  SUPPORT  SERVICES 

The  Commission  continued  to  contract  for  computer  programming  services  necessary  to  support  its 
intramural  research. 


ARC  Professional 
Services  Group 

Completed 


V.  DATA  ACQUISITION 


The  Commission  continued  to  purchase  necessary  data  to  support  its  intramural  research.   Data 
acquisitions  were  as  follows: 

Database  containing  inpatient  and  outpatient  claims  of  privately  insured  workers. 

National  Hospital  Panel  Survey  Report/1993 

One  Year  Subscription  to  Services  Relating  to  Health  Care  Costs  Research 


MEDSTAT  Systems  Inc. 
AHA  Services,  Inc. 
DRI/McGraw-HiP 


VI. 


TECHNICAL  ADVISORY  SUPPORT 


The  Commission  continued  to  seek  the  advice  of  technical  experts  in  the  field  regarding  PPS  issues. 
The  Commission  contracted  with  Robert  Fetter  for  a  presentation  at  the  October  28,  1992 
Commission  meeting  on  International  Experience  with  DRGs   The  Commission  also  contracted  with 
Carol  Carter  and  Peter  Weil  to  serve  on  the  Technical  Evaluation  Panel  (TEP)  for  RFP  01-93- 
ProPAC,  Survey  of  Hospital-Physician  Relations  The  Commission  also  solicited  the  services  of 
Richard  Rettig  to  participate  on  the  TEP  for  RFP  03-93-ProPAC  Estimating  Increases  in  Medicare 
Costs  Due  to  Scientific  and  Technological  Advances   ProPAC  convened  a  panel  of  experts  on  Global 
Budgeting  at  the  April  Commission  meeting.   Panelists  contracted  to  participate  were  Bradford 
Kirkman-Liff,  and  Alan  Cohen.   Finally,  ProPAC  contracted  with  Joy  Grossman  who  made  a 
presentation  to  the  Commission  on  the  effects  of  hospital  entry  in  a  market  for  high  technology 
services. 


Completed 
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ATTACHMENT  C 

EXTRAMURAL  RESEARCH  PROJECTS 

FISCAL  YEAR  1994 


I.     RESEARCH  PROJECTS 


Survey  of  Hospital-Physician  Rotation* 
Continuation  of  project 


MACRO  International,  Inc. 
Ongoing 


Estimating  Changes  in  Medicare  Costs  from  Scientific  and  Technological  Advances 

Continuation  of  project 


Abt  Associates,  Inc. 
Ongoing 


II.    TASK  ORDER  CONTRACTS 

Research  Support  Services 

The  Commission  continues  to  use  task  order  contracts  to  complete  short-term  technical  analyses. 
Topics  for  the  task  orders  will  be  determined  as  the  Commission  develops  its  analytic  agenda.  In 
addition,  research  topics  that  are  not  chosen  as  major  projects  are  candidates  to  be  completed  on  a 
smaller  scale  using  ProPAC's  task  order  contracts. 


Project  HOPE 
Ongoing 


III.   SMALL-SCALE  PROJECTS 

The  Commission  will  award  smaller-scale  contracts  to  support  its  analyses.  The  projects  will  be  short 
term  empirical  and  background  studies  with  very  specific  objectives.  The  use  of  smaller-scale 
projects  allows  ProPAC  to  make  the  best  use  of  experts  that  possess  unique  knowledge,  skills,  or 
data.  The  topics  to  be  studied,  like  the  task  orders,  will  flow  from  the  Commission's  analytic  agenda 
and  the  decisions  for  major  research. 


Within  DRG  Case-Complexity  Change,  1992 

This  project  will  investigate  within  DRG  case-complexity  change.  It  is  a  replication  of  earlier  studies. 
It  will  provide  information  to  be  used  in  developing  the  case-mix  change  component  of  ProPACs 
annual  PPS  update  recommendation.  The  Contractor  will,  as  in  past  years,  develop  an  estimate  of 
within  DRG  case-complexity  change  and  analyze  distributional  differences  in  case-mix  change  across 
hospital  groups.  The  time  series  analysis  will  cover  fiscal  years  1989  through  1992.  The  Contractor 
will  use  the  same  methodology  as  in  previous  years,  suggesting  refinements  where  appropriate.  As 
in  previous  year's  analysis,  cases  will  be  classified  within-DRGs  using  disease  staging  only. 


Syste  Me  tries/ 

A  MEDSTAT  Division 

Ongoing 


Non-Patient  Revenues 

Hospital  total  margins  have  consistently  been  higher  than  patient  margins  because  of  income  not 
associated  with  patient  care.  This  project  would  survey  sources  of  hospital  income  other  than  patient 
care,  including  philanthropy,  investments,  grants,  and  business  ventures.  This  would  identify  the 
amount  of  non-patient  income  and  its  distribution  within,  broad  source  categories  by  type  of  hospital. 
It  could  also  include  in-depth  descriptive  analyses  of  particular  types  of  income  or  case  studies  of 
hospitals,  illustrating  how  they  generate  income. 


Under  Consideration 
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IV.  -  V.  COMPUTER  SUPPORT  SERVICES  AND  DATA  ACQUISITION 

The  Commission  continues  to  contract  for  computer  programming  services  and  to  purchase  the 
necessary  data  to  support  its  intramural  research. 


ARC  Professional 
Services  Group 

Ongoing 


VI. 


TECHNICAL  ADVISORY  SUPPORT 


The  Commission  continues  to  seek  the  advice  of  technical  experts  in  the  field  regarding  PPS  issues. 
ProPAC  convened  a  panel  of  experts  to  discuss  Case-Mix  Change  on  October  1,  1993.  The  panel 
participants  contracted  to  participate  included:  Lisa  lezzoni,  Grace  Carter,  Robert  Houchens,  and 
Richard  Averll.  Gregory  Pope's  services  were  contracted  to  present  information  to  ProPAC  on 
Hospital  Wage  Variation  on  October  19,  1993.   The  Commission,  also  contracted  with  John  Ninomiya, 
Randall  Brown,  and  Arlene  Ash  to  participate  in  a  panel  discussion  at  the  October  Commission 
meeting.  The  panelist  were  invited  to  offer  the  hospital  industry's  viewpoint  on  Medicare's  managed 
care  payment  policy.  Also  during  the  October  Commission  meeting,  a  panel  on  Quality  Assurance 
mechanisms  was  convened.   Panelists  contracted  to  participate  were  Patricia  Nazemetz,  Director  of 
Health  Benefits  for  the  Xerox  Corporation  and  New  York  State  Health  Commissioner  Mark  Chassin. 


Ongoing 
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Tuesday,  March  15,  1994. 
PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

WITNESSES 

JOHN  M.  EISENBERG,  M.D.,  CHAIRMAN 

PAUL  B.  GINSBURG,  PH.D.,  EXECUTP/E  DIRECTOR 

LAUREN  B.  LEROY,  PH.D.,  DEPUTY  DIRECTOR 

INTRODUCTION  OF  WITNESS 

Mr.  Smith  [presiding].  The  next  witness  is  John  Eisenberg,  the 
Chairman  of  the  Physician  Payment  Review  Commission.  Do  you 
have  a  statement? 

Opening  Statement 

Dr.  Eisenberg.  I  do. 

Good  morning,  Mr.  Chairman.  I  am  John  Eisenberg,  and  I  have 
been  the  Chairman  of  the  Physician  Payment  Review  Commission 
since  last  summer.  I  also  serve  as  Chairman  of  the  Department  of 
Medicine  and  Physician  in  Chief  at  Georgetown  University  Medical 
Center. 

As  you  know,  the  PPRC  was  established  in  1986  as  an  advisory 
body  to  the  Congress  with  regard  to  physician  payment  under  Med- 
icare, and  we  worked  closely  with  the  Congress  on  ways  of  reform- 
ing physician  payment,  culminating  in  the  Omnibus  Budget  Rec- 
onciliation Act  of  1989. 

Since  that  time,  our  responsibilities  have  been  expanded  to  in- 
clude monitoring  Medicare  beneficiary  access  and  financial  protec- 
tion of  Medicare  beneficiaries  and  also  advising  the  Congress  on 
ways  in  which  it  might  set  the  standards  for  expenditure  growth 
under  the  new  Medicare  fee  schedule  and  the  Medicare  volume  per- 
formance standards. 

A  year  after  1989,  1990,  the  Commission's  charge  was  expanded 
further  to  include  concerns  about  rising  national  health  expendi- 
tures and  barriers  to  access  for  the  Nation's  citizens,  particularly 
elderly  but  other  citizens  as  well. 

The  Commission  provides  a  series  of  reports  to  the  Congress,  one 
of  which — the  largest  of  which — is  our  annual  report  which  you  will 
receive  at  the  end  of  this  month.  And,  in  addition  to  that,  we  pro- 
vide several  other  reports,  including  three  reports  that  are  pre- 
sented every  May  on  the  Medicare  program.  One  of  those  is  an  up- 
date on  beneficiary  access  to  care,  one  is  on  financial  protection  of 
beneficiaries,  and  one  is  a  set  of  recommendations  on  how  the  Con- 
gress might  set  the  volume  performance  standards  and  conversion 
factors  for  the  Medicare  fee  schedule. 

We  also  submit  comments  on  the  President's  budget.  And  during 
the  past  year  we  had  two  reports,  as  requested  by  the  Congress, 
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one  on  expenditure  limits  and  how  they  might  be  enforced  through 
rate  setting  and  a  second  one  on  radiologists'  response  to  the 
change  in  their  fees. 

Our  work  plan  for  the  next  fiscal  year,  1995,  relates  to  the  issues 
that  we  have  dealt  with  before  in  Medicare  but  also  to  issues  relat- 
ed to  health  system  reform  and  Medicaid.  These  extend  many 
projects  that  we  currently  have  under  way. 

COMMISSION  WORK  PLAN 

Let  me  mention  some  of  the  ways  in  which  we  are  going  to  ap- 
proach those  problems. 

On  the  reform  issue,  we  are  focusing  on  the  development  of  re- 
form as  it  is  being  discussed  in  the  Congress  today  and  trying  to 
help  the  Congress  deal  with  the  various  proposals  that  have  been 
put  forth.  We  also  will,  if  reform  is  enacted,  help  the  Congress  to 
monitor  the  early  phases  of  implementation,  assessing  how  market 
mechanisms  and  spending  limits  can  be  used  effectively  to  contain 
health  care  costs. 

There  are  several  issues  that  the  Commission  will  be  helping  the 
Congress  deal  with:  how  the  insurance  market  can  be  improved — 
how  community  rating  and  risk  adjustment  can  be  used  to  improve 
the  insurance  market;  developments  in  managed  care;  and  quality 
assurance  systems  and  the  way  they  might  function  in  a  fee-for- 
service  system. 

In  addition  to  that,  we  believe  that  policies  to  foster  competition 
and  to  restrain  the  growth  in  health  care  costs  will  require  com- 
plementary initiatives.  Some  of  those  that  we  have  been  looking  at 
include  constraining  physician  supply,  defining  roles  for 
nonphysician  practitioners,  improving  the  situation  with  medical 
malpractice  reform,  technology  assessment,  outcomes  research  and 
practice  guidelines  and  also  a  lot  of  work  on  helping  the  Congress 
to  develop  ways  in  which  it  can  get  timely  data  on  the  utilization 
of  health  care  services  and  monitoring  system  performance. 

With  regard  to  monitoring  system  performance,  we  have  a  staff 
that  is  expert  in  using  claims  data  to  help  the  Congress  understand 
what  has  been  happening  with  service  utilization  in  Medicare.  We 
also  use  claims  data  acquired  from  private  payers  to  understand 
not  only  what  is  happening  in  the  government's  program  but  what 
is  happening  in  the  private  sector  as  well. 

And  so  we  will  report  to  the  Congress  based  on  this  information 
in  our  usual  reports  on  access  and  financial  protection  of  Medicare 
beneficiaries  in  the  coming  year.  And  we  will  prepare  our  annual 
report  on  the  Medicare  volume  performance  standards  and  rec- 
ommend how  the  Congress  might  set  fees  in  Medicare  to  respond 
to  the  ways  in  which  volume  and  costs  have  changed  in  the  Medi- 
care system. 

FISCAL  YEAR  1995  APPROPRIATION  REQUEST 

Our  appropriation  request  is  $4,176,121,  which  is  essentially  the 
same  as  the  Commission's  current  appropriation.  It  is  a  $5,000  in- 
crease or  a  0.1  percent  increase.  And  effectively,  therefore,  the 
budget  remains  the  same. 

Our  budget  for  this  fiscal  year  is  5.5  percent  below  that  for  the 
previous  fiscal  year.  So  it  basically  has  not  risen  for  three  years. 
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Funds  for  staffing  and  for  computer  services  will  continue  to 
comprise  the  largest  portion  of  our  budget.  And,  although  our 
workload  has  expanded,  I  am  pleased  to  report  that  the  staff,  who 
are  represented  by  Paul  Ginsburg,  the  Executive  Director,  and 
Lauren  LeRoy,  the  Deputy  Director  of  the  Commission's  staff,  have 
done  a  terrific  job  in  being  able  to  recruit  an  outstanding  group  of 
individuals  to  carry  out  the  necessary  analytic  work  and  to  advise 
the  Commission  and,  of  course,  the  Congress  in  the  areas  that  I 
have  described. 

I  am  very  pleased  that  the  staff  has  been  able  to  develop  ways 
of  using  computer  services  in  a  more  cost-effective  fashion,  and, 
therefore,  the  computer  element  in  our  budget  is  decreasing  by 
$200,000.  We  will  continue  to  look  for  ways  of  streamlining  our 
computer  operations  as  time  goes  on. 

In  addition  to  the  computer  costs  and  the  staff  costs,  another  ele- 
ment of  our  budget  is  the  policy  analysis  and  data  development 
area.  These  are  funds  for  outside  contractors  to  help  us  to  under- 
stand ways  in  which  other  data  can  be  applied  to  our  work,  to  ana- 
lyze that  data,  and  to  give  the  Commission  and  the  Congress  ad- 
vice from  experts  who  exist  around  the  country.  These  funds  are 
generally  used  for  targeted  surveys,  case  studies,  or  studies  that 
are  focused  on  a  particular  issue  that  the  Congress  is  interested  in 
having  an  answer  to. 

In  addition  to  that,  we  have  working  conferences  and  expert  pan- 
els who  help  the  Commission. 

We  have — in  addition  to  that — meetings  and  hearings  of  the 
Commission  7  or  8  times  a  year,  and  the  attendance  from  the  com- 
missioners has  been  outstanding.  We  look  forward  to  a  particularly 
exciting  and  active  year  as  the  reform  debate  goes  through  the 
Congress.  Hopefully,  we  can  help  in  every  way  possible  as  well  as 
to  continue  our  ongoing  responsibility  to  the  Congress  for  under- 
standing the  Medicare  and  Medicaid  programs  and  ways  in  which 
they  fit  into  the  larger  scheme. 

Thank  you. 

[The  prepared  statement  and  biography  of  John  M.  Eisenberg  fol- 
low:] 
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Mr.  Chairman,  I  am  pleased  to  come  before  this  Committee  to  report  on  the  activities  of  the 
Physician  Payment  Review  Commission  and  its  plans  for  future  work.  The  Commission  was 
established  in  1 986  as  an  advisory  body  to  the  Congress  on  issues  of  physician  payment  reform. 
Its  original  mandate  focused  on  the  Medicare  program.  Its  recommendations  to  the  Congress 
provided  the  basis  for  the  Medicare  physician  payment  reform  included  in  the  Omnibus  Budget 
Reconciliation  Act  of  1 989.  In  that  legislation,  the  Congress  gave  the  Commission  responsibility 
for  monitoring  Medicare  beneficiary  access  and  financial  protection  as  well  as  advising  it  on 
setting  standards  for  expenditure  growth  and  updating  fees  under  the  new  Medicare  Fee  Schedule. 

A  year  later,  the  Congress  substantially  expanded  the  scope  of  the  Commission's  work  as  the 
policy  agenda  shifted  to  concerns  about  rising  national  expenditures  for  health  care  and  barriers 
to  access  for  many  of  the  nation's  citizens.  In  addition  to  its  ongoing  work  on  Medicare,  the 
Commission  now  focuses  on  such  issues  as  improving  access  for  the  poor,  cost  containment, 
graduate  medical  education,  medical  malpractice  reform,  and  ensuring  the  quality  of  care. 

Commission  Reports  to  the  Congress.  The  Commission  orients  its  work  toward  providing 
timely  and  useful  advice  to  the  Congress.  It  does  so  both  formally  through  reports  and  testimony 
and  informally  through  meetings  and  briefings  with  members  of  the  Congress  and  their  staff.  The 
Commission  has  five  reports  due  to  the  Congress  each  year,  the  most  extensive  being  its  annual 
report,  which  sums  up  its  analyses  and  recommendations  on  legislative  issues.  Because  of  the 
high  priority  placed  on  health  system  reform  by  the  Congress,  the  Commission  consulted  with 
key  members  and  staff  as  it  shaped  the  issues  it  would  address  this  year.  The  annual  report, 
which  you  will  receive  at  the  end  of  March,  will  contain  1 5  chapters  on  different  aspects  of 
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system  reform  ranging  from  approaches  to  restructure  the  insurance  market,  to  cost  containment, 
to  health  professional  workforce  policies.  It  will  also  sketch  out  the  Commission's  conclusions 
about  some  directions  in  which  reform  should  proceed  that  respond  to  its  analysis  of  the  merits 
and  potential  drawbacks  of  approaches  currently  under  consideration.  The  Commission's  report 
also  will  address  ongoing  issues  regarding  access  to  care  for  Medicare  and  Medicaid  beneficiaries, 
as  well  as  issues  related  to  the  Medicare  Fee  Schedule  and  Volume  Performance  Standards. 

In  May,  the  Commission  submits  three  additional  reports  to  the  Congress  that  focus  on  the 
Medicare  program.  They  provide  updates  on  beneficiary  access  to  care  and  financial  protection 
and  present  recommendations  on  setting  Volume  Performance  Standards  and  conversion  factors 
for  the  Medicare  Fee  Schedule.  Earlier  in  the  year,  the  Commission  submitted  comments  on  the 
President's  budget.  It  also  issued  two  special  reports  in  response  to  congressional  requests  for 
analyses  of  expenditure  limits  enforced  through  rate  setting  and  radiologists'  response  to  changes 
in  fees  under  the  Medicare  Fee  Schedule.  In  addition  to  these  reports,  the  Commission  presented 
its  work  on  both  Medicare  and  health  system  reform  in  testimony  before  the  Congress  1 1  times 
in  the  past  year. 

Commission  Work  Plan.  In  fiscal  year  1995,  the  Commission  will  continue  to  work  on  issues 
related  to  health  system  reform,  Medicare,  and  Medicaid,  extending  many  projects  currently 
underway.  The  Commission's  appropriation  request  that  was  submitted  to  this  Committee  on 
February  7,  1994,  describes  our  work  plan  in  detail.  I  would  like  to  take  a  few  minutes  to 
highlight  some  key  aspects  of  that  plan. 
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With  the  Congress  working  intensively  on  issues  related  to  health  system  reform,  the  Commission 
anticipates  that  a  considerable  portion  of  its  work  will  focus  on  the  development  of  reform 
legislation  and  monitoring  the  early  phases  of  implementation,  if  reform  is  enacted.  The  specific 
projects  the  Commission  undertakes  will  be  easier  to  define  once  the  overall  structure  of  reform 
is  known.  In  the  meantime,  the  Commission  has  outlined  a  number  of  analyses  that  it  expects 
will  be  relevant  regardless  of  the  direction  of  reform.  It  will  continue  to  assess  how  market 
mechanisms  and  expenditure  limits  can  be  used  effectively  to  contain  health  care  costs.  It  will 
also  extend  its  work  on  structuring  policies  that  could  be  used  to  enforce  expenditure  limits 
through  premium  limits  or  fee  schedules. 

The  Commission  will  address  several  issues  related  to  restructuring  the  insurance  market,  with 
risk  adjustment  and  community  rating  being  among  the  most  important.  It  will  also  expand  its 
efforts  to  monitor  changes  in  the  organization  and  delivery  of  health  services  and  to  assess  their 
implications  for  both  physicians  and  consumers.  A  key  element  of  that  work  will  focus  on 
developments  in  managed  care.  The  Commission's  concerns  about  ensuring  access  and  improving 
quality  will  be  addressed  through  projects  that  focus  on  identifying  the  factors  that  lead  to 
program  success  in  delivering  care  to  the  underserved,  assessing  the  use  of  profiling  and  other 
tools  to  improve  physician  practice  patterns,  and  defining  the  elements  of  a  quality  assurance 
system  for  the  fee-for-service  sector. 

Policies  to  foster  competition  and  to  impose  expenditure  limits  will  each  be  more  effective  in 
containing  costs  if  accompanied  by  complementary  initiatives  that  support  efforts  by  health  plans 
and  providers  to  control  costs.    The  Commission,  therefore,  includes  on  its  work  plan  issues 
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related  to  constraining  physician  supply,  defining  roles  for  nonphysician  practitioners,  medical 
malpractice  reform,  technology  assessment,  outcomes  research  and  practice  guidelines,  and 
developing  timely  data  to  monitor  and  assess  system  performance. 

The  Commission's  responsibilities  for  monitoring  implementation  of  the  Medicare  Fee  Schedule 
represent  a  significant  portion  of  its  work  plan.  It  will  use  claims  data  to  examine  physicians' 
billing  patterns  as  well  as  volume  responses  to  changes  in  payment  rates.  It  will  assess  the 
impact  of  the  fee  schedule  and  subsequent  policy  changes  on  physician  payments  and  compare 
the  results  with  those  expected  when  the  Medicare  reforms  were  enacted.  It  will  also  repeat  its 
surveys  of  private  payers  and  state  Medicaid  programs  to  monitor  the  extent  to  which  they  are 
adopting  elements  of  the  Medicare  Fee  Schedule. 

Each  year  the  Commission  reports  to  the  Congress  on  access  and  financial  protection  for 
Medicare  beneficiaries.  It  places  a  high  priority  on  this  work.  It  will  undertake  analyses  to 
assess  changes  in  beneficiary  access  and  physician  billing  practices,  using  both  claims  and  survey 
data.  The  analyses  planned  for  next  year  will  benefit  from  the  availability  of  more  extensive 
information  from  newly  created  Medicare  claims  files,  private  sector  claims,  and  1990  census 
data.  The  Commission  will  also  continue  to  monitor  the  use  and  impact  of  bonus  payments  in 
Health  Professional  Shortage  Areas  (HPSAs)  and  explore  alternative  ways  to  better  target  the 
program  on  underserved  populations. 

Next  year,  the  Commission  will  again  prepare  its  annual  report  to  Congress  on  setting  the 
Medicare  Volume  Performance  Standard  and  updating  fees.  It  will  analyze  Medicare  claims  data 


204 


to  quantify  expenditure  and  volume  trends  and  to  assess  the  accuracy  of  assumptions  used  in 
setting  previous  standards.  The  Commission  plans  additional  analyses  focused  on  explaining  the 
recent  slowdown  in  the  volume  of  surgical  services,  exploring  applications  of  profiling  in  the 
Medicare  program,  and  assessing  options  for  strengthening  physician  incentives  to  control  the 
volume  of  services  they  provide. 

Finally,  the  Commission's  work  on  Medicaid  in  the  coming  year  will  analyze  data  on  fees  from 
its  recent  survey  of  state  programs  and  complete  the  work  started  last  year  to  design  an  access 
survey  for  Medicaid  beneficiaries.  The  next  step  will  be  to  refine  that  survey  to  make  it  more 
broadly  applicable  to  the  poor  under  health  system  reform. 

Appropriation  Request  for  Fiscal  Year  1995.  The  Commission  requests  $4,176,121  for  fiscal 
year  1995.  This  funding  level  is  essentially  the  same  as  the  Commission's  current  appropriation. 
The  Commission's  continued  efforts  to  increase  the  efficiency  of  its  operations  and  fine  tune  its 
budget  allowed  it  to  request  a  modest  reduction  in  funding  last  year  and  nearly  the  same  budget 
for  fiscal  year  1995.  This  year's  budget  request  reflects  modest  increases  for  staffing  and  policy 
analysis  and  data  development,  and  a  reduction  for  computer  services. 

Funds  for  staffing  and  computer  services  continue  to  comprise  the  major  portion  of  the  proposed 
budget.  The  Commission's  workload  has  been  expanded  several  times  by  the  Congress,  but 
through  a  strategy  of  recruiting  highly  trained  and  productive  staff,  it  has  been  able  to  continue 
to  respond  to  its  mandates  in  a  timely  manner.  The  Commission  has  found  from  experience  that 
its  effectiveness  in  meeting  congressional  needs  requires  much  of  its  work  to  be  conducted  or 
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managed  by  senior  professionals.  The  Commission  anticipates  maintaining  its  current  staffing 
plan,  adjusting  only  for  inflation.  The  proposed  budget  reflects  an  adjustment  in  the  amount 
allocated  to  fringe  benefits  to  better  reflect  actual  cost  increases  and  benefit  decisions  made  by 
employees. 

Both  the  need  for  analytic  work  requiring  computer  services  and  staff  capabilities  to  conduct 
these  analyses  have  increased  each  year.  This  year  looks  particularly  promising,  with  the 
Commission's  acquisition  of  claims  data  from  several  private  payers,  new  Medicare  claims  files, 
and  1990  census  data  to  enhance  our  work  on  both  Medicare  and  health  system  reform.  The 
increased  sophistication  of  the  Commission's  quantitative  work  implies  that  computer  and 
programming  services  will  continue  to  require  substantial  resources  but  also  that  this  is  a  budget 
category  to  monitor  and  control.  The  Commission  has  made  a  concerted  effort  to  use  computer 
services  in  the  most  cost-effective  ways.  The  efficiencies  it  introduced  last  year  have  produced 
substantial  savings.  It  has  continued  to  look  for  ways  to  streamline  its  computer  procedures  and 
expects  further  savings  from  these  efforts  in  the  coming  year. 

The  third  major  category  in  the  Commission's  budget  is  policy  analysis  and  data  development. 
The  Commission  uses  these  funds  for  outside  contractors  to  expand  its  access  to  data  and  to  make 
specialized  expertise  available  to  the  staff.  I  want  to  briefly  highlight  some  of  the  proposed 
projects  planned  for  next  year.  A  major  challenge  in  designing  policies  for  reform  is  to  remain 
current  on  how  the  health  care  system  is  functioning  and  the  changes  that  are  occurring.  The 
Commission  will  use  targeted  surveys  and  case  studies  to  incorporate  information  on  current 
practices  into  its  analyses  in  such  areas  as:  the  changing  practice  environment  for  physicians,  the 
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arrangements  managed  care  plans  make  with  physicians,  programs  that  are  successful  in  caring 
for  the  poor,  practice  patterns  of  nonphysician  practitioners,  and  quality  assurance  activities  of 
states  and  private  payers.  The  Commission  also  has  several  projects  in  mind  that  will  strengthen 
its  understanding  of  the  factors  affecting  physicians'  decisions  not  to  accept  Medicare  patients. 

There  are  some  issues  for  which  the  Commission  draws  on  the  judgment  of  individuals  who  can 
bring  years  of  experience  to  solving  difficult  policy  questions.  We  have  plans  for  several 
working  conferences  or  expert  panels  to  grapple  with  such  issues  as  introducing  consideration  of 
costs  into  technology  assessment  and  coverage  decisions,  developing  criteria  for  judging 
educational  quality  in  allocating  residency  positions,  identifying  issues  in  the  development  of 
model  practice  acts  for  nonphysician  practitioners,  and  designing  a  quality  assurance  system  for 
fee-for-service  practice. 

The  Commission's  proposed  budget  for  fiscal  year  1995  reflects  its  effort  to  restrain  its  costs 
while  ensuring  adequate  funding  to  carry  out  the  work  described  above.  It  looks  forward  to  a 
particularly  exciting  and  active  year  assisting  the  Congress  in  its  development  of  health  system 
reforms. 
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RISK  ADJUSTMENT  AND  COMMUNITY  RATING 

Mr.  Smith.  Did  I  understand  you  to  say  that  you  are  looking  at 
ways  to  restructure  the  insurance  industry? 

Dr.  ElSENBERG.  One  of  the  ways  that  we  have  been  trying  to  help 
the  Congress  is  to  look  at  the  insurance  industry  and  develop  ways 
in  which  mechanisms  like  risk  adjustment  or  advances  in  risk  ad- 
justment or  better  mechanisms  of  community  rating  can  help  to  re- 
organize the  way  insurance  is  offered. 

To  the  extent  that  we  would  offer  technical  mechanisms  for  pro- 
viding more  equitable,  portable  insurance,  the  answer  is  yes.  We 
are  not  looking  so  much  at  the  industry's  own  structure  to  the  ex- 
tent that  it  is  a  for-profit  industry  but  rather  the  way  that  the 
industry 

Mr.  Smith.  You  are  looking  at  different  ways  that  the  risk  could 
be  spread? 

Dr.  ElSENBERG.  Exactly.  It  is  not  so  much  the  industry  and  the 
companies  as  it  is  the  market,  the  insurance  market,  that  we  are 
dealing  with.  And  the  way  in  which  the  market  might  be  reorga- 
nized has  a  large  influence  on  the  way  that  insurance  companies 
operate. 

Mr.  Smith.  Now,  how  closely  are  you  consulting  with  Ways  and 
Means  and  Finance  and  Energy  and  Commerce? 

Dr.  ElSENBERG.  Very  closely.  We  are  invited  to  testify  before 
those  committees  and  especially  the  health  subcommittees  often, 
and,  whenever  invited,  we  respond.  Our  staff  is  in  close  contact 
with  the  staff  of  those  committees,  and  telephone  calls  are  placed 
in  both  directions.  I  have  met  personally  with  senior  members  of 
those  committees,  especially  early  in  the  year,  to  find  out  what 
they  would  like  for  us  to  do,  what  agenda  they  would  like  for  us 
to  have,  and  what  priorities  they  would  like  for  us  to  have. 

Mr.  Smith.  Okay.  We  will  have  some  questions  for  the  record. 
Thank  you. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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COMMISSION  WORK  ON  HEALTH  CARE  REFORM 

Mr.  Natcher:  What  role  has  the  Commission  played  in  this  year's  debate 
over  health  care  reform? 

Dr.  Eisenberg:  The  Commission  has  worked  closely  with  members  and 
staff  of  key  committees  in  the  Congress  during  the  past  two  years  to 
develop  a  work  plan  that  would  be  most  useful  to  the  Congress  in 
addressing  issues  raised  by  health  system  reform.  The  Commission's 
upcoming  Annual  Report  to  Congress  1994  is  the  culmination  of  a  year's 
work  on  such  issues  as  cost  containment,  restructuring  the  insurance 
market,  community  rating,  risk  adjustment,  medical  malpractice  reform, 
and  graduate  medical  education.  As  that  work  was  proceeding,  the 
Commission  was  invited  to  testify  11  times  before  House  and  Senate 
committees.  It  has  also  provided  informal  briefings  throughout  the 
year  for  committee  staff  to  present  the  results  of  its  analyses,  inform 
them  of  the  options  for  addressing  different  issues,  and  share  its 
advice  and  recommendations. 

The  Commission's  annual  report  contains  15  chapters  on  system  reform 
issues .  It  provides  technical  advice  on  how  to  structure  reform 
policies  most  effectively  as  well  as  putting  forth  its  views  on  the 
direction  reform  should  take.  This  report,  along  with  a  report  on 
expenditure  limits  and  rate  setting  prepared  for  the  Ways  and  Means 
Health  Subcommittee  sets  out  for  the  Congress  the  options  they  have  in 
developing  key  elements  of  reform  legislation,  the  technical  issues  in 
structuring  provisions,  and  the  implications  of  choosing  one  approach 
over  another.  As  the  debate  continues,  the  Commission  expects  to 
assist  in  the  process  of  designing  legislation  that  ultimately  will 
proceed  through  the  Congress . 

Mr.  Natcher:  What  percentage  of  the  Commission's  total  workload  is 
devoted  to  analysis  related  to  health  care  reform  versus  analysis  of 
more  specific  topics? 

Dr.  Eisenberg:  The  analyses  that  the  Commission  conducts  on  issues 
related  to  health  system  reform  and  issues  related  to  Medicare  and 
Medicaid  often  build  on  one  another  or  are  overlapping,  so  it  is 
difficult  to  estimate  precisely  the  percentage  of  the  Commission's 
total  workload  that  is  devoted  to  each.  For  example,  the  Commission 
began  to  work  on  options  for  restructuring  graduate  medical  education 
(GME)  several  years  ago  in  the  context  of  what  changes  could  be  tied  to 
Medicare  funding  of  residency  training.  Its  recommendations  provided 
the  basis  for  a  bill  that  was  introduced  by  Representative  Waxman  and 
Senator  Rockefeller  to  revise  the  conditions  of  Medicare  funding  for 
GME.  The  prospect  of  health  system  reform  provides  even  greater 
opportunities  for  changing  residency  training  because  of  the 
possibility  for  creating  a  pool  for  funding  GME  to  which  all  payers 
contribute,  and  therefore  creating  a  broader  systematic  approach  to  the 
allocation  and  funding  of  residency  slots.  So  the  work  that  the 
Commission  had  undertaken  in  the  context  of  Medicare  policy  formed  the 
basis  for  the  GME  recommendations  that  the  Commission  has  made  under 
health  system  reform. 

In  a  similar  way,  the  Commission  drew  on  its  extensive  experience  and 
continuing  work  on  Medicare  Volume  Performance  Standards  (VPS)  to  shape 
its  analyses  and  recommendations  for  expenditure  limits  under  health 
system  reform.  Its  upcoming  annual  report  contains  two  chapters  on 
cost  containment  and  rate  setting  that  draw  on  its  VPS  work  as  well  as 
a  chapter  on  options  for  strengthening  the  VPS  policy  under  Medicare. 
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The  staff  who  work  on  Medicare  issues  also  tend  to  work  on  related 
health  system  reform  issues.  This  past  year,  the  proportion  of  the 
Commission's  workload  devoted  to  health  system  reform  grew  because  of 
the  interest  in  these  issues  in  the  Congress.  Approximately  half  of 
the  staff's  time  was  devoted  to  system  reform  issues  and  the  other  half 
to  meeting  its  responsibilities  under  Medicare  and  Medicaid.  Now  that 
the  Commission  has  completed  its  annual  report  to  the  Congress,  it  will 
turn  its  attention  to  its  mandated  reports  on  Medicare  Volume 
Performance  Standards,  beneficiary  access  to  care,  and  beneficiary 
financial  protection.  During  the  next  few  months,  this  work  on 
Medicare  will  likely  represent  a  larger  proportion  of  the  Commission's 
workload.  As  health  system  reform  proceeds,  the  Commission  will  fine 
tune  its  work  plan  for  the  coming  year,  balancing  its  responsibilities 
on  Medicare  and  Medicaid  with  continued  work  on  system  reform  that 
responds  to  congressional  needs. 

GRADUATE  MEDICAL  EDUCATION 

Mr.  Natcher:  How  do  the  Commission's  recommendations  for  restructuring 
graduate  medical  education  (GME)  compare  to  the  GME  proposals  contained 
in  the  major  reform  bills  currently  being  considered  by  Congress? 

Dr.  Eisenberg:  Virtually  all  of  the  major  health  reform  proposals 
include  provisions  that  would  affect  GME  financing.  These  bills 
reflect  a  consensus  among  policymakers  that  a  national  physician  work 
force  policy  is  needed  to  limit  the  total  number  of  residents,  increase 
the  relative  number  of  primary  care  physicians,  and  expand 
opportunities  for  training  in  ambulatory  sites.  There  is  also  a 
consensus  that  an  effective  policy  would  contain  certain  elements 
including  an  all-payer  financing  pool,  prospectively  set  per  resident 
payments,  and  a  method  for  determining  which  residency  positions  should 
be  funded  from  the  pool . 

The  Administration's  health  reform  proposal,  the  Wellstone-McDermott 
bill,  and  the  Cooper  bill  bear  many  similarities  to  the  approach 
recommended  by  the  Commission.  All  create  a  financing  pool  dedicated 
to  support  of  GME,  establish  a  national  body  empowered  to  limit  the 
total  number  of  residencies  and  shift  specialty  mix,  and  would  make 
more  uniform  per  resident  payments  than  is  now  the  case  under 
Medicare's  GME  payment  methodology.  Like  the  Commission,  the 
Administration's  proposal  also  includes  transitional  relief  for 
hospitals  that  lose  residents  but  still  must  meet  critical  service 
needs . 

There  is  some  disagreement  around  how  allocation  decisions  would  be 
made.  The  Commission  has  recommended  a  national  model  with  a  national 
commission  making  the  initial  decision  on  the  number  of  positions  by 
specialty.  Decisions  about  which  positions  to  fund  within  those 
specialty  targets  would  also  be  made  at  the  national  level,  but  these 
would  be  made  by  the  profession  on  the  basis  of  judgments  regarding 
educational  quality.  All  positions  approved  as  part  of  this  process 
would  be  funded  for  the  full  length  of  training.  The  Administration's 
health  reform  proposal  also  takes  a  national  approach;  in  this  respect, 
it  differs  from  the  Commission's  policy  only  in  that  decisions  about 
which  specific  positions  to  fund  would  be  made  by  the  Secretary  of 
Health  and  Human  Services  rather  than  by  private  accrediting  bodies  or 
other  organizations  representing  educators  and  the  medical  profession. 

Other  bills  include  systems  of  allocation  at  the  regional,  state,  or 
local  level .  These  approaches  admirably  attempt  to  create  stronger 
links  among  work  force  decisions,  local  health  needs,  and  institutional 
capabilities  than  may  be  possible  at  the  national  level.  Nevertheless, 
the  Commission  questions  the  feasibility  of  developing  a  national 
policy  that  relies  on  consortia  or  other  decentralized  bodies  that 
currently  do  not  exist  to  carry  out  policy  objectives. 
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Given  the  more  competitive  marketplace  envisioned  under  various  health 
reform  proposals,  some  have  begun  to  question  whether  an  explicit 
national  physician  work  force  policy  is  necessary.  These  critics 
suggest  that  the  market  will  work  to  correct  oversupply  and  imbalances 
in  specialty  mix.  They  argue  further  that,  as  enrollment  of  patients 
in  capitated  health  plans  increases,  many  consumers  will  only  have 
access  to  the  physicians  affiliated  with  that  plan  and  that  access  to 
specialists  will  be  particularly  restricted.  Under  these  conditions, 
limits  on  system  capacity  need  not  come  from  the  top  down  but  will 
emerge  from  the  bottom  up  as  plans  hold  physicians  accountable  for 
resource  use,  clinical  outcomes,  and  patient  satisfaction. 

The  Commission  questions,  however,  how  quickly  these  bottom-up  limits 
will  come  into  play  and  the  risks  associated  with  doing  nothing  in  the 
interim.  At  issue  is  how  quickly  vertically  integrated  health  care 
systems  will  come  to  dominate  most  markets .  If  a  substantial  amount  of 
care  continues  to  be  provided  under  fee-for-service  arrangements,  then 
little  may  change.  That  is,  physicians  will  still  be  able  to  affect 
demand  for  their  services,  pushing  up  the  aggregate  number  of  services 
provided  with  each  additional  physician  trained. 

Whether  market  incentives  will  mitigate  the  impact  of  physician  supply 
and  specialty  imbalance  on  expenditures  depends  on  what  happens  to  the 
market  for  physicians'  services,  and  also  on  the  impact  of  the  market 
on  the  educational  system.  Incentives  to  maintain  the  current  number 
and  mix  of  residents  are  likely  to  continue  for  several  reasons. 
Teaching  hospitals  and  their  chiefs  of  service  have  long  relied  on 
residents  as  a  relatively  inexpensive  source  of  highly  skilled  labor 
for  meeting  service  needs.  Under  managed  competition,  teaching 
institutions  may  be  under  even  more  pressure  to  economize.  As  long  the 
educational  market  responds  slowly  to  system  changes,  the  choices 
facing  medical  students  may  change  little.  Having  residents  also 
confers  prestige  upon  the  faculty  by  affording  opportunities  to  teach; 
it  also  provides  convenience  by  having  residents  available  for 
after-hours  and  weekend  coverage. 

The  Commission  also  recognizes  the  concerns  of  those  who  argue  that 
planning  can  never  be  sufficiently  precise  to  merit  its  use,  as  well  as 
concerns  that  deliberate  decisions  about  the  number  and  mix  of 
physicians  could  so  quickly  and  badly  misjudge  needs  as  to  result  in 
irreparable  damage.  It  would  be  foolish  to  suggest  that  any  approach 
to  planning  will  result  in  a  perfect  match  between  the  work  force  and 
population  health  needs.  But  given  adequate  mechanisms  for  monitoring 
and  the  flexibility  to  make  incremental  changes,  such  a  system  is 
likely  to  do  far  better  than  the  current  one  if  present  trends  persist. 
The  length  of  the  training  pipeline  and  the  large  stock  of  practicing 
physicians  would  also  make  it  difficult  to  make  egregious  mistakes. 
Moreover,  if  the  market  creates  substantially  more  powerful  incentives 
than  can  now  be  predicted,  a  provision  could  be  added  to  the 
legislation  that  permits  a  sunset  of  the  planning  process . 

MEDICAL  MALPRACTICE  REFORM 

Mr.  Natcher:  Describe  the  Commission's  malpractice  reform  proposals 
and  the  degree  to  which  they  have  been  incorporated  into  major  health 
care  reform  legislation. 

Dr.  Eisenberg:  The  Commission  first  made  recommendations  for  reforming 
the  medical  malpractice  system  several  years  ago.  They  included  both 
a  vision  for  the  future  and  more  immediate  steps  to  move  in  the 
direction  of  a  restructured  system.  Profound  changes  are  necessary  to 
substantially  improve  the  system's  performance.  A  restructured 
malpractice  system  would  have  two  components.  One  would  be  a  fast, 
efficient  administrative  compensation  mechanism  that  would  provide 
adequate  awards  to  patients  who  experience  preventable  medical 
injuries.  The  other  would  be  a  complementary  system  for  monitoring, 
quality  review,  and  design  and  implementation  of  measures  to  reduce  the 
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rate  of  injury.  Self -insurance  or  experience  rating  would  provide 
strong  incentives  to  prevent  injuries. 

The  administrative  compensation  system  would  provide  access  for  as  many 
valid  claims  as  qualify,  yet  control  the  compensation  levels  to  keep 
the  system  affordable.  Enhanced  access  would  be  achieved  by  lowering 
economic  and  other  barriers  to  filing  claims,  ensuring  legal 
representation,  and  helping  patients  realize  when  they  have  experienced 
a  potentially  compensable  injury  and  screening  out  nonmeritorious 
claims.  Compensation  would  be  based  on  a  more  reliable  standard  than 
negligence,  such  as  avoidability  of  the  injury  or  no-fault. 

The  injury  prevention  and  quality  improvement  system  would  receive 
information  from  the  compensation  system,  its  own  surveillance 
mechanisms,  and  voluntary  reporting.  Health  care  organizations  would 
be  self- insured  or  malpractice  insurance  premiums  would  be  experience- 
rated  to  provide  strong  incentives  to  prevent  injuries. 

Creating  this  new  system  will  entail  considerable  developmental  work. 
Steps  should  be  taken  now  to  craft  a  system  for  the  future.  First, 
binding  alternative  dispute  resolution  systems  for  compensating  injured 
patients  should  be  developed.  Second,  more  reliable  standards  for 
compensation  should  be  formulated  and  tested.  Finally,  better  data  on 
medical  injuries  should  be  collected  and  employed  to  prevent  injuries 
and  improve  the  quality  of  care.  The  Commission  recommends  that  the 
Congress  provide  support  for  each  of  these  tasks . 

So  that  the  current  malpractice  system  functions  more  effectively,  the 
Commission  recommends  widespread  adoption  of  certain  tort  reforms . 
These  include : 

•  reasonable  schedules  for  noneconomic  damages  (interim 
limits  may  be  employed  until  a  schedule  is  adopted) ,  offset 
of  awards  for  collateral  source  payments,  periodic  payment 
of  large  awards,  and  assignment  of  punitive  damages  awards 
to  quality  improvement  activities; 

•  schedules  for  attorneys'  contingency  fees,  thresholds  for 
joint  and  several  liability,  reduction  of  statutes  of 
limitations  for  minors  to  a  reasonable  period;  and 

•  encouragement  of  the  use  of  binding  alternative  dispute 
resolution  methods  (nonbinding  methods  should  not  be 
required) . 

These  are  similar  to  the  "MICRA"  tort  reform  package  in  effect  in 
California. 

Current  reform  proposals  before  the  Congress  include  varying  packages 
of  tort  reforms,  often  similar  to  those  that  the  Commission  recommends. 
Most  (except  for  the  Administration's  proposal)  include  limits  on 
noneconomic  damages,  which  is  probably  the  single  most  important 
reform.  The  Commission  believes  that  a  single  limit  should  only  be 
used  as  an  interim  measure  until  schedules  are  devised.  The  advantage 
of  schedules  is  that  they  permit  higher  awards  for  more  severe  injuries 
while  restricting  awards  for  lesser  ones.  A  single  limit,  by  contrast, 
may  be  too  low  for  serious  injuries  and  too  high  for  minor  ones.  The 
Cooper  bill  calls  for  the  development  of  a  schedule  for  noneconomic 
awards  to  be  used  nationwide.  Limits  on  attorneys'  contingency  fees 
are  also  commonly  proposed,  but  the  Administration's  single  limit  of  33 
percent  would  have  little  effect.  Schedules  are  also  preferable  for 
attorneys'  fees. 

The  Commission  does  not  endorse  several  other  tort  reforms  included  in 
some  proposals.  The  Commission  concluded  that,  although  initiatives  to 
require  certificates  of  merit,  accord  special  legal  status  to  practice 
guidelines,  and  raise  the  burden  of  proof  for  punitive  damages  might 
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improve  the  functioning  of  the  malpractice  system,  current  knowledge  of 
their  effectiveness  is  not  sufficient  to  justify  that  they  be  federally 
mandated.  The  Administration  proposes  to  make  available  to  the  public 
certain  information  contained  in  the  National  Practitioner  Data  Bank. 
The  Commission  opposes  this  because  of  the  likely  adverse  effects  on 
the  detection,  compensation,  and  prevention  of  injuries  and  on 
disciplinary  actions  against  physicians.  Aggregate  information  on 
preventable  injuries  and  malpractice  payments  also  should  not  be 
included  in  health  plan  quality  reports  for  consumers  until  better  data 
and  measures  of  comparability  are  available. 

Some  of  the  reform  bills  would  provide  federal  support  for  the 
development  of  the  components  of  the  future  malpractice  system 
envisioned  by  the  Commission.  More  emphasis  needs  to  be  placed  on  the 
development  of  databases  and  systems  to  prevent  medical  injuries  from 
occurring.  Many  of  the  proposals  would  require  the  use  of  alternative 
dispute  resolution  (ADR) .  When  ADR  is  used,  it  should  be  binding.  It 
may  be  premature  to  require  that  all  claims  be  resolved  through  ADR; 
the  federal  government  should  provide  funds  to  evaluate  and  improve  ADR 
mechanisms.  Ideally,  ADR  should  be  made  sufficiently  attractive  to 
providers  and  patients  that  they  would  voluntarily  agree  in  advance  to 
be  bound  by  its  results . 

COMMISSION  STAFFING  AND  ADMINISTRATIVE  COSTS 

Mr.  Natcher:  As  you  know,  beginning  in  1993,  the  President  has 
required  executive  branch  agencies  to  reduce  their  staffing  levels  by 
4%  by  1995  and  12%  by  1999.  What  would  be  the  effect  on  the  Commission 
if  it  were  forced  to  take  a  similar  reduction  in  staff? 

Dr.  Eisenberg:  Obviously,  given  the  workload  implied  by  the 
Commission's  congressional  mandate  and  the  already  small  size  of  the 
Commission  staff,  it  would  be  preferable  not  to  have  to  impose  such 
staff  reductions.  If  such  a  measure  were  to  be  enforced,  the 
Commission  could  try  to  maintain  its  workload  by  relying  more  heavily 
on  analyses  conducted  under  outside  contracts.  It  has  learned  from 
experience,  however,  that  both  the  quality  and  efficiency  of  such 
analytical  work  are  often  higher  if  conducted  by  Commission  staff  or 
closely  managed  by  staff.  Given  this,  the  Commission  would  be  better 
able  to  meet  its  responsibilities  to  the  Congress  if  it  were  permitted 
to  maintain  its  staffing  level  and  achieve  equivalent  budget  savings  in 
outside  contracts. 

Mr.  Natcher:  How  does  actual  staffing  at  the  Commission  currently 
compare  to  your  authorized  staffing  level  of  25  plus  an  Executive 
Director,  and  what  are  your  plans  to  fill  any  vacancies? 

Dr.  Eisenberg:  The  Commission  currently  has  23  persons  on  staff  and  is 
in  the  process  of  recruiting  for  3  additional  positions.  In 
particular,  it  is  hoping  to  add  another  physician  to  the  staff  as  well 
as  two  analysts  with  strong  skills  in  data  analysis.  During  the  final 
months  of  preparation  of  the  Commission's  annual  report,  it  is  very 
difficult  to  devote  time  to  identifying  and  interviewing  qualified 
candidates.  With  the  report  going  to  the  Congress  shortly,  the 
Commission  staff  has  already  begun  the  interview  process  again.  It  is 
possible  that  at  least  one  of  these  three  positions  will  be  filled  by 
a  physician  or  social  scientist  who  comes  to  the  Commission  on  a  mid- 
career  fellowship  or  sabbatical  arrangement.  These  types  of 
arrangements  have  proven  very  useful  to  the  Commission  in  the  past  by 
bringing  expertise  to  the  staff  that  might  otherwise  not  be  available. 
On  the  other  hand,  meeting  certain  staffing  needs  in  this  way  leads  to 
some  fluctuation  in  staffing  levels  during  the  year  as  these 
individuals  arrive  or  return  to  their  permanent  professional  positions. 

Mr.  Natcher:  The  Commission's  mainframe  computer  costs  have  decreased 
from  over  a  million  dollars  in  FY  1992  to  a  requested  $700,000  in  FY 
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1995.  Given  its  expanded  mandate,  how  has  the  Commission  managed  to 
reduce  these  costs? 

Dr.  Eisenberg:  The  Commission  is  quite  pleased  with  the  progress  it 
has  made  in  not  only  controlling  but  reducing  its  costs  for  mainframe 
computer  and  programming  services.  The  issues  on  the  Commission's 
agenda  have  increasingly  called  for  quantitative  analysis.  This  is 
reflected  both  in  the  hiring  of  more  staff  with  expertise  in  data 
analysis  and  the  acquisition  of  new  data  files,  including  Medicare  and 
private  sector  claims  files  covering  millions  of  beneficiaries.  Given 
the  scope  and  importance  of  this  analytic  work,  the  Commission  has 
highlighted  computer  services  as  a  budget  category  to  monitor  and 
control.  As  it  has  become  more  sophisticated  in  working  with  the  data 
and  understanding  the  operations  of  its  programming  and  mainframe 
contractors,  the  Commission  has  been  able  to  institute  a  number  of 
policies  for  how  to  conduct  its  analyses  in  the  most  cost-effective 
manner.  Commission  staff  try  to  take  advantage  of  the  most  efficient 
programming  methods  available.  Datasets  are  streamlined,  and  smaller 
analytic  files  are  used  whenever  possible  to  save  the  costs  of  running 
millions  of  claims  during  early  stages  of  certain  projects.  After  the 
completion  of  the  Commission's  mandated  reports  each  spring,  the  staff 
reviews  the  files  that  are  stored  for  mainframe  use  and  removes  those 
not  currently  needed  to  save  storage  costs.  The  staff  does  programming 
on  certain  projects  in  house,  and  monitoring  systems  have  been  set  up 
to  ensure  that  the  Commission's  programming  contractors  and  the 
mainframe  computer  services  carry  out  Commission  work  in  the  most 
efficient  manner.  These  steps  have  allowed  the  Commission  to  increase 
its  quantitative  work  while  reducing  its  computer  costs.  It  is 
uncertain  whether  there  are  further  savings  to  be  gained,  but  the 
Commission  will  continue  to  make  every  effort  to  get  the  most  value  for 
the  funds  it  spends  on  mainframe  computer  and  programming  services . 

Mr.  Natcher:  Other  than  your  computer  cost  reductions,  what  steps  is 
the  Commission  voluntarily  taking  to  reduce  administrative  costs  in  the 
spirit  of  this  government  streamlining  initiative? 

Dr.  Eisenberg:  The  Commission  has  always  recognized  its  responsibility 
as  a  public  body  to  make  the  most  efficient  use  of  funds  for  carrying 
out  its  work.  In  its  early  years,  the  Commission  was  building  its 
operations  and  gaining  experience  in  what  would  be  required  to 
effectively  meet  its  congressional  mandates.  Its  budgets  during  those 
years  reflect  that  growth.  In  recent  years,  it  has  taken  advantage  of 
its  experience  and  recognized  the  constraints  on  the  federal  budget  by 
first  stabilizing  its  annual  budget  requests  and  then  actually  reducing 
its  request  last  year.  This  has  been  accomplished  by  careful  review  of 
each  budget  category  and  consideration  of  ways  to  contain  increases  or 
reduce  costs.  While  we  have  been  most  successful  in  the  area  of 
computer  costs,  the  Commission  has  also  reduced  costs  of  reproduction 
and  printing  by  bringing  in  house  more  of  those  operations  rather  than 
relying  on  outside  vendors.  We  have  also  taken  advantage  of 
opportunities  to  meet  certain  staffing  requirements  with  persons  on 
mid-career  fellowship  or  sabbatical  arrangements  that  often  reduce 
their  salary  requirements.  This  year,  a  careful  review  of  budget 
trends  for  the  past  few  years  suggested  the  possibility  of  a  modest 
decrease  in  compensation  to  Commissioners,  which  is  reflected  in  the 
Commission's  fiscal  year  1995  budget  request.  The  Commission  will 
continue  to  scrutinize  its  budget  in  this  manner  as  well  as  adopting 
any  changes  in  its  operations  that  will  allow  it  to  use  resources  even 
more  effectively  in  the  future. 

Mr.  Natcher:  What  was  the  amount  of  the  locality  pay  increase  that 
went  into  effect  on  January  1,  1994,  and  how  are  you  absorbing  this 
unbudgeted  cost  in  1994? 

Dr.  Eisenberg:  The  Commission  awarded  eligible  employees  a  4.23 
percent  Locality  Pay  Adjustment  on  January  1,  1994.  The  adjustment 
mirrored  similar  increases  given  to  General  Schedule  employees  up  to  a 
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maximum  cap.  Employees  at  the  Senior  Executive  Service  Level  were 
excluded.  Each  year,  the  Commission  is  given  guidance  from  the  Office 
of  Management  and  Budget  on  projected  annual  inflation  factors  and  cost 
of  living  adjustments  (COLA)  to  be  included  in  its  budget  projections. 
The  amount  of  the  Locality  Pay  Adjustment  was  higher  than  the  projected 
COLA  provided  by  OMB.  The  Commission  is  absorbing  the  additional  costs 
of  the  Locality  Pay  Adjustment  through  savings  that  can  occur  in  other 
budget  categories.  For  example,  if  the  recruitment  of  a  new  staff 
member  is  or  can  be  delayed,  the  salary  savings  can  be  applied  to 
absorbing  the  locality  adjustment.  Constraints  can  also  be  put  on 
spending  in  other  categories,  such  as  outside  contracts  or  equipment, 
if  necessary.  While  these  actions  may  cause  some  temporary  disruption, 
providing  compensation  to  maintain  the  Commission  staff  takes 
precedence . 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January  1995 
pay  raise  and  what  percentage  increase  is  this  based  upon? 

Dr.  Eisenberg:  The  Commission's  fiscal  year  1995  budget  request 
includes  an  additional  $52,616  for  salaries.  This  reflects  the 
guidance  from  the  Office  of  Management  and  Budget  for  a  4  percent 
adjustment  for  cost  of  living. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January  1995 
locality  pay  increase  and  what  percentage  increase  is  this  based  on? 

Dr.  Eisenberg:  The  Commission  did  not  explicitly  include  a  Locality 
Pay  Adjustment  for  January  1995  in  its  fiscal  year  1995  budget  request. 
It  followed  the  direction  of  the  Office  of  Management  and  Budget  and 
included  a  4  percent  adjustment  for  cost  of  living.  If  there  is  a 
Locality  Pay  Adjustment  for  January  1995,  and  the  Commission's 
Executive  Director  awards  it,  any  amount  above  what  the  Commission 
projected  will  have  to  be  absorbed  in  the  operating  budget. 

ACCESS  FOR  THE  UNDERSERVED 

Mr.  Serrano:  A  crucial  element  of  health  reform  is  access;  insurance 
coverage  does  not  guarantee  adequate  health  care.  Please  describe  the 
Commission's  recent  work  on  access  for  Medicaid  beneficiaries  and  other 
underserved  populations. 

Dr.  Eisenberg:  The  Commission  shares  your  concern  about  access  for 
Medicaid  beneficiaries  and  other  underserved  populations.  While  the 
most  significant  barrier  to  access  is  the  lack  of  health  insurance, 
other  barriers  to  access,  such  as  other  financial  barriers  and 
geographic  distribution  of  providers,  exist.  The  Commission  will  make 
recommendations  concerning  methods  to  overcome  these  barriers  in  its 
Annual  Report  to  Congress  to  be  submitted  on  March  31,  1994.  These 
recommendations  reflect  the  work  that  the  Commission  has  undertaken  in 
this  area  during  the  past  year. 

The  Commission  argues  that  health  system  reform  should  pay  attention  to 
the  challenges  involved  in  meeting  the  health  care  needs  of  the  poor. 
In  particular,  sufficient  choice  of  plans  and  providers  should  be 
offered,  with  provider  payments  high  enough  to  ensure  access.  If  the 
Medicaid  program  is  continued  under  health  system  reform,  payment  rates 
should  be  raised  to  Medicare  levels. 

Significant  cost  sharing  (copayments  and  deductibles)  could  also 
restrict  access  or  pose  serious  financial  burdens.  The  Commission 
recommends  that  a  lower  rate  of  cost  sharing  should  apply  to  those  low- 
income  persons  whose  premiums  are  subsidized.  If  the  cost  sharing  is 
more  than  nominal,  a  catastrophic  limit  on  cost  sharing,  lower  than 
that  applied  to  the  general  population,  should  be  established  for  low- 
income  individuals.  Eligibility  for  reduced  cost  sharing  should  be 
determined  and  financed  by  government  rather  than  by  health  plans  or 
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providers.  Eligibility  should  be  based  on  income  rather  than  welfare 
status . 

The  Commission  has  been  studying  the  types  of  providers  who  serve  the 
poor  and  is  in  the  process  of  trying  to  identify  those  characteristics 
that  are  associated  with  successful  programs.  It  believes  that  any 
proposal  that  provides  coverage  for  the  poor  must  consider  whether  low- 
income  populations  would  be  better  served  by  policies  that  emphasize 
access  to  mainstream  care  or  support  alternative  delivery  systems 
designed  to  serve  the  poor.  It  may  be  that  the  most  effective  strategy 
for  extending  access  will  vary  across  communities.  If  providing  access 
to  mainstream  care  is  a  goal,  then  reforms  should  create  incentives  for 
private  practice  and  managed  care  in  underserved  areas  and  furnish 
special  supports,  such  as  outreach  and  case  management,  that  help  the 
underserved  gain  access  to  the  health  care  system. 

Because  insurance  coverage  alone  has  not  opened  mainstream  care  to  some 
vulnerable  populations  covered  by  Medicaid,  many  see  a  continuing  role 
for  providers  that  have  traditionally  served  low- income  and  hard-to- 
reach  populations,  such  as  community  health  centers  and  hospital 
clinics.  The  Commission  endorses  continued  funding  of  essential 
community  providers  during  a  transition  period.  Monitoring  access  and 
maintaining  support  for  those  that  continue  to  play  an  important  role 
in  meeting  the  needs  of  underserved  populations  should  be  an  integral 
part  of  reform. 

Looking  specifically  at  the  Medicaid  program,  the  Commission  expressed 
concern  several  years  ago  that  Medicaid  fee  levels  are  too  low  to 
ensure  that  access  for  Medicaid  beneficiaries  is  comparable  to  that 
afforded  other  populations.  Its  recent  survey  of  program  directors 
shows  that  Medicaid  fee  levels  continue  to  be  low,  but  payment  rates 
for  obstetrical  services  and  services  for  children  have  substantially 
improved  in  some  states . 

Given  evidence  of  low  fees  and  other  barriers  to  access  for  the 
Medicaid  population,  it  is  especially  important  to  monitor  access  for 
program  beneficiaries.  A  periodic  survey  of  Medicaid  beneficiaries  in 
all  states  should  be  conducted  to  do  this.  With  such  a  survey,  HCFA 
would  have  a  meaningful  tool  to  judge  whether  states  are  complying  with 
the  access  provisions  of  OBRA89.  Under  health  system  reform,  such  a 
survey  should  be  extended  to  cover  all  the  poor. 

Mr.  Serrano:  Have  sites  been  selected  for  the  George  Washington 
University  access  study? 

Dr.  Eisenberg:  The  contractor  is  now  in  the  process  of  finalizing  the 
sites  that  will  be  studied  as  part  of  this  project.  In  order  to  secure 
participation  in  this  project,  however,  these  sites  were  guaranteed 
confidentiality.  This  was  particularly  important  for  those  sites 
selected  to  serve  as  a  control  or  comparison  group;  understandably, 
these  sites  would  not  appreciate  being  identified  publicly  as  "less 
successful . " 

In  selecting  sites,  we  sought  to  include  sites  that  were  geographically 
dispersed  and  that  represent  a  range  of  approaches  to  service  delivery. 
Two  sites  (a  successful  program  and  a  comparison  program)  were  chosen 
in  each  of  four  cities  in  the  Northeast,  Midwest,  Mountain,  and 
Southeast  regions.  Their  organizational  forms  range  from  a  public 
hospital  that  transformed  its  mission  from  acute  care  to  community- 
based  primary  care;  a  consortium  consisting  of  a  public  hospital,  a 
local  health  department  and  community  clinics;  a  longstanding  community 
health  center;  and  a  cooperative  venture  between  a  private  hospital 
system  and  a  group  of  neighborhood  health  centers .  Results  from  this 
project  should  be  available  in  the  early  fall. 
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GRADUATE  MEDICAL  EDUCATION 

Mr.  Serrano:  The  Commission  has  also  worked  on  health  professional 
workforce  policies  and  made  recommendations  for  restructuring  graduate 
medical  education.  Please  discuss  the  Commission's  recommendations  in 
this  area  in  more  detail. 

Dr.  Eisenberg:  In  its  1993  Annual  Report  to  Congress,  the  Commission 
recommended  a  comprehensive  policy  intended  to  result  in  a  system  of 
graduate  medical  education  (GME)  more  responsive  to  societal  needs. 
This  policy  is  designed  to  limit  growth  in  residencies,  shift  the 
balance  between  subspecialists  and  generalists,  and  facilitate  training 
in  ambulatory  settings.   It  includes  five  components: 

•  a  limit  on  the  total  number  of  residencies  to  be  funded; 

•  a  federal  body  that,  using  both  objective  data  and  input 
from  interested  parties,  would  determine  the  distribution 
of  these  slots  by  specialty; 

•  selection  of  those  residency  slots  to  be  funded  on  the 
basis  of  educational  quality; 

•  payments  for  GME  from  a  national  all-payer  financing  pool; 
and 

•  transitional  financial  relief  to  teaching  hospitals  that 
lose  residents  but  still  must  meet  service  needs. 

Two  major  criticisms  of  the  current  system  are  the  absence  of  a  link 
between  decisions  about  financing  and  those  determining  the  supply  and 
mix  of  residents  and  the  complex,  fragmented  process  through  which 
residency  positions  are  established. 

The  Commission  recommends  that  the  Congress  should  limit  the  total 
number  of  residencies  to  be  funded  and  achieve  this  by  sequencing 
reductions  over  successive  classes  of  first-year  residents.  Reductions 
in  the  number  of  first-year  positions  combined  with  limits  on  the 
number  of  positions  by  specialty  will  limit  the  number  in  every 
postgraduate  year. 

Limits  on  the  total  number  of  positions  are  essential.  First,  this  is 
the  primary  vehicle  for  putting  the  brakes  on  growth  in  supply  and  thus 
mitigating  the  impact  of  the  growing  number  of  physicians  on  health 
care  costs.  The  fact  that  per  capita  spending  is  positively  correlated 
with  the  number  of  physicians  has  been  well  documented;  if  the 
fee- for- service  sector  remains  substantial  after  system  reform,  then 
this  situation  will  persist.  Limits  also  create  a  link  between 
decisions  about  financing  and  those  about  the  number  and  mix  of 
residents.  It  will  be  difficult  to  increase  the  relative  number  of 
generalists  if  the  total  number  of  physicians  continues  to  grow. 

Decisions  about  the  number  of  residencies  per  specialty  should  be  made 
by  a  federal  body  created  for  this  purpose.  This  would  permit  more 
deliberative  analysis  of  the  appropriate  allocation  of  slots  than  would 
be  possible  if  this  were  set  in  statute.  It  would  also  allow 
flexibility  over  time. 

This  body  would  use  objective  data  and  input  from  interested  parties  in 
its  decisionmaking.  It  should  also  have  research  and  evaluation 
functions  and  either  fund  or  conduct  analyses  to  inform  its  decisions. 
These  might  include  staffing  patterns  in  managed-care  organizations  and 
the  impact  of  changes  in  practice  patterns  and  demographics  on  supply 
and  mix. 
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Once  positions  are  allocated  to  each  specialty,  decisions  must  be  made 
as  to  which  specific  positions  in  these  fields  should  be  funded.  These 
should  be  made  on  the  basis  of  educational  quality.  The  goal  would  be 
to  protect  high-quality  programs,  making  necessary  cuts  in  more 
marginal  programs. 

Including  the  profession  in  this  process  has  several  advantages . 
Accreditors  have  the  information  and  expertise  needed  to  evaluate 
training  programs  and  could  make  informed  choices  about  which  should  be 
funded.  It  would  also  keep  the  federal  government  out  of  decisions 
about  the  content  and  quality  of  training. 

All  payers  should  contribute  a  percentage  of  their  payments  to  a 
national  financing  pool,  reflecting  the  principle  that  all  who  benefit 
from  GME  should  contribute  to  its  costs.  Currently,  some  payers  do  not 
support  GME  because  they  do  not  include  teaching  hospitals  in  their 
networks .  This  could  be  exacerbated  under  managed  competition  if  plans 
seek  a  competitive  advantage  by  directing  patients  away  from  teaching 
hospitals.  The  Commission  also  recommended  that  Medicare's  current 
payment  methodology,  based  on  hospital-specific  historical  costs, 
should  be  replaced  by  a  new  standardized  payment  per  resident. 

Finally,  because  teaching  institutions'  reliance  on  residents  to  meet 
service  needs  has  been  a  major  impediment  to  changes  in  supply, 
specialty  mix  and  the  site  of  training,  an  effective  policy  should 
address  these  needs.  Transitional  relief  funds  should  be  made 
available  to  teaching  hospitals  that  lose  residency  positions  as  a  part 
of  this  process .  Preference  should  be  given  to  those  hospitals  with  a 
disproportionate  share  of  indigent  patients . 

NONPHYSICIAN  PRACTITIONERS 

Mr.  Serrano:  Based  on  the  Commission's  work  on  non-physician 
practitioners  (NPPs) ,  how  much  routine,  non- complicated  work  could  NPPs 
take  over  from  physicians? 

Dr.  Eisenberg:  Commission  work  on  NPP  issues,  which  will  be  presented 
in  its  upcoming  annual  report  to  the  Congress,  has  found  that  NPPs' 
role  in  health  care  delivery  is  broader  than  that  of  merely 
substituting  for  physicians  in  performing  routine  tasks.  A  Commission 
study  of  health  maintenance  organizations  and  multispecialty  groups 
found  that  NPPs  are  employed  in  three  different  ways:  the  physician 
delegates  tasks,  the  NPPs  are  members  of  teams  with  physicians,  or  NPPs 
have  their  own  panel  of  patients .  Commission  analyses  of  a  survey  of 
nurse  practitioners  corroborates  this  finding,  showing  that  almost  70 
percent  of  nurse  practitioners  had  responsibility  for  a  specific  group 
of  patients  under  either  the  team  or  panel  approach.  That  is,  rather 
than  perform  a  prescribed  set  of  tasks,  NPPs  collaborate  with 
physicians  to  meet  patients'  health  care  needs. 

Whatever  the  approach  taken,  however,  physicians  retain  the  important, 
yet  intangible,  role  of  professional  accountability  and  responsibility 
for  the  patient.  In  addition,  the  Commission  study  found  that  NPPs 
generally  do  not  treat  elderly  patients  with  complicated  illnesses  or 
patients  with  multiple  system  disorders,  nor  do  they  work  after-hours 
and  weekend  duty.  To  answer  questions  about  work  force  issues,  the 
next  step  is  to  determine  the  appropriate  mix  of  physicians  and  NPPs, 
working  collaboratively,  that  can  best  meet  patients'  health  care 
needs.  Surprisingly,  administrators'  for  the  organizations  studied  had 
not  yet  determined  that  mix,  although  they  said  that  they  intended  to 
do  so  in  the  future. 
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RISK  ADJUSTMENT  AND  COMMUNITY  RATING 

Mr.  Serrano:  In  reviewing  health  reform  proposals,  some  have 
complained  that  the  analytical  tools  for  risk  adjustment/risk  sharing 
are  not  adequately  tested.  What  does  the  Commission's  work  in  this 
area  indicate?   Is  there  a  similar  issue  with  community  rating? 

Dr.  Eisenberg:  The  Commission's  Annual  Report  to  Congress  1994 
contains  an  extensive  analysis  of  issues  relating  to  both  community 
rating  and  risk  adjustment.  Combining  community  rating  and  risk 
adjustment  creates  a  market  in  which  consumers  pay  equitable  premiums 
and  plans  receive  equitable  payments  for  their  enrolled  populations. 
Risk  adjustment  is  necessary  to  deter  plans  from  selecting  or  marketing 
to  healthier  enrollees,  to  protect  plans  from  being  selected  by  a 
costlier-than-average  group  of  enrollees,  and  even  to  facilitate  plans' 
attempts  to  specialize  in  treating  people  with  certain  illnesses  or 
conditions.  The  need  for  risk  adjustment  is  closely  tied  to  the  role 
of  community  rating.  The  Commission  has  recommended  that  premiums  paid 
by  consumers  should  be  community  rated  for  defined  classes  that  apply 
to  all  health  plans.  These  classes  would  appropriately  include  type  of 
coverage  (individual  or  family)  but  should  not  include  categories  such 
as  health  status,  race,  or  sex.  Whenever  health  plans  are  not 
permitted  to  differentiate  premiums  for  a  particular  class,  they  are  at 
risk  for  drawing  enrollees  disproportionately  from  one  particular 
category  of  that  class  of  people.  As  a  result,  community  rating 
increases  the  need  for  risk  adjusters  that  modify  payments  to  health 
plans  to  reflect  the  relative  risks  of  those  they  enroll. 

The  Commission  studied  available  methods  of  risk  adjustment  and  found 
that  no  single  approach  has  been  sufficiently  tested  to  warrant  its 
recommendation  as  the  best  approach.  Yet  the  Commission  believes  that 
risk-adjustment  mechanisms  are  necessary  and  that  a  workable  solution 
can  be  found  that  will  mitigate  at  least  some  of  the  worst  effects  of 
risk  selection.  Risk  adjusters  are  not  widely  used,  and  yet  most 
multiple-choice  markets,  such  as  the  Federal  Employees  Health  Benefits 
Program,  function  reasonably  well.  The  addition  of  rules  such  as  a 
standard  benefit  package  and  an  open  season  for  enrollment,  together 
with  risk  adjusters,  can  make  insurance  markets  operate  more 
effectively. 

The  Commission  has  recommended  that  prospective  risk  adjusters  that 
predict  differences  in  utilization  should  be  built  into  the  system  for 
compensating  plans.  The  methods  used  should  be  fully  disclosed  to  all 
plans.  The  system  should  start  with  those  risk  adjusters  such  as  age 
and  sex  for  which  data  are  most  readily  available .  Additional  risk 
adjusters  are  needed  and  should  be  incorporated  as  better  data  become 
available  and  research  shows  them  to  be  effective.  These  could  include 
health  status,  eligibility  for  premium  subsidies,  and  institutional 
status .  The  Commission  also  recommended  that  a  system  of  risk  sharing 
should  supplement  the  use  of  risk  adjusters  in  order  to  ensure  that 
plans  are  not  unduly  rewarded  or  penalized  for  biased  selection. 
Finally,  a  process  should  be  put  in  place  for  evaluating  the  impact  of 
the  risk-adjustment  system  on  health  plans  and  enrollees  and  for  making 
timely  refinements.  The  federal  government  should  support  research  and 
development  of  improved  risk  adjusters  and  systems  for  risk  sharing. 

Perhaps  the  most  challenging  issue  for  community  rating  is  how  to 
define  the  areas  to  which  the  premium  rates  will  apply.  The  Commission 
has  identified  three  key  factors  that  must  be  weighed  in  drawing  the 
boundaries  of  community  rating  areas:  differences  in  community  health 
status,  consumer  and  provider  behavior  affecting  use  of  health 
services,  and  local  price  variation.  The  Commission  believes  that 
premium  variation  due  to  differences  in  health  status  among  communities 
should  be  minimized,  and  this  should  be  the  primary  goal  in  defining 
community  rating  areas.  It  may  be,  however,  that  areas  so  defined  may 
not  capture  sufficiently  the  variation  in  the  other  factors.  One  way 
to  address  this  is  to  create  a  mechanism  for  across -area  payments  to 
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offset  any  differences  considered  to  be  undesirable.  Because  moving  to 
a  premium  structure  that  minimizes  differences  among  communities 
attributable  to  health  status  could  substantially  increase  premiums  for 
some  communities  or  employers,  the  Commission  recommends  phasing  in 
such  a  policy  over  a  fairly  long  period. 

DATA  SYSTEM  ISSUKS 

Mr.  Serrano:  Please  describe  in  more  detail  what  is  needed  in  a 
national  data  system. 

Dr.  Eisenberg:  A  key  element  in  health  system  reform,  however 
designed,  is  the  development  of  a  national  data  strategy.  Over  the 
past  two  years  the  Commission  has  reported  to  the  Congress  on  its  ideas 
for  that  strategy.  Two  years  ago,  it  described  the  principal 
objectives  of  an  integrated  data  system.  Last  year  it  made  several 
recommendations  on  how  a  system  might  be  designed  to  meet  those 
objectives.  This  year's  upcoming  annual  report  to  the  Congress 
summarizes  the  Commission's  past  work  and  provides  an  update  on  recent 
developments  that  might  bring  us  closer  to  a  national  data  system. 

To  address  the  broader  data  needs  of  the  federal  government,  local 
communities,  and  others,  the  Commission  envisions  a  system  of  regional 
data  organizations  that  would  obtain  data  from  plans  and  payers  to  be 
made  available  for  various  uses.  These  regional  data  organizations  or 
carriers  would  assemble  data  selectively  from  plans  and  payers  that  in 
turn  get  the  raw  data  from  providers  and  consumers.  The  Commission 
also  recommended  that  the  Congress  authorize  a  new  or  existing  federal 
data  agency  to  be  responsible  for  implementing  the  new  system, 
including  the  establishment  of  basic  data  standards  and  principles  of 
confidentiality  and  privacy. 

The  Commission  also  made  a  new  recommendation  this  year  that  the 
federal  government  support  demonstration  projects  of  regional  data 
clearinghouses  that  collect  all  claims  and  utilization  data  directly 
from  providers,  health  plans,  and  consumers  and  make  necessary 
information  available  to  payers,  plans,  government,  and  other 
interested  organizations  as  appropriate.  The  projects  would  evaluate 
the  feasibility  of  clearinghouses  carrying  out  these  functions  and 
their  ability  to  simplify  claims  submission  and  payment. 

Mr.  Serrano:  Given  current  technology,  is  it  possible  to  balance  the 
legitimate  needs  of  health  practitioners  for  medical  information  on  a 
patient  with  the  patient's  right  to  privacy? 

Dr.  Eisenberg:  The  Commission  believes  that  protection  of  privacy  and 
confidentiality  is  critical  to  the  development  and  implementation  of  a 
national  data  strategy.  There  have  been  several  recent  efforts  to 
develop  confidentiality  standards  or  model  laws. 

The  Office  of  Technology  Assessment  (OTA)  released  a  report,  Protecting 
Privacy  in  Computerized  Medical  Information,  in  September  1993.  It 
concluded  that  no  federal  statute  defines  an  individual's  specific 
right  to  privacy  in  his  or  her  personal  health  care  information, 
whether  that  information  is  privately  or  publicly  held.  It  also 
concluded  that  the  current  patchwork  of  state  and  federal  law  is 
inadequate  to  guide  the  health  care  industry  in  protecting  privacy  in 
an  increasingly  computerized  environment. 

The  OTA,  as  well  as  an  Institute  of  Medicine  study  committee,  the 
Workgroup  for  Electronic  Data  Interchange,  and  the  American  Health 
Information  Management  Association,  have  either  called  for  new  federal 
legislation  or  developed  model  laws  on  protecting  privacy  and 
confidentiality.  There  appears  to  be  considerable  common  ground  in 
these  various  proposals .  The  Congress  should  move  forward  quickly  with 
adopting  federal  legislative  protections  even  in  the  absence  of  health 
system  reform. 
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Mr.  Serrano:  Has  the  Commission  taken  a  position  on  the  recent 
controversy  over  inclusion  of  racial/ethnic  indicators  on  the  forms 
currently  used  for  Medicare  but  likely  to  be  used  if  paperwork 
simplification  is  enacted  in  health  reform?  Will  the  necessary 
enforcement  of  civil  rights  and  nondiscrimination  laws  be  possible 
without  such  indicators? 

Dr.  Eisenberg:  The  Commission  has  not  taken  a  position  on  the  specific 
question  of  whether  racial  or  ethnic  indicators  should  be  included  on 
the  forms  currently  used  for  Medicare  or  the  standard  forms  that  might 
be  used  more  broadly  under  health  system  reform.  Nor  does  it  have  any 
basis  on  which  to  judge  how  civil  rights  or  nondiscrimination  laws 
might  best  be  enforced. 

The  Commission's  work  on  monitoring  access  to  care  for  Medicare 
beneficiaries  does  show  that  racial  differences  in  access  can  be 
studied,  based  on  information  that  exists  in  Medicare  enrollment  files. 
These  files  allow  identification  of  African  American  beneficiaries,  but 
not  of  Hispanic  subgroups . 

The  Commission's  baseline  analysis  of  Medicare  claims  data  in  1992 
showed  that  African  American  beneficiaries  were  about  9  percent  less 
likely  ever  to  see  a  physician  during  the  year  and  used  about  8  percent 
less  medical  care  on  average.  In  terms  of  outcomes,  African  American 
beneficiaries  were  only  slightly  more  likely  to  be  hospitalized,  but 
were  substantially  more  likely  to  be  admitted  on  an  emergency  basis,  to 
be  an  outlier  case,  and  to  die  in  the  hospital.  In  addition,  the 
overall  mortality  rate  for  African  American  beneficiaries  was  almost  16 
percent  higher  than  for  other  beneficiaries.  These  differences 
generally  did  not  change  after  the  first  year  of  the  Medicare  Fee 
Schedule. 

The  Commission  has  been  able  to  analyze  the  experience  of  both  African 
American  and  Hispanic  beneficiaries  under  the  Medicare  Fee  Schedule 
using  data  from  the  Medicare  Current  Beneficiary  Survey  (CBS) .  The 
survey  sample  includes  12,000  beneficiaries  who  are  interviewed  three 
times  a  year.  Core  information  is  collected  on  utilization  of 
services,  expenditures,  health  insurance  coverage,  access  to  services, 
and  satisfaction  with  care  as  well  as  a  series  of  questions  on  health 
status,  physical  functioning,  and  demographic  characteristics. 

The  Commission  draws  on  the  CBS  to  supplement  its  analysis  of  claims 
data  for  its  annual  report  on  Medicare  beneficiary  access  that  is 
submitted  to  the  Congress  on  May  15.  Some  of  its  preliminary  findings 
are  also  included  in  its  Annual  Report  to  Congress,  1994,  which  will  be 
released  on  March  31.  Those  findings  show  that  African  American  and 
Hispanic  beneficiaries  are  more  likely  than  whites  to  not  see  a 
physician  when  they  have  a  health  problem.  They  are  also  less  likely 
to  have  a  particular  physician  as  a  usual  source  of  care.  Hispanics, 
along  with  the  disabled  and  those  without  supplemental  coverage,  are 
less  satisfied  with  the  availability  of  their  care.  On  the  other  hand, 
they  were  more  likely  to  strongly  agree  with  statements  that  their 
doctor  checks  everything  and  that  they  have  great  confidence  in  their 
doctor. 

Mr.  Serrano:  For  demographic  and  epidemiological  research,  should 
detailed  racial /ethnic  indicators,  including  Hispanic  subgroups,  be 
sought  on  this  sort  of  form,  or  are  there  other  points  at  which 
necessary  data  can  be  collected? 

Dr.  Eisenberg:  There  are  at  least  two  options  for  collecting  racial 
and  ethnic  indicators.  One  is  on  the  claim  form  completed  at  the  time 
that  health  services  are  delivered.  The  other  is  on  some  type  of 
enrollment  form  prepared  by  a  purchasing  group  such  as  a  health 
alliance,  by  a  health  plan,  by  a  data  clearinghouse,  or  by  some  other 
entity,  depending  on  how  health  system  reform  might  eventually  be 
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structured.  The  latter  approach  could  be  more  efficient  in  a  system 
that  had  some  form  of  centralized  insurance  enrollment,  since 
information  would  be  gathered  once  and  would  be  available  even  for 
those  people  who  had  no  contact  with  the  health  system.  The 
Commission,  however,  has  not  taken  any  position  on  how  specific  data 
elements  might  best  be  collected. 

ACCSSS  FOR  THE  POOR 

Mr.  Stokes:  What  activities  are  currently  underway  that  focus  on 
improving  access  to  and  assuring  quality  health  care  services  for  the 
poor? 

Dr.  Eisenberg:  A  number  of  projects  are  currently  underway  that  focus 
on  access  for  the  poor.  First,  as  part  of  its  ongoing  responsibility 
to  monitor  access  under  the  Medicare  program,  the  Commission  is 
examining  access  of  various  vulnerable  populations  of  Medicare 
beneficiaries,  including  residents  of  high-poverty  areas,  persons 
eligible  for  both  Medicare  and  Medicaid,  and  minorities.  The 
Commission  reviews  this  work  in  its  upcoming  annual  report  to  Congress 
and  will  issue  a  more  extensive  report  on  access  for  the  Medicare 
population  on  May  15,  1994. 

Second,  the  Commission  has  concerns  about  access  for  Medicaid 
beneficiaries  and  has  repeatedly  commented  that  Medicaid  fee  levels  in 
many  states  are  too  low  to  ensure  that  access  for  Medicaid 
beneficiaries  is  comparable  to  that  afforded  other  populations.  Given 
evidence  of  low  fees  and  barriers  to  access,  it  is  especially  important 
to  monitor  access  for  program  beneficiaries.  In  its  recent  annual 
report,  the  Commission  recommended  that  a  periodic  survey  of  Medicaid 
beneficiaries  in  all  states  should  be  conducted  to  monitor  their 
access.  With  such  a  tool,  the  Health  Care  Financing  Administration 
would  have  a  meaningful  tool  to  judge  whether  states  are  complying  with 
the  access  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1989. 
Under  health  system  reform,  such  a  survey  should  be  extended  to  cover 
all  of  the  poor. 

Through  a  pilot  study,  the  Commission  examined  the  feasibility  and 
costs  of  such  a  survey.  In  order  to  obtain  state -level  estimates  of 
how  Medicaid  access  compares  to  privately  insured  populations, 
telephone  and  in-person  interviews  with  between  30,000  and  45,000 
Medicaid  beneficiaries  would  be  required.  National  surveys,  such  as 
the  National  Health  Interview  Survey,  could  provide  comparative  data  on 
access  by  those  with  private  insurance.  Depending  on  the  final  design, 
such  an  endeavor  would  cost  between  $6  and  $12  million  per  survey. 

Third,  the  Commission's  1994  annual  report  includes  a  chapter  examining 
the  impact  of  system  reform  on  the  poor.  The  Commission  recommended 
that  reform  should  pay  special  attention  to  the  challenges  involved  in 
meeting  the  health  care  needs  of  the  poor.  In  particular,  sufficient 
choice  of  plans  and  providers  should  be  offered  with  payments  high 
enough  to  ensure  access.  If  the  Medicaid  program  is  continued  under 
reform,  payment  rates  should  be  raised  to  Medicare  levels.  Other 
recommendations  include  basing  eligibility  for  premium  subsidies  on 
income  rather  than  welfare  status,  reducing  cost-sharing  for  low- income 
individuals  eligible  for  premium  subsidies,  and  prohibiting  balance 
billing  of  these  individuals. 

Finally,  the  Commission  has  contracted  with  researchers  at  George 
Washington  University  to  develop  a  richer  understanding  of  successful 
programs  serving  inner-city  residents  and  to  identify  how  federal 
policy  could  be  used  to  influence  broader  development  of  such  efforts. 
This  project  has  three  components.  The  first  is  to  develop  criteria 
for  determining  programs'  success  in  delivering  medical  care  to  the 
underserved.  The  second  is  to  conduct  in-depth  case  studies  of  both 
programs  that  meet  the  criteria  and  those  that  do  not.  Four  sites  have 
already  been  selected,  reflecting  both  diverse  approaches  to  service 
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delivery  as  well  as  different  geographic  areas.  Less  successful 
comparison  sites  in  those  same  communities  will  soon  be  selected.  The 
third  component  will  elucidate  how  policy  could  influence  the 
development  of  similar  successful  programs.  The  Commission  will  draw 
on  the  findings  from  this  project  in  advising  the  Congress  on  aspects 
of  health  system  reform  that  affect  access  for  the  underserved. 

COLLABORATION  WITH  THE  AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

Mr.  Stokes:  What  collaborative  projects  does  the  Commission  have 
underway  with  the  Agency  for  Health  Care  Policy  and  Research? 

Dr.  Eisenberg:  The  Commission  does  not  have  formal  collaborative 
projects  that  it  conducts  with  the  Agency  for  Health  Care  Policy  and 
Research  (AHCPR) .  There  are  many  issues  on  which  the  Commission  and 
AHCPR  have  a  mutual  interest  and  on  which  there  are  informal  exchanges 
of  ideas  and  information  between  staff  of  the  two  organizations.  The 
Commission  takes  a  particular  interest  in  the  Agency's  work  on  outcomes 
and  effectiveness  research  and  the  development  of  practice  guidelines, 
because  of  its  recommendations  for  Medicare  reform  in  1989  that 
encouraged  the  Congress  to  create  an  agency  to  conduct  this  work.  In 
its  Annual  Report  to  Congress  1992,  the  Commission  reviewed  the 
progress  of  AHCPR  in  carrying  out  this  mandate.  It  continues  to  follow 
the  work  of  the  Agency  and  will  be  meeting  with  its  new  administrator 
at  its  upcoming  meeting  in  May. 

Mr.  Stokes:  Does  the  Commission  have  a  collaborative  relationship  with 
the  Agency  for  Health  Care  Policy  and  Research? 

Dr.  Eisenberg:  As  I  mentioned  earlier,  the  Commission  does  not  have  a 
formal  collaborative  relationship  with  the  Agency  for  Health  Care 
Policy  and  Research  (AHCPR) .  On  the  other  hand,  staff  of  the 
Commission  and  AHCPR  do  share  information  and  ideas  on  topics  of  mutual 
interest,  and  the  Commission  monitors  the  activities  of  the  Agency, 
particularly  in  the  areas  of  outcomes  and  effectiveness  research  and 
development  of  practice  guidelines.  The  Commission  has  met  with  the 
previous  administrator  of  AHCPR  and  plans  to  do  the  same  with  the  new 
administrator  at  its  May  meeting. 

RISK  ADJUSTMENT  AND  COMMUNITY  RATING 

Mr.  Stokes:  In  your  professional  judgement,  what  are  the  implications 
of  risk  adjustments  and  community  ratings  on  minority  communities, 
providers,  and  consumers?  Also,  in  your  professional  judgement,  what 
would  be  the  most  effective  way  to  utilize  risk  adjustments,  and  to  use 
community  ratings  in  these  instances,  and  in  undeserved  health  care 
areas? 

Dr.  Eisenberg:  The  effect  of  community  rating  on  minority  communities, 
providers,  and  consumers  depends  largely  on  the  way  that  community 
rating  areas  are  defined.  The  Commission  has  recommended  that 
community  rating  areas  should  include  undivided  metropolitan 
statistical  areas  without  regard  to  state  boundaries  and  could  include 
adjacent  rural  counties.  Further,  the  boundaries  of  community  rating 
areas  should  be  drawn  so  that  highly  populated  areas  are  not  divided 
and  so  that  lines  not  separate  areas  on  the  basis  of  health  status, 
race,  or  other  factors  on  which  insurance  premiums  should  not  vary. 

Within  a  community  rating  area,  it  is  important  to  protect  against  the 
consequences  for  certain  health  plans  that  might  draw  more  than  an 
average  number  of  individuals  who  are  older  or  have  poor  health  status. 
This  could  well  include  health  plans  that  disproportionately  served 
minority  communities.  The  use  of  risk  adjusters  based  on  age  or  health 
status  can  help  to  compensate  such  plans  and  thus  reduce  incentives  for 
them  to  avoid  enrolling  higher  risk  groups.  The  Commission  has 
recommended  that  such  risk  adjusters  be  used  under  health  system  reform 
as  soon  as  they  are  proved  to  be  effective.   In  addition,  it  has 
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suggested  that  a  risk  adjuster  based  on  eligibility  for  low-income 
premium  subsidies  might  serve  as  a  proxy  for  risk  in  order  to 
compensate  plans  for  the  presumed  higher  cost  of  treating  low- income 
enrollees.  Geographic  area  of  residence  (e.g.,  residence  in  a 
medically  underserved  area)  could  also  serve  as  a  proxy  for  risk,  on 
the  assumption  that  morbidity  is  higher  in  certain  areas.  It  would  at 
best  be  a  crude  measure  and  might  be  used  only  if  measures  of  health 
status  were  ineffective. 

Such  rules  and  procedures  could  help  to  protect  minority  communities, 
providers,  and  consumers.  But  in  addition,  it  would  be  important  to 
put  a  system  in  place  for  evaluating  the  impact  of  the  risk-adjustment 
system  on  both  health  plans  and  enrollees.  In  that  process,  special 
attention  could  be  given  to  the  implications  for  minority  communities, 
providers,  and  consumers. 

HEALTH  CARE  PROVIDERS  IN  UNDERSERVED  AREAS 

Mr.  Stokes:  In  your  professional  judgment,  as  we  consider  marketing 
strategies  with  respect  to  health  care  reform,  what  is  the  most 
effective  way  to  level  the  playing  field  for  health  care  providers 
dedicated  to  providing  quality  health  care  to  underserved  populations 
in  rural  and  inner- city  areas? 

Dr.  Eisenberg:  Insurance  coverage  has  not  made  mainstream  care 
available  to  Medicare  and  Medicaid  beneficiaries,  suggesting  that  there 
will  be  a  continuing  need  for  providers  that  have  long  served  the  poor. 
Among  these  are  physicians  located  in  underserved  areas,  community 
clinics,  and  hospital  outpatient  departments.  Whether  these  providers 
will  be  needed  only  in  the  short  term  or  will  continue  to  be  the 
principal  caregivers  for  vulnerable  populations  is  unclear  given 
uncertainty  about  the  impact  of  multiple  changes  that  will  occur  in  a 
reformed  system. 

Different  types  of  policies  may  be  needed  to  ensure  a  level  playing 
field  for  these  providers .  These  might  include  incentives  for 
providers  to  locate  in  underserved  areas,  such  as  bonus  payments, 
favorable  financing  for  construction,  expansion  or  renovation  of 
practice  sites,  and  loan  forgiveness  for  practitioners.  Enhanced 
payment,  either  in  the  form  of  a  special  needs  modifier  or  risk- 
adjusted  capitation  amounts,  might  also  encourage  providers  to  open 
their  practices  to  low-income  patients.  The  Commission  has  also 
recommended  that  if  Medicaid  is  continued  under  health  system  reform, 
Medicaid  fees  should  be  raised  to  Medicare  levels. 

As  discussed  in  the  Commission's  1994  annual  report,  the 
Administration's  proposal  includes  provisions  that  would  at  least  begin 
to  address  some  of  these  concerns.  First,  in  selecting  network 
providers,  plans  are  prohibited  from  discriminating  because  of  the 
providers'  own  sociodemographic  characteristics  or  those  of  their 
patients.  Second,  alliances  would  be  granted  authority  to  help 
providers  organize  their  own  health  plans  in  areas  with  inadequate 
health  services;  assistance  may  include  setting  up  and  administering 
the  plan,  as  well  as  arranging  for  favorable  financing.  In  addition, 
federal  grants  and  loan  guarantees  would  be  available  to  help  develop 
community-based  health  plans  and  practice  networks . 

The  Administration's  proposal  also  includes  special  payment  rules  for 
essential  community  providers  during  a  transition  period,  grants  to 
hospitals  serving  vulnerable  populations,  and  substantially  increased 
funding  for  community  and  migrant  health  centers.  Continued  funding 
for  these  providers  is  essential  under  reform  approaches  that  emphasize 
managed  competition. 

Even  so,  the  Administration's  proposal  may  not  ensure  the  development 
of  an  infrastructure  responsive  to  the  needs  of  the  poor.  It  is 
assumed,  for  example,  that  community-based  providers  will  continue  to 
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be  needed  only  for  five  years.  After  this,  the  bill  assumes  that  these 
providers  will  either  wither  away  because  they  are  no  longer  needed, 
integrate  into  existing  health  plans  or  bond  together  to  form  their  own 
health  plans.  Since  this  assumption  may  be  incorrect,  it  would  be 
important  to  monitor  the  impact  of  system  reform  on  these  procedures 
and  assess  the  effect  of  this  provision  before  special  payment  rvles 
are  eliminated. 

MEETING  THE  NEEDS  OF  THE  UNDBRSERVED 

Mr.  Stokes:  Elaborate  for  the  record  on  the  Commission's  initiatives 
that  are  underway  and  planned  with  respect  to  medicaid  patients  and 
undeserved  populations . 

Dr.  Eisenberg:  The  Commission  is  concerned  that  Medicaid  fees  are  too 
low  to  ensure  access  to  care  for  Medicaid  beneficiaries.  Currently, 
Medicaid  fees  are  about  73  percent  of  Medicare  levels  and  47  percent  of 
the  rates  paid  by  private  insurers. 

Since  Medicaid  fees  are  low  and  there  is  additional  evidence  of  access 
barriers,  it  is  important  to  monitor  access  for  Medicaid  beneficiaries. 
Last  year  the  Commission  recommended  that  HCFA  develop  a  national 
Medicaid  claims  and  eligibility  data  system  for  monitoring  access. 
This  year  the  Commission  developed  and  pilot-tested  a  Medicaid  access 
survey.  Given  the  success  of  that  survey,  the  Commission  will 
recommend  a  periodic  survey  of  Medicaid  beneficiaries  in  all  states  in 
its  upcoming  Annual  Report  to  Congress,  1994.  With  these  data  sets, 
HCFA  will  have  meaningful  tools  to  judge  whether  states  are  complying 
with  the  OBRA89  access  provisions,  ensuring  that  the  access  of  Medicaid 
beneficiaries  is  comparable  to  that  of  the  general  population. 

In  addition  to  its  work  on  Medicaid,  the  Commission  will  make 
recommendations  concerning  methods  to  overcome  barriers  to  care  for  the 
poor  in  general  in  its  Annual  Report  to  Congress  to  be  submitted  on 
March  31,  1994.  These  recommendations  reflect  the  work  that  the 
Commission  has  undertaken  in  this  area  during  the  past  year. 

The  Commission  argues  that  health  system  reform  should  pay  attention  to 
the  challenges  involved  in  meeting  the  health  care  needs  of  the  poor. 
In  particular,  sufficient  choice  of  plans  and  providers  should  be 
offered,  with  provider  payments  high  enough  to  ensure  access.  If  the 
Medicaid  program  is  continued  under  health  system  reform,  payment  rates 
should  be  raised  to  Medicare  levels . 

Significant  cost  sharing  (copayments  and  deductibles)  could  also 
restrict  access  or  pose  serious  financial  burdens.  The  Commission 
recommends  that  a  lower  rate  of  cost  sharing  should  apply  to  those  low- 
income  persons  whose  premiums  are  subsidized.  If  the  cost  sharing  is 
more  than  nominal,  a  catastrophic  limit  on  cost  sharing,  lower  than 
that  applied  to  the  general  population,  should  be  established  for  low- 
income  individuals.  Eligibility  for  reduced  cost  sharing  should  be 
determined  and  financed  by  government  rather  than  be  health  plans  or 
providers.  Eligibility  should  be  based  on  income  rather  than  welfare 
status. 

The  Commission  has  been  studying  the  types  of  providers  who  serve  the 
poor  and  is  in  the  process  of  trying  to  identify  those  characteristics 
that  are  associated  with  successful  programs.  It  believes  that  any 
proposal  that  provides  coverage  for  the  poor  must  consider  whether  low- 
income  populations  would  be  better  served  by  policies  that  emphasize 
access  to  mainstream  care  or  support  alternative  delivery  systems 
designed  to  serve  the  poor.  It  may  be  that  the  most  effective  strategy 
for  extending  access  will  vary  across  communities.  If  providing  access 
to  mainstream  care  is  a  goal,  then  reforms  should  create  incentives  for 
private  practice  and  managed  care  in  underserved  areas  and  furnish 
special  supports,  such  as  outreach  and  case  management,  that  help  the 
underserved  gain  access  to  the  health  care  system. 
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Because  insurance  coverage  alone  has  not  opened  mainstream  care  to  some 
vulnerable  populations  covered  by  Medicaid,  many  see  a  continuing  role 
for  providers  that  have  traditionally  served  low-income  and  hard-to- 
reach  populations,  such  as  community  health  centers  and  hospital 
clinics.  The  Commission  endorses  continued  funding  of  essential 
community  providers  during  a  transition  period.  Monitoring  access  and 
maintaining  support  for  those  that  continue  to  play  an  important  role 
in  meeting  the  needs  of  underserved  populations  should  be  an  integral 
part  of  reform. 

Mr.  Stokes:  What  incentives  for  increasing  the  number  of  health  care 
providers  in  rural  and  inner-city  areas  has  the  Commission  explored? 
What  were  the  results? 

Dr.  Eisenberg:  The  Commission  has  long  been  interested  in  the  use  of 
payment  policies  to  improve  access  for  the  underserved.  In  advancing 
the  goals  of  Medicare  payment  reform,  the  Commission  in  1987 
recommended  using  a  bonus  payment  to  supplement  Medicare's  payment  and 
to  complement  other  federal  policies  to  improve  access.  It  concluded 
that  in  certain  areas  where  payments  were  historically  low,  additional 
financial  incentives  would  be  necessary  to  ensure  adequate  access. 
Correspondingly,  the  Congress  instituted  a  5  percent  bonus  payment, 
which  began  in  1989,  for  all  Medicare  physicians'  services  delivered  in 
rural  Health  Professional  Shortage  Areas  (HPSAs)  having  the  most  severe 
physician  shortages.  In  1991,  the  bonus  was  increased  to  10  percent 
and  extended  to  services  delivered  in  all  urban  as  well  as  rural  HPSAs. 

Bonus  payments  potentially  can  improve  access  to  health  care  either  by 
attracting  physicians  to  underserved  areas,  or  by  encouraging  those 
already  practicing  there  to  stay.  Increased  payment  could  also 
influence  physicians'  preferences  to  serve  certain  patients.  Previous 
review  of  relevant  literature  has  indicated  that  physician  location  and 
retention  decisions  are  somewhat  influenced  by  financial  factors.  The 
Commission,  in  its  Annual  Report  to  Congress  1992,  gave  this  issue 
particular  consideration,  concluding  that  payment  incentives  appear  to 
have  greater  potential  for  retaining  physicians  currently  located  in 
underserved  areas  than  for  attracting  new  physicians. 

Due  to  the  gradual  and  relatively  recent  introduction  of  bonus 
payments,  it  is  difficult  to  draw  conclusions  about  the  effectiveness 
of  the  program  in  meeting  its  long  term  goals  of  improving  physician 
supply  and  thereby  beneficiary  access  in  underserved  areas.  Using 
claims  data,  however,  the  Commission  has  been  able  to  assess  such 
intermediate  goals  as  securing  physician  awareness  of  eligibility  for 
bonus  payments,  targeting  underserved  beneficiaries,  and  efficient 
administration. 

Early  program  performance  is  generally  favorable.  An  increasing  number 
of  physicians  are  claiming  the  bonus  payments.  In  both  rural  and  urban 
HPSAs,  a  significant  share  of  the  bonus  payments  supports  services  for 
vulnerable  populations,  particularly  poor  beneficiaries.  Significant 
targeting  of  primary  care  physicians  and  primary  care  services  has  also 
been  achieved.  The  primary  care  orientation  is  stronger  in  rural 
areas,  however,  and  the  incidence  of  bonuses  being  paid  for 
beneficiaries  who  do  not  live  in  HPSAs  is  more  prevalent  in  urban 
areas.  While  this  reflects  differences  in  resources  and  patterns  of 
care  between  rural  and  urban  areas,  this  is  partly  due  to  the 
difficulty  in  distinguishing  urban  HPSAs  with  available  data. 

The  Commission  also  reiterated  several  recommendations  it  made 
previously  to  extend  bonus  payments  to  nonphysician  practitioners,  to 
continue  bonus  payments  for  an  additional  period  of  time  in  areas  that 
lose  their  HPSA  designations  due  to  an  increase  in  the  physician-to- 
population  ratio,  and  to  provide  bonus  payments  in  all  nonmetropolitan 
counties  where  the  poverty  rate  exceeds  25  percent.  Because  of  the 
difficulty  of  clearly  defining  the  geographic  boundaries  of  inner-city 
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areas,  further  work  will  be  necessary  to  determine  how  this  latter 
recommendation  could  be  applied  to  urban  areas. 

PERFORMANCE  MEASURES  TO  ASSESS  QUALITY 

Mr.  Stokes:  To  what  extent  is  the  Commission  examining,  in  an  effort 
to  identify  the  most  appropriate,  performance  measures  against  which  to 
assess  the  quality  of  care  under  the  reformed  health  care  system? 

Dr.  Eisenberg:  The  Commission  devotes  a  chapter  of  its  upcoming  Annual 
Report  to  Congress,  1994  to  quality  assurance  and  quality  improvement. 
While  health  system  reform  will  present  opportunities  for  more 
systematic  approaches  to  ensuring  high  quality  medical  care,  the 
Commission's  recommendations  are  equally  applicable  to  the  current 
system.  In  the  area  of  performance  measures,  the  Commission  recommends 
that  the  federal  government  mandate  certain  core  measures  of  quality 
for  all  health  plans,  although  supplemental  measures  could  vary  by 
community.  Quality  measures  should  be  identical  for  all  health  plans 
in  a  given  market. 

Given  the  evolution  of  quality  measures,  it  would  be  difficult  and 
unwise  to  legislate  specific  measures  of  quality.  That  should  be  done 
through  regulation.  The  Commission  has,  however,  developed  general 
principles  to  guide  selection  and  development  of  quality  measures. 
First,  measures  that  could  significantly  improve  the  process  of 
providing  care  and  access  to  care  should  be  selected  and  tested  for 
national  use.  Second,  measures  should  span  many  dimensions  of  care, 
including  quality,  acceptability  of  the  care  to  the  patients,  and 
accessibility  of  the  care  provided.  Third,  measures  should  encompass 
the  range  of  medical  services  provided.  Fourth,  high  risk  services 
should  be  represented  because  these  have  the  potential  for  medical 
injuries  or  death.  Fifth,  quality  measures  should  encompass  preventive 
services  because  they  have  the  potential  to  reduce  the  incidence  of 
illness.  Generally,  quality  measures  should  include  the  structure  of 
the  delivery  organization,  the  process  used  in  providing  care,  and  the 
outcomes  of  that  care. 
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EXECUTIVE  SUMMARY 

The  Physician  Payment  Review  Commission  was  established  in  the  Consolidated  Budget 
Reconciliation  Act  of  1985  (Public  Law  99-272)  as  an  advisory  body  to  the  Congress  on  issues 
related  to  physician  payment  reform.  The  scope  of  the  Commission's  work  has  broadened  over 
the  years  as  the  Congress  has  added  issues  related  to  payment,  cost  control,  access,  and 
quality  to  its  mandate. 

The  Commission's  original  charge  was  to  recommend  changes  in  the  way  the  Medicare  program 
pays  physicians.  This  mandate  was  expanded  in  1988  to  encompass  consideration  of  policies 
to  slow  the  growth  in  expenditures  for  physicians'  services.  In  its  1989  annual  report,  the 
Commission  proposed  a  fee  schedule  based  on  resource  costs  to  replace  the  charge-based 
Medicare  payment  system,  limits  on  what  physicians  could  charge  beneficiaries  above  the  fee 
schedule  amount,  expenditure  targets  to  constrain  program  outlays,  and  federal  support  for 
research  on  the  effectiveness  of  medical  services  and  the  development  of  practice  guidelines. 
The  Medicare  physician  payment  reform  included  in  the  Omnibus  Budget  Reconciliation  Act  of 
1989  (OBRA89)  contained  each  of  these  elements.  The  legislation  also  gave  the  Commission 
new  responsibilities  for  advising  the  Congress  on  setting  standards  for  expenditure  growth, 
updating  fees,  and  monitoring  beneficiary  access  and  financial  protection. 

In  OBRA90,  the  Congress  substantially  expanded  the  Commission's  mandate.  In  addition  to  its 
ongoing  work  on  Medicare,  it  began  to  focus  on  improving  access  under  the  Medicaid  program 
and  the  broader  system  reform  issues  of  controlling  the  costs  of  employment-based  health  plans, 
physician  training  and  licensure,  medical  malpractice  reform,  and  ensuring  quality  of  care. 
During  the  past  few  years,  the  Commission  has  integrated  its  work  on  Medicare  into  this  larger 
set  of  issues  so  that  it  is  now  in  a  strong  position  to  advise  the  Congress  on  health  care  reform. 

In  the  past  year,  the  Commission  submitted  the  five  reports  it  prepares  annually  and  two  special 
reports  to  the  Congress.  It  testified  before  the  Congress  1 1  times  on  a  range  of  topics  related 
to  both  Medicare  and  health  system  reform,  as  well  as  participating  in  congressional  briefings. 
It  held  8  public  meetings  and  its  annual  hearing  in  which  37  groups  testified  and  27  groups 
submitted  written  statements. 

Because  of  the  importance  of  health  system  reform  in  the  Congress  this  year,  the  Commission 
developed  its  work  plan  in  consultation  with  key  members  and  staff  to  ensure  that  it  would  be 
in  a  position  to  provide  the  most  useful  analysis  and  advice.  The  work  plan  encompasses  a 
range  of  issues  related  to  restructuring  the  ways  in  which  health  services  are  organized,  paid  for, 
and  delivered.  It  also  addresses  a  series  of  complementary  reform  issues  including  workforce 
policy,  medical  malpractice  reform,  technology  assessment,  quality  assurance,  access  for  the 
poor,  and  the  data  needs  of  a  reformed  system.  Along  with  these  issues,  the  Commission  will 
continue  its  ongoing  work  on  monitoring  and  updating  the  Medicare  payment  system  and 
addressing  access  problems  for  Medicaid  beneficiaries. 

The  Commission  has  been  able  to  meet  the  ambitious  goals  reflected  in  its  annual  work  plans 
in  large  measure  because  of  its  highly  trained  and  productive  staff.  It  has  found  from  experience 
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that  its  effectiveness  in  meeting  congressional  needs  can  best  be  maintained  by  the  staff 
conducting  most  of  its  work  and  judicious  use  of  outside  contractors  who  are  closely  managed. 
The  Commission's  facility  and  expertise  in  drawing  on  multiple  sources  of  data  is  a  major 
strength  of  its  work  but  one  that  requires  a  substantial  commitment  of  resources  for  database 
development  and  computer  services. 

To  carry  out  its  work,  the  Commission  is  requesting  $4,176,121  for  fiscal  year  1995.  This 
funding  level  is  essentially  the  same  as  the  Commission's  FY  1994  appropriation,  the  difference 
being  only  $5,121 .  The  Commission  has  continued  the  efforts  to  both  introduce  efficiencies  into 
its  operations  and  to  fine  tune  its  budget  that  allowed  it  to  request  a  modest  reduction  in  funding 
last  year  and  to  request  nearly  the  same  appropriation  level  for  fiscal  year  1995.  The  major 
portion  of  the  Commission's  budget  continues  to  be  allocated  to  several  key  budget  items: 
staffing,  policy  analysis  and  data  development  (outside  contracts),  and  computer  and 
programming  services.  The  Commission  is  proposing  modest  increases  in  the  first  two 
categories  and  a  reduction  in  the  third.  The  Commission's  proposed  budget  for  FY  1995  reflects 
its  effort  to  restrain  its  costs  while  ensuring  adequate  funding  to  carry  out  its  work.  It  looks 
forward  to  a  particularly  exciting  and  active  year  assisting  the  Congress  in  its  development  of 
health  system  reforms. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Appropriation  Language 


General  and  Special  Funds: 


SALARIES  AND  EXPENSES 


For  expenses  necessary  to  carry  out  Section  1845(a)  of  the  Social  Security  Act,  [$4,171,000] 
$4,176,121  is  to  be  transferred  to  this  appropriation  from  the  Federal  Supplementary  Insurance 
Trust  Fund. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Authorizing  Legislation 

The  Congress  created  the  Commission  in  section  9305  of  the  Consolidated  Omnibus  Budget 
Reconciliation  Act  of  1985  (P.L.  99-272).  It  authorized  appropriations  of  "such  sums  as  may  be 
necessary  to  cany  out  the  provisions"  of  the  section.  The  funds  would  be  payable  from  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund. 

The  Commission's  mandate  was  expanded  twice,  once  in  the  Technical  and  Miscellaneous 
Revenue  Act  of  1988  (PL.  100-647)  and  again  in  section  4118  of  the  Omnibus  Budget 
Reconciliation  Act  of  1990  (P.L.  101-508).  The  authorization  for  the  appropriation  of  necessary 
funds  for  the  Commission  to  conduct  its  work  remains  unchanged. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Authorizing  Legislation 


PPRC 

1.  Administration 
and  Management 

2.  Policy  Analysis  and 

Data  Development 


1994  1995  1995 

Amount  1994  Amount  Budget 

Authorized1      Estimate  Authorized       Reguest 


$  3,401,000 


$     770,000 


$  3,386,101 


$     790,020 


1The  Commission's  authorizing  legislation,  P.L.  99-272,  Section  9305(d),  stipulates  the 
expenditures  of  "such  sums  as  necessary." 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Budget  Authority  by  Activity 
(Budget  Authority  in  Thousands) 


Administration  and 
Management 

Policy  Analysis  and 
Data  Development 


1994  Base 
FTE  Amount 


26 


n/a 


$3,401,000 


770,000 


1995  Estimate 
FTE  Amount 


26 


n/a 


$3,386,101 


790,020 


Total 


n/a 


$4,171,000 


n/a 


$4,176,121 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Salaries  and  Expenses  by  Object  Classification 
(in  thousands  of  dollars) 
95-1000-1-1-801 


1994  1995 

Estimate  Estimate 


Personnel  Compensation. 

11.1      Fulltime  permanent   

1 1 .3     Other  than  fulltime  permanent   .  . 

1 1 .9     Total  personnel  compensation  .  . 

12.1      Personnel  benefits: 

Civilian 

21.0  Travel  and  Transport  of  Things    . 

23.1  Standard  level  user  charges    . .  . 

23.2  Communications,  utilities,  and 

other  rent 

24.0  Printing  and  reproduction 

25.0  Other  services 

26.0  Supplies  and  Materials    

31 .0  Equipment    


99.9      TOTAL  OBLIGATIONS    4,171,000  4,176,121 


1,314,873 

1,367,489 

135,926 

125,141 

1,450,759 

1,492,630 

377,201 

425,400 

121,000 

124,146 

148,000 

151,848 

911,800 

711,820 

100,000 

120,460 

996,200 

1022,101 

38,500 

39,501 

27.500 

28.215 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Summary  of  Changes 


Budget 

Unobligated 

Authority 

Balance 

Incurred  Net 

Obligations 

FY  94  Current  Appropriation 

$4,171,000 

-0- 

$4,171,000 

FY  95  Estimate 

$4,176,121 

-0- 

4.176.121 

Net  Change 

$ 

5,121 

-0- 

$      5,121 

1 

1 994  Base 

Chanqe  from  Base 

Pos. 

Budget 

Pos.     1995  Budget 

Increases: 

(FTE) 

Authority 

(FTE) 

Reauest 

1.  Salaries 

Fulltime  Staff 

26 

$1.3 

26 

$  52,616 

n/a 

377,201 

n/a 

48,199 

3.  Travel 

n/a 

121,000 

n/a 

3,146 

4.  Other  Communications 

Telephones/Postage    .... 

n/a 

70,000 

n/a 

1,820 

5.  SLUC/Space  Rent 

n/a 

148,000 

n/a 

3,848 

6.  Printing/Reproduction 

n/a 

100,000 

n/a 

20,460 

7.  Other  Commercial  Contracts 

n/a 

185,000 

n/a 

4,810 

GSA  Support  Services  .  .  . 

n/a 

41,200 

n/a 

1,071 

8.  Policy  Analysis/Research  Studies    n/a 

770,000 

n/a 

20,020 

9.  Supplies  and  Publications    . 

n/a 

38,500 

n/a 

1,001 

10.  Equipment   

n/a 

27,500 

n/a 

715 

Subtotal 

n/a 

$3,193,234 

n/a 

157,706 

Decreases: 

1.  Salaries 

Commission  Members   ...  2  $  135,926 

2.  Mainframe  Computing/ADP  n/a  841,800 


2       $  (10,785) 
n/a        (141,800) 


Subtotal 

No  Change: 

1 .  Other  Compensation 


n/a        $  977,726 


n/a 


n/a    $  (152,585) 


n/a 


-0- 


TOTAL  NET  CHANGE 


n/a        $4,171,000 


n/a      $      5,121 


237 


PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

FY  1995  Budget  Activity  by  Object  Classification 
(in  thousands  of  dollars) 


OBJECT  CLASSIFICATION: 


FY  1994 
BUDGET  PLAN 


FY  1995 
REQUEST 


Salaries: 

Fulltime  Staff 
Other  Than  Fulltime 

(1.315) 
(136) 
1,451 

(1.368) 
(125) 
1,493 

Benefits: 
Travel: 

377 
121 

425 
124 

Standard  Level  User  Charges: 

148 

152 

Communications,  Utilities, 
and  Other  Rent 
Mainframe  Computer  Services 
Telephone      

(842) 
(20) 
(50) 
912 

(700) 
(20) 

Postage          

(51) 

771 

Printing  &  Reproduction    .  . 

100 

120 

Other  Services: 

Research  Data/Policy  Analysis 

Studies 

Other  Contracts 

(meetings,  etc.)  . . 
GSA  Services    .... 

(770) 

(185) 
(41) 
996 

(790) 

(190) 

(42) 

1022 

Supplies  and  Materials: 

Supplies   

Publications/Materials 

(25) 

(135) 

38.5 

(26) 

(14) 

40 

Equipment: 

Computers    

Furnishings 

(14.5) 

(13) 

27.5 

(15) 

(13) 

28 

Total  Obligations: 

4,171 

4.1761 

1  May  not  add  to  exact  total  due  to  rounding  of  individual  category  subtotals. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Salaries  and  Expenses 


DETAIL  OF  PERMANENT  POSITIONS  AND 
FULL-TIME  EQUIVALENT  EMPLOYMENT 

95-1000-1-1-801 

1993 
Actual 

1994 
Estimate 

1995 

Request 

Executive  Level 

2 

2 

2 

GS/GM 

15 

4 

3 

3 

GS/GM 

14 

7 

6 

7 

GS/GM 

12-13 

3 

4 

6 

GS9 

11 

3 

4 

3 

GS 

6-8 

3 

4 

3 

Current  total  number  of  fulltime  permanent 
positions  filled 

Anticipated  vacancies  to  be  filled 
by  end  of  fiscal  year 

Total  hours  worked 

Total  of  compensable 
fulltime  equivalent  employment 

Average  ES  Level1 

Average  ES  Salary 

Average  GS/GM  Grade1 

Average  GS/GM  Salary 


22 


23 


24 


n/a 

3 

2 

44.700  (actual) 

52.000  (est) 

52.000  (est) 

21.7  (actual) 

25.00  (est) 

25.00  (est) 

n/a 

n/a 

n/a 

113,927 

113.927 

113.927 

n/a 

n/a 

n/a 

41.825 

42.615 

44.146 

1  This  schedule  is  for  comparison  only,  as  the  Commission  does  not  use  the  formal  government  scale 
(GS)  or  Executive  Level  scale  in  establishing  salary  levels  for  each  position.  Salaries  are  negotiated 
individually.  The  Commission's  statute  mandates  that  Commission  Members  be  compensated  for  the  time 
devoted  to  Commission  business  at  ES  Level  IV.  The  total  compensable  work  time  for  the  thirteen  (13) 
Members  is  equivalent  to  two  (2.0)  full-time  positions. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Amounts  Available  for  Obligation 


1993 
Actual 

1994 
ADDroDriation 

1995 

Estimate 

Appropriation 

$4,414,511 

$4,171,000 

4,176,121 

Unobligated  balance 
start  of  year 

-0- 

-0- 

-0- 

Unobligated  balance 
lapsing 

-0- 

-0- 

-0- 

TOTAL  OBLIGATIONS       $4,414,511  $4,171,000      $4,176,121 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Appropriation  History  Table 

Budget 


Estimate 

House 

Senate 

, 

to  Congress 

Allowance 

Allowance 

Appropriation 

1987 

$1,001,000 

$1,000,000 

$1,000,000 

$1,000,000 

1988 

$3,210,000 

$2,997,000 

$2,997,000 

$2,997,0001 

1989 

$3,059,000 

$3,059,000 

$2,897,000 

$2,897,000 

1990 

$3,722,000 

$3,847,000 

$3,847,000 

$3,806,000 

1991 

$3,871,000 

$3,871,000 

$3,871,000 

$3,778,000 

1992 

$4,495,000 

$4,300,000 

$4,495,000 

$4,398,000 

1993 

$4,496,000 

$4,451,000 

$4,451,000 

$4,415,000 

1994 

$4,171,167 

$4,171,000 

$4,171,000 

$4,171,000 

1995 

$4,176,121 

1  Total  appropriation  for  Fiscal  Year  1988  only;  actual  FY  1988  budget  plan  included  FY  1987  carryover 
amount  of  $127,000. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
FY  1995  Budget  Justification 


INTRODUCTION 

The  Physician  Payment  Review  Commission  was  established  in  the  Consolidated  Omnibus 
Budget  Reconciliation  Act  of  1985  (Public  Law  99-272).  It  is  an  advisory  body  to  the  Congress 
comprised  of  13  members  who  are  appointed  by  the  Office  of  Technology  Assessment.  The 
scope  of  the  Commission's  work  has  broadened  over  the  years  as  the  Congress  has  added 
issues  related  to  payment,  cost  control,  access,  and  quality  to  its  mandate. 

The  Commission's  original  charge  was  to  recommend  changes  in  the  way  the  Medicare  program 
pays  physicians.  This  mandate  was  broadened  in  the  Technical  And  Miscellaneous  Revenue 
Act  of  1988  (P.L.  100-647)  to  encompass  consideration  of  policies  to  slow  the  growth  in 
expenditures  for  physicians'  services. 

The  Commission's  first  annual  report,  submitted  to  the  Congress  in  March  1987,  set  the  stage 
for  recommendations  that  would  come  two  years  later  on  a  comprehensive  reform  of  Medicare 
physician  payment  policy.  In  its  1989  annual  report,  the  Commission  proposed  a  fee  schedule 
based  on  resource  costs  to  replace  the  charge-based  Medicare  payment  system,  limits  on  the 
amounts  physicians  could  charge  above  the  fee  schedule  as  a  protection  for  beneficiaries, 
expenditure  targets  to  constrain  program  outlays,  and  federal  support  for  research  on  the 
effectiveness  of  medical  services  and  the  development  of  tools  to  aid  physicians  in  improving 
medical  practice.  The  Medicare  physician  payment  reform  included  in  the  Omnibus  Budget 
Reconciliation  Act  of  1989  (OBRA89)  contained  each  of  these  elements.  The  legislation  also 
gave  the  Commission  new  responsibilities  for  advising  the  Congress  on  setting  standards  for 
expenditure  growth  and  updating  fees,  monitoring  beneficiary  access  and  financial  protection, 
and  addressing  unresolved  issues  related  to  the  implementation  of  the  Medicare  Fee  Schedule. 

In  1990,  the  Commission  began  to  expand  the  scope  of  its  work  beyond  both  payment  issues 
and  the  Medicare  program.  First,  the  Congress  called  for  a  special  study  of  physician  payment 
under  the  Medicaid  program  in  OBRA89.  It  then  substantially  expanded  the  Commission's 
mandate  in  OBRA90,  adding  to  its  ongoing  work  on  Medicare  the  issue  of  improving  access 
under  the  Medicaid  program  and  the  broader  system  reform  issues  of  controlling  the  costs  of 
employment-based  health  plans,  physician  training  and  licensure,  medical  malpractice  reform, 
and  ensuring  quality  of  care.  During  the  past  few  years,  the  Commission  has  integrated  its  work 
on  Medicare  into  this  larger  set  of  issues  so  that  it  is  now  in  a  strong  position  to  advise  the 
Congress  on  health  care  reform. 

The  Commission  carries  out  its  work  with  the  support  of  an  Executive  Director  and  up  to  25  staff 
members.  It  has  followed  established  operating  policies  for  meeting  its  responsibilities  since  it 
began  its  work  in  1986.  It  holds  at  least  seven  public  meetings  and  hearings  each  year  and  has 
set  up  processes  to  ensure  substantial  participation  in  its  work  by  interest  groups  and  experts 
concerned  with  the  issues  on  its  work  plan. 

The  Commission  also  coordinates  with  the  Prospective  Payment  Assessment  Commission 
(ProPAC)  on  overlapping  issues  of  hospital  and  physician  payment.    This  year,  the  liaison 
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committee  made  up  of  members  from  the  two  commissions  focused  on  issues  related  to 
graduate  medical  education  reform  and  payment  for  practice  expense  in  the  hospital  outpatient 
setting  and  in  physicians'  offices.  Commission  staff  also  provided  ProPAC  staff  with  Medicare 
Part  B  price  indices  to  assist  them  in  their  work. 

The  sections  that  follow  review  the  Commission's  accomplishments  in  the  past  year,  describe 
the  Commission's  work  plan  for  fiscal  year  1994,  and  explain  how  the  funds  for  FY  1995  would 
be  used  to  support  the  Commission's  work 


ACCOMPLISHMENTS 

This  has  been  a  particularly  important  year  for  the  Commission  because  of  the  priority  placed 
on  health  system  reform  by  both  the  Congress  and  the  Administration.  While  continuing  its  work 
on  Medicare  and  Medicaid,  the  Commission  devoted  considerable  time  early  in  the  year  to 
defining  the  issues  that  would  be  central  to  the  debate  on  health  system  reform.  In  consultation 
with  key  members  and  staff  of  the  Congress,  it  shaped  a  work  plan  that  would  provide  the  most 
useful  analysis  and  advice.  The  Commission  devoted  several  chapters  of  its  Annual  Report  to 
Congress  1993  to  issues  related  to  cost  containment  and  quality  improvement,  graduate  medical 
education  reform,  and  developing  a  national  data  system.  That  its  upcoming  annual  report  will 
contain  15  chapters  on  different  aspects  of  system  reform  is  an  indication  of  the  expanded  effort 
the  Commission  has  devoted  to  these  issues  in  the  past  year.  It  has  kept  the  Congress  informed 
of  its  progress  on  these  and  other  issues  through  informal  briefings  and  testimony  at  hearings 
throughout  the  year.  Its  focus  on  cost  containment,  workforce  and  other  complementary  policies, 
the  organization  and  delivery  of  health  services,  access,  and  quality  reflects  the  areas  in  which 
it  has  developed  substantial  expertise. 

Commission  Reports  to  the  Congress 

The  Commission  submitted  seven  reports  to  the  Congress  last  year.  It  reviewed  issues  related 
to  system  reform,  Medicare  and  Medicaid  in  it  Annual  Report  to  Congress  1993.  It  issued  two 
special  reports  in  response  to  congressional  requests:  the  first  was  on  expenditure  limits  and  rate 
setting,  and  the  second  examined  the  response  of  radiologists  to  changes  in  payments  under 
the  Medicare  Fee  Schedule.  In  addition,  the  Commission  submitted  the  reports  it  prepares 
annually  on  Medicare  Volume  Performance  Standards,  access  of  Medicare  beneficiaries, 
beneficiary  financial  protection,  and  comments  on  the  President's  budget. 

Annual  Report  to  Congress  1993.  The  Commission's  Annual  Report  to  Congress  1993 
reflected  its  broadened  mandate  with  several  chapters  on  cost  and  quality  aspects  of  health 
system  reform.  These  included  an  examination  of  the  two  major  strategies  to  contain  costs:  rate 
setting  and  managed  competition.  While  both  of  these  approaches  offer  significant  potential  to 
do  better  at  containing  costs  than  current  policies,  the  potential  shortfall  between  theory  and 
practice  creates  serious  risk.  This  is  because  the  evidence  is  less  compelling  than  it  appears 
and  because  successes  may  not  generalize  readily.  For  rate  setting,  the  potential  for  shortfall 
comes  in  two  areas:  the  ability  of  the  political  system  to  constrain  payment  rates  substantially 
over  the  long  term  and  the  effectiveness  of  programs  to  make  medical  practice  more  effective. 
For  managed  competition,  the  possible  shortfalls  include  whether  a  market  can  be  structured  in 
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which  health  plans  compete  vigorously  on  price  and  quality  of  care  and,  if  so,  whether 
consumers  will  choose  among  the  lower-priced  plans. 

The  risks  that  either  strategy  might  achieve  much  less  in  cost  containment  and  quality 
enhancement  than  is  envisioned  in  the  respective  theories  led  the  Commission  to  explore  ways 
in  which  elements  of  each  can  be  combined.  Combination  of  managed  competition  with  rate 
setting  could  be  seen  as  a  phased  application  of  cost-containment  technology  as  it  is  developed. 
Knowledge  of  how  to  set  rates  is  available  now  (drawing  extensively  on  the  Medicare 
experience),  whereas  mechanisms  organized  systems  of  care  are  at  an  earlier  stage  of 
development.  From  the  practical  perspective  of  policy  implementation,  such  combined 
approaches  show  substantial  promise. 

The  Commission  also  made  recommendations  in  two  additional  areas  relevant  to  health  system 
reform:  a  national  data  strategy  and  restructuring  graduate  medical  education.  Specifically,  the 
Commission  recommended  creating  a  national  data  system  that  uses  regional  boards  or  carriers 
to  collect  raw  claims  data  from  individual  payers,  much  like  the  current  Medicare  system.  The 
carriers  would  verify  the  data  and  aggregate  information  to  be  used  by  the  local  community  and 
the  federal  government  for  various  monitoring,  quality  improvement,  and  regulatory  functions. 
The  Commission  further  recommended  federal  support  for  development  of  improved  quality 
measures  and  better  methods  of  risk  adjustment. 

The  Commission's  recommendations  on  a  system  of  financing  graduate  medical  education  are 
intended  to  limit  future  growth  in  resident  supply,  rationalize  the  allocation  of  residency  positions, 
and  make  entities  sponsoring  training  programs  more  accountable  for  meeting  national  health 
needs.  This  system  would  include  an  all-payer  financing  pool  to  support  the  direct  costs  of 
graduate  medical  education,  a  congressionally  set  limit  on  the  total  number  of  residencies  to  be 
funded  from  the  pool,  a  deliberative  process  for  allocating  residencies  across  specialties, 
decisions  on  which  residency  slots  in  a  specialty  would  be  funded  to  be  made  on  the  basis  of 
educational  quality,  and  transitional  financial  relief  to  certain  teaching  hospitals  that  lose 
residents  but  still  must  meet  essential  service  needs. 

The  report  also  looked  back  at  the  first  year's  experience  under  the  Medicare  Fee  Schedule, 
fulfilling  the  Commission's  responsibilities  to  monitor  the  implementation  of  Medicare  payment 
reform  and  offering  insights  for  the  design  of  health  system  reform.  In  addition  to  consideration 
of  the  impact  of  the  fee  schedule  on  physicians  and  beneficiaries,  it  presented  new  information 
on  how  private  payers  and  state  Medicaid  programs  have  been  incorporating  elements  of  the 
Medicare  Fee  Schedule  into  their  payment  policies. 

Overall,  the  implementation  of  the  fee  schedule  has  gone  quite  well.  The  major  fears  that  were 
raised  by  some  -  on  the  one  hand,  that  many  physicians  would  no  longer  treat  Medicare 
beneficiaries  and,  on  the  other  hand,  that  costs  would  increase  sharply  due  to  physicians' 
increasing  volume  of  services  -  have  been  shown  to  be  clearly  unfounded.  The  transition  to  the 
fee  schedule  has  begun  shifting  payments  toward  evaluation  and  management  services  and 
those  specialties  that  provide  them.  Medicare's  relative  value  scale  has  also  been  well- 
accepted  by  private  insurers  and  Medicaid  programs. 

The  annual  report  also  covered  potential  refinements  to  the  fee  schedule.  These  included 
recommendations  to  extend  the  resource-based  approach  to  payment  for  physician  work  to 
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practice  expense  and  malpractice  expense.  Specifically,  practice  expense  relative  values  should 
be  based  on  data  about  the  direct  costs  incurred  in  delivering  each  service  and  an  incentive- 
neutral  formula  to  allocate  indirect  costs.  Malpractice  expense  relative  values  should  be  based 
on  data  about  the  relative  increase  in  malpractice  risk  incurred  in  delivering  different  services. 

A  transition  to  new  relative  values  should  be  introduced,  beginning  in  1997.  This  date  will  allow 
for  completion  of  the  current  fee  schedule  transition  process  and  for  further  development  and 
refinement  of  the  resource-based  approach  to  practice  expense  and  the  risk-of-service  approach 
to  malpractice  expense.  For  practice  expense,  the  Health  Care  Financing  Administration  (HCFA) 
should  be  directed  to  collect  direct  cost  data  and  to  develop  solutions  to  outstanding  issues.  For 
malpractice  expense,  HCFA  should  be  directed  to  collect  data  on  risk  groups  and  relative  liability 
premiums  across  insurers  that  can  be  used  to  develop  new  malpractice  expense  relative  values. 

The  Commission  also  reviewed  HCFA's  refinements  to  the  fee  schedule  for  1993  and  processes 
to  be  used  for  future  refinement.  It  concluded  that  HCFA  should  continue  to  develop  small  group 
processes  to  update  the  fee  schedule  for  new  codes  and  to  conduct  periodic  review  of  the  entire 
fee  schedule.  The  processes  should  be  developed  with  public  input,  clear  guidelines,  and 
decision  rules  specified  in  advance. 

In  addition,  recommendations  were  made  concerning  payment  for  anesthesia  services  provided 
by  teams  that  include  both  anesthesiologists  and  certified  registered  nurse  anesthetists  (CRNAs). 
The  total  payment  for  a  procedure  should  be  pegged  to  what  a  solo  anesthesiologist  would 
receive  under  the  fee  schedule  and  split  evenly  between  the  anesthesiologist  and  the  CRNA. 
This  approach  would  preserve  use  of  the  care  team  and  minimize  disruption  to  employment 
patterns.  It  would  also  pay  hospitals  enough  to  continue  to  employ  CRNAs.  In  addition,  the 
Commission  recommended  a  five-year  transition  to  allow  providers  to  adjust  to  reduced  payment 
levels  and  the  federal  government  to  monitor  any  changes  in  access  and  quality  of  care. 

Other  issues  considered  in  the  1 993  report  included  a  review  of  the  experience  to  date  with 
Medicare  Volume  Performance  Standards  (VPS)  -  the  method  to  update  the  overall  level  of 
physicians'  fees  -  and  recommendations  for  refinements.  Finally,  the  report  focused  on 
improving  access  for  Medicaid  beneficiaries.  Recommendations  included  greater  flexibility  in  the 
use  of  risk-based  managed  care  for  states  implementing  state-of-the-art  quality  assurance 
techniques,  and  a  national  claims-based  data  system  to  monitor  access  on  a  regular  basis. 
State  policies  on  coverage  of  services  provided  by  nonphysician  practitioners  were  also 
reviewed. 

Fee  Updates  and  Volume  Performance  Standards.  Each  year,  the  Commission  comments 
on  recommendations  made  by  the  Secretary  of  Health  and  Human  Services  (HHS)  concerning 
the  Medicare  Fee  Schedule  conversion  factor  update  and  Volume  Performance  Standards  and 
makes  its  own  recommendations. 

In  its  1993  report,  the  Commission  supported  using  the  default  formula  specified  in  the  law  to 
determine  the  overall  fee  update.  With  respect  to  updates  for  surgical  and  nonsurgical  services, 
the  Commission  recommended  a  partial  departure  from  the  default  formula.  This 
recommendation  reflected  two  concerns.  First,  there  are  questions  about  the  accuracy  with 
which  the  two  performance  standards  were  set  in  1990  that  resulted  in  a  differential  highly 
dependent  on  assumptions  about  physician  response  to  fee  cuts  that  took  effect  during  fiscal 
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year  1991.  Second,  the  Commission  expressed  concerns  about  introducing  distortions  into  the 
relative  value  scale. 

The  Commission  recommended  that  conversion  factors  be  updated  for  1993  on  the  basis  of  the 
default  formuia  but  that  the  differential  not  be  incorporated  into  the  baseline  for  determining 
payment  rates  in  future  years.  The  Commission  plans  additional  analysis  of  1991  expenditure 
increases  that,  if  conclusive,  would  lead  to  a  subsequent  recommendation  for  revision  in  the 
updates  derived  from  the  default  formula. 

Given  the  difficulties  in  setting  separate  volume  performance  standards  and  the  risk  of  distorting 
the  incentives  that  payment  reform  was  intended  to  create,  the  Commission  recommended  a 
single  performance  standard  and  a  single  update  for  all  services,  its  recommendation  for  the 
overall  1993  performance  standard  was  based  on:  1)  full  allowances  for  expenditure  growth  due 
to  increases  in  fees,  growth  and  aging  of  the  beneficiary  population,  and  the  effects  of  prior 
legislation,  and  2)  a  3.0  percentage  point  reduction  from  the  Actuary's  baseline  projection  of 
volume  growth.  This  would  result  in  a  performance  standard  of  8,9  percent  versus  a  default 
standard  of  1 1 .0  percent.  In  developing  this  recommendation,  the  Commission  followed  the 
principle  of  reducing  the  rate  of  growth  in  expenditures  for  physicians'  services  to  the  rate  of 
growth  in  gross  domestic  product  (GDP)  by  1996. 

The  Commission  also  made  recommendations  to  improve  the  annual  VPS  decision-making 
process.  First,  the  Secretary  should  be  required  to  make  two  reports  to  the  Congress:  one 
containing  the  data  needed  to  make  recommendations,  due  by  March  15;  the  other  transmitting 
the  Secretary's  recommendations,  due  on  April  1 5.  Second,  the  quarterly  reporting  requirements 
should  be  revised  so  that  data  are  provided  monthly  in  a  format  that  presents  expenditure  and 
volume  data  at  the  level  of  detail  required  to  assess  performance  under  the  VPS. 

Monitoring  Access  of  Medicare  Beneficiaries.  In  May,  the  Commission  published  its  third 
annual  assessment  of  access  to  care  for  Medicare  beneficiaries.  In  addition  to  fulfilling  its 
obligations  to  monitor  the  impact  of  payment  reform,  this  report  had  relevance  for  development 
and  implementation  of  health  system  reform,  suggesting  that  because  access  barriers  persist 
among  the  insured  population,  a  policy  of  universal  insurance  coverage  must  be  accompanied 
by  other  changes  in  financing  and  service  delivery.  It  also  provided  a  method  for  monitoring 
access  that  could  be  used  under  system  reform  given  sufficient  commitment  to  data 
development. 

In  commenting  on  the  access  report  of  the  Secretary  of  HHS,  the  Commission  suggested  that 
the  Secretary  consider  revising  the  format  and  approach  of  this  report  to  make  it  a  more 
sensitive  and  specific  instrument  for  monitoring  changes  in  access  to  care.  Specific  suggestions 
included:  releasing  quarterly  summaries  of  physicians'  services  data,  developing  and  releasing 
an  integrated  claims  and  enrollment  database  to  supplement  quarterly  tabulations,  integrating 
various  claims  analyses  rather  than  profiling  individual  services,  testing  the  accuracy  of  the  new 
Unique  Provider  Identification  Number  system,  and  directly  surveying  physicians. 

The  Commission's  own  analyses  of  access  to  care  for  Medicare  beneficiaries  looked  at  the 
impact  of  changes  in  fee  levels  on  beneficiaries'  access  to  care  during  the  first  six  months  of 
1992.  Despite  fears  that  changes  in  Medicare  payment  policies  might  limit  beneficiaries'  access 
to  care,  these  analyses  demonstrated  that  access  remains  quite  good  for  most  Medicare 
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beneficiaries.  The  volume  of  services  per  beneficiary  continues  to  grow  and  most  physicians  are 
accepting  new  Medicare  patients.  On  the  other  hand,  certain  disadvantaged  populations  who 
had  trouble  obtaining  care  in  the  period  prior  to  physician  payment  reform  continue  to  exhibit 
both  lower  utilization  and  worse  health  outcomes.  These  findings  from  claims  data  were 
confirmed  by  information  from  other  sources  including  the  Medicare  Current  Beneficiary  Survey; 
results  from  the  Commission's  survey  of  physicians;  and  information  obtained  in  informal 
discussions  with  organizations  representing  Medicare  beneficiaries,  congressional  offices,  and 
state  agencies  on  aging. 

Monitoring  the  Financial  Liability  of  Medicare  Beneficiaries.  The  third  of  a  series  of  annual 
reports  required  under  the  Omnibus  Budget  Reconciliation  Act  of  1S89  (OBRA89),  this  report 
represented  the  first  evaluation  of  the  impact  of  payment  reform  on  the  financial  liability  of 
Medicare  beneficiaries. 

Physician  participation  and  assignment  rates  have  been  increasing  over  the  past  decade  while 
balance  billing  has  declined.  It  is  particularly  encouraging  that  assignment  and  participation  rates 
have  been  increasing  across  nearly  all  states,  specialties,  and  types  of  services,  even  with  the 
implementation  of  charge  limits  and  the  changes  in  payment  structure  brought  about  under  the 
Medicare  Fee  Schedule.  Fee  changes  among  specialties  do  not  appear  to  have  differentially 
affected  participation  decisions. 

Assignment  rates  continue  to  vary  substantially  among  geographic  areas.  The  largest  urban 
areas  continued  to  have  the  highest  assignment  rates,  while  frontier  areas  had  the  lowest. 
Assignment  rates  increased  in  all  localities  without  respect  to  whether  fees  would  increase  or 
decrease  under  the  new  fee  schedule.  Moreover,  assignment  rates  continue  to  be  higher  in  high 
poverty  and  Health  Professional  Shortage  Areas  compared  to  other  areas. 

Annual  balance  bills  per  beneficiary  decreased  from  $88  in  1990  to  $49  in  1992.  While 
substantial  decreases  in  balance  billing  occurred  across  all  geographic  areas,  total  balance  bills 
are  still  highest  in  rural  frontier  areas  and  lowest  in  underserved  areas.  Annual  balance  bills  for 
hospitalized  patients  were  nearly  five  times  greater  than  for  those  who  had  not  been  hospitalized. 

The  Commission  also  noted  that  despite  HCFA's  recent  efforts  to  inform  and  notify  physicians 
and  beneficiaries  of  potential  charge  limit  violations,  evidence  of  a  significant  number  of  such 
violations  exists.  The  Commission  urged  that  additional  safeguards  be  implemented,  including 
an  amendment  to  the  Medicare  statute  to  clarify  that  beneficiaries  should  not  be  held  liable  for 
charges  on  unassigned  claims  that  exceed  the  limiting  charge. 

Comments  on  the  President's  Budget  for  Fiscal  Year  1994.  As  required  under  its  mandate, 
the  Commission  developed  comments  on  proposals  in  the  President's  budget  for  fiscal  year  1 994 
related  to  Medicare  physician  payment.  Its  comments  and  recommendations  were  initially 
presented  in  testimony  in  March  1993,  followed  by  publication  of  the  complete  report  over  the 
summer. 

In  developing  its  recommendations,  the  Commission  did  not  attempt  to  advise  the  Congress  on 
the  overall  magnitude  of  cuts  in  physician  payment.  Instead,  it  considered  how  reductions  in 
Medicare  spending  for  physicians'  services  could  be  accomplished  in  a  way  that  is  most 
consistent  with  long-term  policy  goals,  if  the  Congress  should  decide  to  make  such  reductions. 
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The  Commission  developed  comments,  and  in  some  cases  alternative  recommendations,  on  two 
proposals  to  revise  payments  for  direct  medical  education  costs  under  Part  A  and  eight 
proposals  to  revise  physician  payment. 

Expenditure  Limits:  Design  and  Implementation  Issues.  In  July,  the  Commission  produced 
this  report  in  response  to  a  request  by  the  Chairman  of  the  Subcommittee  on  Health  of  the 
House  Committee  on  Ways  and  Means.  This  request  specifically  asked  the  Commission  to 
consider  issues  involved  in  (1)  allocation  of  a  national  budget  among  types  of  health  services, 
(2)  availability  of  data  to  support  establishment  and  allocation  of  the  national  budget,  and  (3) 
establishment  of  maximum  payment  rates  for  enforcing  budgetary  limits. 

The  Commission  chose  not  to  judge  whether  a  system  of  expenditure  limits  enforced  through 
rate  setting  is  the  most  appropriate  approach  to  cost  containment.  Rather,  it  used  the  report  to 
consider  design  and  implementation  issues  including  those  arising  in  a  system  that  assigns 
expenditure  limits  to  the  states.  It  used  the  Medicare  physician  payment  reform  experience  as 
a  framework  for  its  analysis.  The  issues  that  have  arisen  in  designing  and  evaluating  the 
Medicare  Fee  Schedule  and  the  VPS  can  be  viewed  as  a  model  for  a  national  global-budgeting 
system. 

If  expenditure  limits  are  adopted,  the  Commission  concluded  that  the  global  budget  should 
encompass  all  services  included  in  a  standard  benefit  package.  Second,  an  overall  goal  should 
be  set  that  relates  spending  growth  to  growth  in  per  capita  GDP.  Finally,  historical  baselines 
should  provide  the  starting  point  for  meeting  these  goals,  with  adjustments  for  changes  in 
benefits  and  coverage  that  might  result  from  health  system  reform  as  well  as  adjustments  for 
demographic  and  other  factors. 

One  of  the  principal  mechanisms  for  controlling  spending  is  setting  payment  rates.  Total 
expenditures,  however,  are  based  on  both  prices  and  the  quantity  of  services  provided.  Although 
rates  can  easily  be  set,  quantity  is  determined  by  judgments  of  physicians  and  patients'  demands 
for  care.  If  rate  setting  is  used  to  enforce  expenditure  limits,  the  Commission  made  several 
conclusions.  First,  a  uniform  resource-based  relative  value  scale  such  as  Medicare's  should  be 
the  basic  payment  methodology  for  all  professional  services.  Second,  rates  should  be  updated 
with  a  formula  that  adjusts  for  prior-year  spending,  with  physicians  sharing  in  the  bonuses  and 
penalties  for  changes  in  the  volume  of  hospital  admissions,  laboratory  tests,  prescription  drugs, 
and  certain  other  services.  Moreover,  payment  levels  for  different  payers  should  be  set  initially 
to  be  budget  neutral  for  each  type  of  payer,  but  such  differences  should  be  phased  out  over 
time. 

Because  managed  care  plans  pose  special  issues  if  rate  setting  is  used  to  enforce  expenditure 
limits,  the  Commission  further  concluded  that  some  health  plans  should  be  exempt  from  rate- 
setting  requirements,  and  that  such  exemptions  should  be  based  on  revised  standards  for  federal 
qualification.  For  such  plans,  expenditure  limits  should  be  enforced  through  premium  limits. 

The  Commission's  report  also  considered  a  system  where  states  are  given  a  central  role  in 
containing  costs.  While  such  a  system  would  allow  states  great  flexibility  to  select  an  approach 
to  cost  containment  that  best  fits  local  needs,  it  would  also  require  that  all  states  develop  the 
expertise  to  design  and  implement  the  necessary  cost-containment  and  data  systems.   Data 
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limitations  and  wide  variations  in  spending  across  states  would  also  make  it  very  difficult  for  the 
federal  government  to  implement  such  a  system  in  the  short  term. 

With  regard  to  these  data  needs,  the  Commission  recommended  that  the  Congress  should  enact 
legislation  to  create  a  national  data  system  building  on  the  Medicare  model  of  using  regional 
boards  or  carriers  to  collect  raw  data  from  all  payers,  verify  its  accuracy  and  aggregate  summary 
information.  Recommendations  were  also  made  on  short-term  approaches  to  data  improvement. 

Finally,  the  Commission  noted  that  expenditure  limits  and  rate  setting  may  have  a  substantial 
impact  on  providers  and  patients.  For  physicians'  services,  there  is  considerable  potential  for 
savings  if  the  fees  paid  by  private  insurers  can  be  moved  down  toward  the  Medicare  level. 

Study  of  Behavioral  Offset  for  Radiology  Services.  At  the  request  of  the  chairs  of  three 
committees  -  Senate  Finance,  House  Ways  and  Means,  and  House  Energy  and  Commerce  - 
the  Commission  prepared  a  study  of  radiologists'  response  to  the  Medicare  Fee  Schedule  which 
was  submitted  on  July  1,  1993. 

When  the  initial  fee  schedule  conversion  factor  was  established,  a  6.5  percent  reduction  was 
included  to  account  for  volume  offset.  This  reduction  was  made  uniformly  for  all  services  in 
accordance  with  two  provisions  of  OBRA89,  one  requiring  that  all  adjustments  for  budget 
neutrality  be  made  through  the  single  conversion  factor,  and  a  second  explicitly  banning 
differential  payment  on  the  basis  of  specialty. 

Prior  to  implementation  of  the  Medicare  Fee  Schedule,  many  specialties  argued  for  an  exemption 
from  the  volume  offset  reduction.  These  included  radiologists,  psychiatrists,  and 
ophthalmologists,  specialties  whose  practices  depend  upon  referrals.  The  Secretary  rejected 
these  arguments,  however.  In  the  case  of  radiologists,  the  Secretary  commented  that 
radiologists  typically  recommend  additional  imaging  studies  for  their  referred  patients,  and  that 
at  least  some  radiology  practices  had  experienced  no  net  revenue  losses  from  Medicare's  fee 
cuts,  offsetting  potential  losses  through  increased  billing  and  other  strategies. 

Revisiting  this  issue  engages  a  host  of  difficult  questions.  First,  adjusting  for  different  offsets 
would  distort  the  relative  value  scale  away  from  its  resource  basis.  Second,  with  fairness  at 
issue,  adjustments  would  need  to  be  made  for  all  specialties,  not  just  radiologists.  Developing 
an  accurate  estimate  of  the  volume  offset  for  each  specialty  would  be  very  difficult,  however,  if 
at  all  possible.  Third,  adjusting  fees  separately  by  specialty  would  reintroduce  specialty 
differentials  eliminated  by  OBRA89. 

For  radiologists,  sharp  fee  reductions  in  1991  and  1992  coincided  with  a  jump  in  the  growth  rate 
of  radiologists'  billings  to  Medicare.  Between  1 988  and  1 990,  volume  growth  ranged  from  8  to 
12  percent  per  year.  In  1991,  this  jumped  to  over  15  percent,  and  in  1992  volume  growth  was 
just  under  1 5  percent. 

Further  analysis  showed  that  the  size  of  the  volume  growth  was  related,  on  average,  to  the  size 
of  the  fee  reduction  across  Medicare  carriers.  Over  the  baseline  period  1986  through  1990, 
volume  growth  in  two  groups  of  carriers  (those  that  would  experience  larger  or  smaller  fee  cuts) 
was  quite  similar:  radiology  volume  growth  per  beneficiary  averaged  roughly  9  percent.  In  1991 
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and  1992,  however,  volume  growth  was  significantly  higher  in  the  areas  with  the  larger  fee  cuts, 
averaging  over  16  percent,  versus  roughly  12  percent  for  the  areas  with  the  smallest  cuts. 

The  Commission  concluded  that  despite  caveats  about  the  difficulties  in  conducting  this  type  of 
analysis,  certainly  no  case  has  been  made  for  treatment  of  radiologists  differently  from  other 
physicians. 

Commission  Advice  to  the  Congress 

The  Commission  orients  its  work  toward  providing  timely  and  useful  advice  to  the  Congress.  It 
communicates  its  analyses  and  recommendations  both  formally  through  reports  and  testimony 
and  informally  through  meetings  and  briefings  with  members  of  the  Congress  and  their  staff. 
The  Commission  also  shares  background  materials  with  the  staff  of  key  congressional 
committees  to  keep  them  informed  of  work  in  progress  that  may  be  useful  to  them.  Commission 
staff  pride  themselves  on  being  responsive  to  inquiries  from  congressional  staff  and  assisting 
them  in  understanding  both  the  technical  and  policy  elements  of  issues  before  them.  During  the 
past  two  years,  as  health  system  reform  has  brought  more  committees  and  staff  into  the 
deliberations,  the  Commission  has  expanded  its  efforts  to  assist  this  wider  group. 

In  the  past  year,  the  Commission  testified  11  times  before  the  House  Ways  and  Means 
Committee  and  its  Subcommittee  on  Health,  the  Subcommittee  on  Health  and  the  Environment 
of  the  House  Committee  on  Energy  and  Commerce,  and  the  Senate  Finance  Committee.  It 
presented  its  analyses  and  recommendations  on  trends  in  health  care  costs,  cost  containment, 
design  and  implementation  of  expenditure  limits,  graduate  medical  education,  Medicare  and 
health  system  reform,  and  the  President's  budget.  The  Commission's  recommendations  on 
graduate  medical  education  reform  were  reflected  in  bills  sponsored  by  the  chairmen  of  the 
House  Energy  and  Commerce  Subcommittee  on  Health  and  the  Environment  and  the 
Subcommittee  on  Medicare  and  Long-term  Care  of  the  Senate  Finance  Committee. 

The  Commission  chairman  and  executive  staff  also  held  a  series  of  meetings  beginning  last 
spring  with  several  committee  chairmen,  their  staff,  and  staff  of  other  members  who  are  expected 
to  play  an  important  role  in  shaping  health  system  reform  to  ensure  that  the  Commission's  work 
plan  focused  on  the  issues  of  greatest  concern  to  the  Congress.  Periodic  discussions  with  staff 
since  that  time  have  allowed  the  Commission  to  adapt  its  work  as  new  issues  have  arisen  or  the 
focus  of  the  debate  has  shifted.  In  addition  to  these  informal  discussions,  the  Commission 
chairman  and  staff  participated  in  congressional  briefings  on  health  system  reform,  risk 
adjustment,  graduate  medical  education,  and  payment  to  the  anesthesia  care  team.  The 
Commission  has  received  a  number  of  requests  from  congressional  staff  for  its  summaries  of  the 
major  health  system  reform  proposals  before  the  Congress.  It  has  also  assisted  committee  staff 
and  staff  of  congressional  agencies  with  data  for  the  Ways  and  Means  Committee  green  book, 
information  for  a  study  of  radiology  costs  by  the  Office  of  Technology  Assessment,  and  Medicare 
Part  B  price  indices  for  the  Prospective  Payment  Assessment  Commission. 

Commission  Operations 

The  Commission  has  found  its  work  well  received  and  is  sought  out  by  many  in  the  Congress 
for  advice.  It  attributes  its  effectiveness  to  stressing  high  quality  analytical  work,  maintaining  a 
flexible  organizational  style  that  can  adapt  to  congressional  needs,  having  Commissioners  and 
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staff  who  are  strongly  committed  to  their  work,  and  producing  work  that  is  timely  and  responsive 
to  congressional  concerns.  To  maintain  its  high  quality  standards,  the  Commission  has  found 
it  preferable  for  most  analytical  work  to  be  conducted  by  its  staff.  It  uses  outside  contractors 
selectively  to  draw  on  their  specialized  expertise  or  to  obtain  information  not  readily  available 
through  other  sources.  The  Commission  also  places  a  high  priority  on  hearing  the  views  of 
those  affected  by  its  recommendations  and  does  so  in  a  variety  of  ways,  from  drawing  on  the 
expert  judgment  of  individuals  to  seeking  formal  testimony  from  the  organizations  that  represent 
the  constituencies  concerned  with  its  work.  The  Commission  views  these  interactions  as  both 
enhancing  its  understanding  of  the  issues  before  it  and  part  of  its  responsibility  as  a  public 
agency. 

Conducting  its  Work.  The  most  important  resource  the  Commission  has  in  conducting  its  work 
is  its  staff.  The  Commission  budget  allows  for  a  staff  of  26,  20  of  whom  are  professionals 
supported  by  6  administrative  and  clerical  staff  members.  The  staff  conducts  and  closely 
supervises  most  of  the  analytical  work  used  by  the  Commission.  It  is  also  responsible  for 
responding  to  congressional  inquiries,  maintaining  working  relationships  with  other  federal 
agencies,  and  interacting  with  representatives  of  interest  groups,  the  press,  and  the  public.  The 
broad  scope  of  the  Commission's  mandate,  and  the  need  to  both  anticipate  the  issues  and 
respond  quickly  with  high-quality  analyses  on  health  care  reform,  make  it  even  more  imperative 
that  the  Commission  continue  its  policy  of  maintaining  a  highly  trained  and  experienced  staff. 
The  analytic  support  provided  by  this  group  of  professionals  has  been  one  of  the  key  factors 
enabling  the  Commission  to  respond  to  the  Congress  consistently  with  timely  and  relevant 
advice. 

The  nature  of  the  issues  addressed  by  the  Commission  calls  for  the  acquisition  of  data  from  both 
the  public  and  private  sectors.  Often  the  databases  are  quite  large  and  require  a  substantial 
commitment  of  staff  resources  to  prepare  them  for  analysis  as  well  as  to  perform  the  analytic 
work.  The  Commission  is  supported  in  this  work  by  contracted  computer  and  programming 
services  that  have  become  an  integral  part  of  its  operations.  In  addition,  the  Commission  uses 
outside  contractors  to  cany  out  surveys  and  other  projects  that  provide  needed  information  and 
complement  the  analyses  and  expertise  of  the  staff. 

Relations  with  Interest  Groups  and  the  Public.  A  guiding  principle  of  the  Commission's  work 
is  to  be  open  in  its  deliberations  and  accessible  to  those  who  would  be  affected  by  its 
recommendations.  Its  experience  in  conducting  its  business  in  an  open  manner  has  reinforced 
its  belief  that  the  exchange  of  ideas  and  viewpoints  can  only  strengthen  its  work. 

The  Commission  held  8  public  meetings  in  the  past  year  in  addition  to  its  annual  planning 
retreat.  It  also  held  its  yearly  hearing  in  which  interested  parties  are  invited  to  comment  on  the 
issues  to  be  addressed  in  the  Commission's  next  annual  report  to  the  Congress.  This  hearing 
continues  to  generate  considerable  interest.  Because  of  the  number  of  groups  that  requested 
to  testify  this  year,  the  Commission  expanded  its  hearing  from  one  to  two  days.  It  heard 
testimony  from  37  groups,  and  reviewed  the  statements  of  27  others  that  were  submitted  for  the 
record.  Commission  staff  summarized  the  key  issues  and  commentaries  from  each  of  these 
statements  and  shared  the  summaries  with  congressional  staff. 

Outside  of  its  hearings  and  public  meetings,  the  Commission  finds  a  number  of  opportunities 
during  the  year  to  inform  interest  groups  and  the  public  of  its  work  or  to  ask  them  for  information 
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or  advice.  In  some  cases,  it  may  turn  to  specialty  societies  to  update  information  it  requires  for 
yearly  reports  to  the  Congress.  Each  year,  for  example,  the  Commission  requests  information 
on  new  technologies  to  incorporate  in  its  report  to  the  Congress  on  Volume  Performance 
Standards.  The  Commission  has  also  made  it  a  practice  to  circulate  draft  chapters  of  its  annual 
report  to  a  broad  range  of  groups  for  comment  on  both  its  analysis  of  the  issues  and  its 
recommendations.   This  past  year,  over  70  groups  received  chapters  to  review. 

The  Commission  also  draws  on  individuals  with  expertise  in  a  wide  range  of  areas  as  it  conducts 
its  work.  It  often  invites  panels  of  experts  to  its  meetings  to  help  relate  policy  issues  to  actual 
experience  in  the  field  and  to  learn  about  innovative  approaches  to  problems  it  has  identified. 
This  past  year,  the  Commission  heard  from  1 1  panels  on  such  health  system  reform  issues  as 
improving  access  for  the  poor,  risk  adjustment,  potential  state  and  alliance  roles,  data  needs, 
and  implications  for  physician  training.  It  also  held  several  panel  discussions  on  refinement  of 
the  Medicare  Fee  Schedule  and  payment  for  the  anesthesia  care  team. 

In  1990,  the  Commission  established  an  Advisory  Panel  on  Access  to  assist  in  its  work  on 
monitoring  access  to  care  for  Medicare  beneficiaries.  The  panel  consists  of  12  practicing 
physicians,  experts  on  access  research,  and  representatives  of  beneficiary  and  rural  interests. 
They  meet  twice  a  year  to  advise  Commission  staff  on  its  analysis  plans,  interpretation  of  the 
results  of  its  work,  and  comments  on  the  HHS  Secretary's  annual  report  on  Medicare  beneficiary 
access. 

The  input  of  both  practicing  physicians  and  beneficiaries  has  been  an  important  source  of 
information  and  insight  for  the  Commission.  They  have  played  a  role  in  a  number  of 
Commission  projects  over  the  years  and  have  become  a  major  resource  in  monitoring  the 
implementation  of  Medicare  payment  reform  since  1992.  As  part  of  its  monitoring  activities  in 
the  past  year,  the  Commission  sought  information  directly  from  physicians  and  beneficiaries 
through  several  surveys.  In  1992,  early  expressions  of  concern  from  the  physician  community 
about  the  impact  of  the  Medicare  Fee  Schedule  led  the  Commission  to  seek  direct  input  from 
practicing  physicians  through  a  survey.  It  sought  the  advice  of  a  group  of  physicians  in  different 
specialties  on  issues  to  be  addressed  and  the  design  of  the  survey  questionnaire.  The 
Commission  is  repeating  that  survey  this  year  in  order  to  monitor  physicians'  attitudes  and 
changes  in  practice  patterns  resulting  from  Medicare  payment  reform. 

The  Commission  is  equally  concerned  about  the  effect  of  the  Medicare  Fee  Schedule  on 
beneficiaries.  It  supplements  the  information  it  can  obtain  on  beneficiary  access  from  claims 
data  with  survey  information.  Last  year,  it  used  both  data  from  the  Medicare  Current  Beneficiary 
Survey  conducted  by  HCFA  and  its  own  survey  of  state  agencies  on  aging,  HCFA,  the  American 
Association  of  Retired  Persons  (AARP),  and  congressional  offices  on  beneficiary  complaints 
about  access  problems.  This  year,  it  has  repeated  these  projects  and  gone  further  in  directly 
surveying  beneficiaries  in  collaboration  with  the  AARP. 

Soliciting  comments,  seeking  outside  information  and  advice,  and  convening  expert  panels  are 
time-consuming  activities  for  the  Commission  and  its  staff.  They  continue  to  make  the  effort, 
however,  because  these  activities  diminish  the  risk  of  insulating  policy  development  from  actual 
experience  in  the  health  sector  and  enhance  the  quality  of  the  Commission's  work.  The 
Commission  also  remains  committed  to  informing  the  public  about  its  activities  and  the  policy 
issues  it  addresses.  Interest  in  health  care  issues  has  grown  each  year  since  the  Commission 
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was  established,  and  there  is  a  need  to  provide  the  public  with  clear  and  accurate  information. 
Commissioners  and  senior  staff  devoted  considerable  time  to  public  speaking,  responding  to 
inquiries  about  the  Commission,  and  explaining  various  policy  issues  to  government  staff, 
representatives  of  professional,  trade,  and  consumer  organizations,  researchers,  journalists,  and 
the  public.  They  consider  this  to  be  time  well  spent.  It  has  often  been  the  case  that  the 
Commission  also  benefits  from  the  insights  gained  through  the  comments  and  questions  raised 
in  this  context. 


COMMISSION  WORK  PLAN 

The  Commission's  work  plan  for  fiscal  year  1995  will  continue  to  encompass  work  on  health 
system  reform,  Medicare,  and  Medicaid,  extending  many  projects  currently  underway.  The 
particular  focus  of  analyses  on  health  system  reform  will  depend  in  part  on  whether  they  are  to 
be  used  by  the  Congress  in  designing  legislation,  in  the  continued  development  of  policies  after 
reform  is  enacted  but  prior  to  implementation,  or  in  monitoring  the  early  phase  of  implementation. 

Health  System  Reform 

With  the  Congress  and  the  Administration  working  intensively  on  issues  related  health  system 
reform,  the  Commission  anticipates  that  a  considerable  portion  of  its  work  will  focus  on  policy 
and  technical  issues  in  the  development  of  reform  legislation.  These  issues  range  from  broad 
questions  about  the  overall  structure  of  reform  to  more  specific  design  considerations. 

Should  a  reform  bill  be  enacted  this  year,  the  focus  would  be  expected  to  shift  to  assisting  the 
Congress  with  design  details  that  might  be  part  of  implementation  legislation  or  to  advising  the 
Congress  on  overseeing  the  process  of  implementing  reform.  While  many  of  the  Commission's 
specific  activities  are  difficult  to  anticipate  at  a  time  when  the  overall  structure  of  reform  is 
unknown,  there  are  some  particular  analytic  tasks  the  Commission  has  already  initiated  in 
response  to  the  interests  of  various  committees. 

Global  Budgeting  and  Expenditure  Limits.  The  Commission  is  currently  developing  options 
for  balancing  the  desires  of  policymakers  to  guarantee  cost  containment  through  expenditure 
limits  and  to  let  market  forces  operate  freely.  It  is  analyzing  how  various  options  might  work, 
including  rate  setting,  premium  limits,  and  reliance  on  market  forces  with  standby  premium  limits. 
It  is  also  analyzing  the  implications  of  different  budget  targets,  in  both  the  short  term  and  the 
long  term. 

In  addition  to  the  broad  issues,  the  Commission  anticipates  continuing  to  respond  to  various 
congressional  committees  and  members  of  the  Congress  on  more  specific  issues  and  questions. 
One  particular  area  of  concern  has  been  the  allocation  of  spending  targets  to  states  or  substate 
regions,  should  reform  involve  setting  expenditure  limits  at  these  levels.  The  Commission  is 
currently  analyzing  state-level  and  substate-level  variations  in  both  Medicare  and  total  system 
spending,  where  appropriate  data  are  available.  Thus  far,  analyses  have  included  (1)  the 
variability  of  Medicare  spending  among  substate  regions,  (2)  the  development  of  per-capita 
spending  targets  by  state  with  adjustments  for  input  prices  and  age  distributions,  (3)  the 
adjustment  of  current  spending  levels  for  factors  such  as  border  crossing  and  differences  in  rates 
of  insurance  coverage,  and  (4)  the  year-to-year  volatility  in  Medicare  spending.  These  analyses 
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have  already  attracted  considerable  interest  from  congressional  committees,  and  the  Commission 
plans  to  continue  refining  them  as  better  data  become  available  and  as  additional  approaches 
to  reform  are  proposed. 

Premium  Regulation.  Premium  regulation  is  one  mechanism  for  controlling  the  growth  in  health 
spending.  It  is  a  key  element  in  the  President's  proposed  health  care  reform.  The  Commission 
has  been  analyzing  different  aspects  of  premium  regulation,  including  its  design,  data 
requirements,  and  potential  effects  on  health  plans.  It  will  summarize  these  analyses  in  its 
upcoming  annual  report.  As  part  of  its  broader  examination  of  methods  for  controlling  costs,  the 
Commission  will  continue  its  work  on  premium  regulation,  tailoring  it  to  address  both  policy  and 
technical  issues  of  greatest  interest  to  the  Congress. 

Rate  Setting.  The  Commission  developed  an  extended  analysis  of  rate-setting  options  last  year 
in  response  to  a  request  from  the  Ways  and  Means  Committee.  Issues  included  how  the 
Medicare  Fee  Schedule  might  be  refined  to  serve  as  the  basis  for  a  fee  schedule  for  other 
populations;  how  volume  controls  might  be  developed  for  an  all-payer  rate-setting  system;  how 
conversion  factors  might  be  set;  the  relationship  under  a  rate-setting  strategy  between 
conversion  factors  for  Medicare,  Medicaid,  and  private  payers;  and  options  for  limiting  balance 
billing.  More  recently,  the  Commission  has  further  analyzed  these  same  issues  from  the 
perspective  of  how  rate  setting  might  be  used  in  conjunction  with  a  system  of  premium  limits. 
The  Commission  anticipates  extending  this  analysis  in  response  to  the  evolution  of  reform 
proposals  in  the  Congress. 

Risk  Adjustment  and  Risk  Sharing.  The  Commission  has  completed  an  extensive  review  of 
the  literature  on  risk  adjustment  and  risk  sharing.  Based  on  the  conclusions  of  that  review,  it  has 
developed  a  series  of  recommendations  for  the  Congress  on  how  mechanisms  for  risk 
adjustment  and  risk  sharing  might  be  designed  under  health  system  reform.  On  the  assumption 
that  risk  adjustment  and  risk  sharing  are  important  components  under  most  reform  proposals, 
the  Commission  intends  to  continue  this  analysis.  In  particular,  it  will  review  the  success  of 
various  state  systems  for  reinsurance  or  risk  adjustment. 

In  addition,  the  Commission  will  be  assessing  the  results  of  a  study  of  risk  adjustment  that  is 
currently  being  conducted  under  contract  by  Park  Nicollet  Medical  Foundation  and  its 
subcontractors,  Johns  Hopkins  University  and  Health  Partners.  The  Park  Nicollet  research  team 
has  available  a  unique  database  that  includes  functional  health  status,  behavioral  risk  factors, 
morbidities  (using  the  Ambulatory  Care  Group  case-mix  system),  self-reported  comorbidities, 
demographics,  and  claims-based  utilization.  The  project  will  involve  testing  alternative  models 
of  risk  adjustment  using  these  different  variables  on  several  self-selected  groups.  It  will  also 
include  an  assessment  of  the  administrative  feasibility  associated  with  ongoing  application  of 
these  approaches.  The  Commission  will  be  analyzing  the  results  of  this  study  in  the  coming  year 
both  for  their  potential  to  improve  current  risk  adjustment  methods  and  to  define  further  areas 
of  inquiry  that  seem  most  fruitful. 

Community  Rating.  Several  major  health  system  reform  proposals  require  health  insurers  and 
plans  to  offer  community-rated  premiums.  Despite  its  widespread  use  historically  by  Blue 
Cross/Blue  Shield  plans,  there  is  little  analysis  of  several  issues  that  are  likely  to  arise  if 
community  rating  is  a  key  to  reforming  the  nation's  health  system.  Of  particular  concern  to  the 
Commission  are  whether  common  community-rating  areas  need  to  be  developed  for  plans  in  a 
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particular  community,  how  to  develop  community-rating  areas,  sources  of  community-rated 
premium  differences  across  areas,  and  the  integration  of  community-rating  into  a  system  of  risk- 
adjusted  payments  to  health  plans.  The  Commission  expects  to  continue  analyzing  these  issues 
as  legislation  is  developed  and  then,  if  legislation  is  passed,  as  regulations  are  promulgated. 

Physician  Practices  and  Health  Reform.  The  Commission  is  currently  developing  a  survey  of 
physicians  on  the  current  practice  of  medicine  and  the  effects  of  rapid  changes  in  the 
organization  and  delivery  of  health  services  on  that  practice.  The  design  and  fielding  of  the 
survey  will  be  conducted  by  the  Center  for  Health  Affairs  at  Project  Hope  and  the  Gallup  Poll 
Organization.  The  survey  will  gather  information  on  physician  characteristics,  practice 
characteristics,  involvement  in  primary  care,  use  and  effectiveness  of  management  tools  (such 
as  guidelines  and  profiling),  and  gatekeeping.  The  information  will  be  used  to  assess  the  effects 
of  recent  health  initiatives  and  proposals  for  change  in  the  public  and  private  sectors  as  well  as 
providing  baseline  information  for  monitoring  changes  in  response  to  these  initiatives.  Work  in 
the  coming  year  will  include  completion  of  the  survey,  analyzing  the  results,  assessing  the 
benefits  of  follow-up  surveys,  and  identifying  issues  of  greatest  interest  for  further  examination. 

Managed  Care  and  Health  System  Reform.  Because  many  policymakers  anticipate  that 
managed-care  plans  will  play  an  increasingly  important  role  under  health  system  reform,  the 
Commission  has  awarded  a  grant  to  the  Medical  College  of  Virginia  and  its  subcontractor, 
Mathematica  Policy  Research,  for  a  study  of  managed  care  and  physicians.  The  Commission 
is  seeking  to  learn  about  the  types  of  arrangements  that  managed-care  plans,  especially  IPAs, 
PPOs,  and  point-of-service  plans,  make  with  physicians.  Key  questions  include:  (1)  How  do 
managed-care  plans  select  physicians  for  their  networks  and  remove  physicians  from  networks? 
(2)  How  do  they  pay  their  primary-care  physicians  and  their  specialists?  (3)  How  do  they  monitor 
the  care  delivered  by  their  physicians?  (4)  What  methods  do  they  use  to  influence  the  practice 
patterns  of  their  physicians?  The  project  will  include  an  in-depth  telephone  survey  of  a  sample 
of  plans  to  obtain  information  on  those  topics  where  more  knowledge  about  how  plans  work  with 
physicians  can  best  inform  the  policy  process. 

A  major  challenge  in  the  development  of  health  system  reform  is  keeping  up  with  the  rapidly 
changing  developments  in  the  organization  and  delivery  of  health  services  in  order  to  learn  about 
innovative  approaches  and  to  understand  the  implications  of  options  that  are  proposed.  Because 
the  organizational  arrangements  in  which  physicians  practice  are  changing  so  rapidly,  the 
Commission  expects  to  be  expanding  work  like  its  survey  of  managed  care  plans  in  the  coming 
year.  From  its  analysis  of  the  results  of  this  first  survey,  the  Commission  wili  identify  areas 
where  more  in-depth  information  would  be  useful  and,  through  case  studies  or  other  means, 
gather  that  information.  Through  discussions  with  plan  administrators,  practice  managers, 
physicians,  and  others  in  the  field,  the  Commission  will  identify  other  aspects  of  system  change 
that  should  be  monitored  and  develop  surveys  and  other  projects  to  bring  this  information  into 
its  deliberations. 

Payment  for  High  Cost  Individuals  Under  Managed  Care.  Increased  use  of  managed  care, 
places  greater  emphasis  on  incentives  for  health  plans  and  providers  to  reduce  service  use  and 
operating  costs.  Although  these  incentives  contribute  to  cost  control  objectives  of  health  system 
reform,  they  also  may  restrict  access  to  care  for  individuals  enrolled  in  managed  care  plans  who 
require  expensive  health  care  technology  or  otherwise  are  heavy  users  of  services  due  to  chronic 
health  conditions.  The  Commission  is  beginning  to  study  this  issue  this  year  by  identifying  such 
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health  conditions  or  health  care  episodes.  During  FY  1995,  costs  of  care  for  identified  conditions 
will  be  examined  to  ascertain  the  magnitude  and  patterns  of  costs,  and  alternative  payment 
methods  will  be  evaluated. 

Ensuring  Access  for  the  Underserved.  The  Commission  has  awarded  a  contract  to  the  Center 
for  Health  Policy  Studies  at  George  Washington  University  to  develop  a  richer  understanding  of 
successful  programs  serving  inner-city  residents  and  identify  how  federal  policy  could  be  used 
to  influence  broader  development  of  such  efforts.  This  project  has  three  components.  The  first 
is  to  develop  criteria  for  determining  programs'  success  in  delivering  medical  care  to  the 
underserved.  The  second  is  to  conduct  in-depth  case  studies  of  both  programs  that  meet  the 
criteria  and  those  that  do  not.  Four  sites  have  already  been  selected,  reflecting  both  diverse 
approaches  to  service  delivery  as  well  as  different  geographic  areas.  Less  successful  sites  in 
those  same  communities  will  soon  be  selected.  The  third  component  will  elucidate  how  policy 
could  influence  the  development  of  similar  successful  programs.  The  Commission  will  draw  on 
the  findings  from  the  project  in  advising  the  Congress  on  aspects  of  health  system  reform  that 
affect  access  for  the  underserved  as  well  as  using  them  to  define  the  focus  of  its  work  for  the 
coming  year. 

Quality  Assurance.  Health  system  reform  presents  an  opportunity  to  take  steps  to  improve 
systems  for  assuring  quality  of  care.  Quality  assurance  plays  an  important  role  in  reform 
proposals  as  a  means  to  protect  quality  from  potentially  adverse  consequences  of  cost 
containment.  In  its  1994  annual  report,  the  Commission  will  make  a  series  of  recommendations 
for  quality  assurance  under  system  reform.  In  FY  1995,  the  Commission  will  analyze  further  the 
elements  of  an  effective  quality  assurance  system,  especially  for  the  fee-for-service  sector.  It 
will  also  examine  the  recent  Medicaid  experience  with  its  new  quality  assurance  system. 

Quality  and  Cost-Effectiveness.  The  Commission  will  continue  its  work  on  improving  the 
development  and  use  of  practice  guidelines,  profiling,  and  other  tools  to  enhance  the  quality  and 
cost-effectiveness  of  care.  The  Commission's  upcoming  survey  of  practicing  physicians  will  help 
it  to  learn  about  successes  and  problems  physicians  have  had  in  using  these  and  other  tools  to 
improve  medical  practice.  The  Commission  is  analyzing  the  techniques  used  by  managed  care 
organizations  to  affect  physicians'  practice  patterns  and  will  suggest  ways  in  which  Medicare  and 
other  payers  can  help  physicians  improve  their  practices.  The  Commission  will  also  explore 
ways  to  minimize  the  cost  and  burden  to  practitioners  engendered  by  these  initiatives. 

Technology  Assessment  and  Coverage  Decisions.  The  Commission  will  continue  to  develop 
the  recommendation  in  its  1994  annual  report  that  a  limited  number  of  insurance  coverage 
decisions  be  made  by  a  national  body.  It  will  look  at  ways  in  which  coverage  decisions  can  be 
improved  at  all  levels  at  which  they  are  made,  including  how  benefits  packages  can  be  better 
specified  by  health  plans.  Recommendations  will  be  developed  for  actions  to  improve  how 
challenges  to  coverage  decisions  are  handled  in  the  courts.  The  Commission  plans  to  analyze 
how  technology  assessment  information  for  coverage  decisions  can  be  better  produced  and 
funded.  Recommendations  will  be  developed  concerning  the  relative  roles  of  private  industry, 
health  plans,  and  the  federal  government  in  the  funding  and  conduct  of  clinical  research.  The 
Commission  will  develop  potentially  acceptable  approaches  to  considering  costs  in  technology 
assessments  and  coverage  decisions.  It  sees  a  great  need  to  assess  the  effectiveness  and  cost 
of  medical  care  -  especially  new  technologies  and  services  -  in  community  practice,  and  plans 
to  work  on  ways  to  facilitate  the  participation  of  practicing  physicians  in  these  studies. 
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Malpractice.  The  Commission  has  issued  a  set  of  recommendations  to  improve  the  functioning 
of  the  current  malpractice  system  and  to  develop  the  components  of  a  better  malpractice  system 
of  the  future.  The  focus  of  the  Commission's  work  on  malpractice  will  now  shift  to  two  additional 
areas:  the  prevention  of  negligent  injuries  and  the  role  of  the  malpractice  system  in  supporting 
or  sidetracking  efforts  to  improve  the  quality  and  cost-effectiveness  of  care. 

The  Commission  will  work  on  ways  to  improve  the  detection  and  prevention  of  negligent  injuries, 
including  developing  better  databases  to  help  focus  prevention  efforts  and  strengthening  the 
quality  assurance  and  risk  management  programs  of  hospitals  and  other  health  care 
organizations.  The  Commission  will  also  examine  initiatives  to  make  available  to  the  public 
information  about  the  malpractice  and  disciplinary  history  of  physicians  in  order  to  judge  whether 
such  disclosures  advance  or  detract  from  the  protection  of  patients  from  negligent  injuries. 

The  Commission  will  study  public  and  private  initiatives  to  improve  how  practice  guidelines  are 
used  in  the  courts.  Based  on  this  analysis,  and  the  results  of  a  study  performed  for  the 
Commission  by  researchers  at  Harvard  University  on  the  current  use  of  practice  guidelines  in 
malpractice  litigation,  the  Commission  may  develop  recommendations  for  how  practice  guidelines 
can  be  better  constructed  and  their  use  in  malpractice  litigation  improved. 

Developing  a  National  Data  Strategy.  Last  year  the  Commission  put  forth  several 
recommendations  for  a  national  data  strategy,  as  well  as  analyses  of  how  such  a  data  strategy 
might  fit  various  reform  scenarios.  Specific  concerns  will  continue  to  focus  on  the  availability  of 
timely  data  to  support  expenditure  limits,  rate  setting,  or  premium  limits;  the  development  of 
timely  data  at  the  state  and  substate  levels;  and  the  databases  needed  to  support  both  quality 
performance  reports  and  risk-adjustment  mechanisms. 

In  addition,  the  Commission  expects  to  continue  monitoring  the  development  of  data  standards 
in  both  the  public  and  private  sectors,  the  development  of  privacy  and  confidentiality  standards, 
and  ongoing  demonstrations  on  the  feasibility  of  data  clearinghouses  or  other  entities  that  might 
achieve  a  degree  of  administrative  simplification. 

Physician  Supply  and  Graduate  Medical  Education.  The  Commission's  1994  annual  report 
will  build  on  the  recommendations  it  made  last  year  to  restructure  graduate  medical  education. 
Since  many  of  the  major  health  reform  proposals  include  provisions  to  develop  a  national 
physician  workforce  policy,  the  Commission's  work  has  focused  on  design  and  technical  issues 
that  will  arise  in  implementation.  These  include  the  structure  and  process  to  be  used  by  a 
national  commission  on  workforce  needs,  the  definition  of  primary  care  specialties,  data  needs, 
allocation  methods,  and  trade-offs  between  meeting  supply  and  specialty  mix  goals. 

Over  the  next  year,  the  Commission  will  continue  to  work  with  the  Congress  on  policy  directions 
into  legislation.  It  will  also  further  develop  its  approach,  focusing  on  such  outstanding  issues  as 
how  to  allocate  residency  slots  to  training  programs  based  on  educational  quality  and  how  to 
integrate  workforce  planning  for  physicians  with  that  for  health  professionals  in  other  fields. 

Nonphysician  Practitioners.  The  Commission  is  analyzing  existing  survey  data  on  nurse 
practitioners,  physician  assistants,  and  certified  nurse  midwives  to  determine  the  roles  of  these 
practitioners  in  meeting  the  needs  of  the  underserved  populations.  These  data  are  being  used 
to  determine  the  proportion  of  the  current  workforce  that  is  practicing  in  underserved  areas  such 
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as  HPSAs  and  high-poverty  areas  as  well  as  to  examine  the  practice  settings,  experience,  and 
the  services  they  are  performing  in  these  areas. 

Further  work  will  examine  the  educational  preparation  of  nonphysician  practitioners  (NPPs)  to 
determine  the  factors  that  influence  recent  graduates'  location  in  underserved  areas,  as  well  as 
the  training  that  may  specifically  prepare  practitioners  for  working  conditions  in  such  areas. 
Rather  than  repeat  the  studies  of  physicians  that  have  investigated  factors  such  as  financial 
compensation  and  original  place  of  residence  on  new  physicians'  location  choices,  a  case  study 
approach  will  be  used  to  study  nursing  or  physician  assistant  programs  that  focus  on  placing 
graduates  in  underserved  areas.  It  will  focus  on  the  scope  of  practice  -  what  sort  of  additional 
training  is  used  to  prepare  practitioners  to  work  in  isolated  areas  where  they  may  lack  usual 
back-up  support  -  and  also  determine  the  rate  at  which  the  graduates  are  locating  in 
underserved  areas.  This  analysis  will  consider  the  question  of  whether  funding  programs  with 
high  success  rates  for  placing  graduates  in  underserved  areas  is  more  effective  than  broad- 
based  payment  policies. 

The  Commission  also  plans  to  conduct  a  survey  of  several  types  of  nonphysician  practitioners 
to  obtain  comparable  data  across  groups.  Current  analyses  of  NPP  survey  data  have  been 
limited  by  the  lack  of  comparability  in  survey  instalments.  Among  other  points,  this  survey  will 
investigate  the  degree  to  which  the  practitioners  collaborate  with  physicians  and  also  the  extent 
to  which  they  practice  procedure-oriented  as  opposed  to  primary  care.  Current  efforts  to 
examine  such  issues  are  hindered  by  the  various  categories,  titles  and  detail  of  survey  questions 
that  have  been  used  among  groups  of  practitioners.  For  example,  the  physician  assistants 
define  their  specialties  similarly  to  those  of  physicians,  yet  the  specialties  of  nurse  practitioners 
are  setting  or  age  specific.  Additionally,  the  survey  data  available  on  nurse  practitioners  includes 
a  detailed  listing  of  practice  settings,  including  such  settings  as  migrant  health  centers  and 
homeless  shelters.  For  physician  assistants  and  certified  nurse  midwives,  however,  the 
descriptions  are  more  limited. 

To  better  understand  the  potential  roles  of  NPPs  in  a  reformed  health  care  system,  the 
Commission  contracted  with  RAND  to  conduct  a  case  study  of  the  use  of  NPPs  in  health 
maintenance  organizations  and  group  practices.  This  study  described  the  roles  of  physicians 
and  NPPs  in  these  settings,  differences  in  management  styles  across  settings,  the  nature  of 
working  relationships,  and  likely  future  trends  in  the  use  of  NPPs.  The  Commission  plans  to  both 
explore  some  of  the  findings  in  more  depth  and  expand  the  study  to  a  wider  variety  of  practice 
settings  including  community  health  organizations,  rural  health  centers,  and  clinics  in 
underserved  areas. 

The  Commission  also  intends  to  broaden  its  consideration  of  health  workforce  needs  by 
examining  issues  related  to  the  education  of  NPPs.  This  work  will  consider  approaches  to 
determining  the  appropriate  mix  of  professionals  across  health  disciplines  and  mechanisms  for 
providing  funding  support  for  NPP  training. 

An  issue  that  has  received  increasing  attention  this  year  concerns  the  effects  of  state  practice 
acts  in  restricting  or  facilitating  NPP  practice.  The  Commission  envisions  several  possible 
projects  to  explore  this  issue  further  in  the  coming  year.  The  first  would  focus  on  existing  state 
practice  acts  and  the  factors  affecting  the  scope  of  practice  they  allow.    The  second  would 
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explore  issues  related  to  model  practice  acts  including  processes  for  their  development  and 
potential  for  their  adoption. 

Licensing  and  Credentialing.  In  the  area  of  licensure  and  credentialing,  the  Commission  will 
analyze  options  for  improving  the  methods  for  credentialing  physicians,  including  tying 
credentialing  and  certification  more  closely  to  competency.  The  role  of  state  licensing  boards 
in  assessing  quality  of  care  will  be  explored  in  relation  to  other  systems  of  quality  assurance. 

Medicare  and  Medicaid 


Monitoring  Access  of  Medicare  Beneficiaries.  Each  year  the  Commission  reports  to  the 
Congress  on  the  effects  of  Medicare  payment  reform  on  beneficiary  access  to  care.  It 
approaches  this  issue  from  two  perspectives:  actual  beneficiary  use  of  services  and  physician 
willingness  to  serve  beneficiaries. 

The  Commission's  work  to  monitor  access  from  the  perspective  of  beneficiary  use  of  services 
includes  analysis  of  data  from  three  sources:  Medicare  claims,  the  Medicare  Current  Beneficiary 
Survey  (CBS),  and  surveys  of  beneficiary  complaints  about  access  to  care.  Analysis  of  claims 
data  from  a  5  percent  sample  of  Medicare  beneficiaries  (about  1 .5  million  beneficiaries)  will 
continue  to  track  service  use  for  specific  procedures  and  for  vulnerable  populations.  This  work 
seeks  to  relate  changes  in  utilization  to  changes  in  the  payment  system  and  to  interpret  whether 
such  changes  reflect  changes  in  access  to  care.  Work  planned  for  FY  1 995  will  extend  previous 
work  by  adding  claims  data  from  1994  as  they  become  available.  Particular  attention  will  be 
focused  on  those  localities  where  average  fee  levels  are  falling  most  steeply  as  the  fee  schedule 
is  implemented.  Future  plans  for  analysis  of  Medicare  claims  data  include  use  of  patient 
diagnoses  to  characterize  emergency  room  and  other  ambulatory  care  visits  as  chronic  and 
acute  care  visits.  Use  of  emergency  rooms  for  care  of  chronic  conditions  may  indicate  lack  of 
access  to  a  usual  source  of  care.  New  analyses  of  data  from  private  sector  claims  will  permit 
comparisons  of  Medicare  and  non-Medicare  service  use  and  assessment  of  whether  changes 
in  service  use  are  unique  to  the  Medicare  program  or  if  they  are  part  of  larger  trends  in  the 
health  care  system. 

The  Commission  will  compare  the  responses  to  the  CBS  in  1992  and  1993  with  its  baseline  from 
1991  in  order  to  measure  changes  in  access  to  care  that  may  have  occurred  since 
implementation  of  the  Medicare  Fee  Schedule.  Responses  to  questions  that  address  ability  to 
obtain  care,  availability  of  a  usual  source  of  care,  and  satisfaction  with  care  all  can  provide 
insights  with  respect  to  the  ability  of  beneficiaries  to  obtain  needed  services.  Planned  future 
work  with  data  from  the  survey  includes  analysis  of  access  to  care  for  vulnerable  populations 
which  will  complement  the  analyses  of  Medicare  claims  data  described  above.  Availability  of 
1990  census  data  will  permit  even  more  extensive  analyses  of  factors  affecting  access  for  these 
beneficiaries  than  was  possible  in  previous  years. 

For  the  past  two  years  the  Commission  has  surveyed  congressional  offices  to  determine  the 
volume  of  beneficiary  complaints  related  to  access.  Analysis  of  the  results  of  this  survey  points 
up  potential  access  problems  that  are  investigated  in  depth  with  Medicare  claims  data  and  data 
from  the  Current  Beneficiary  Survey.  The  Commission  will  continue  to  gather  information  to 
focus  its  analyses  on  areas  of  greatest  potential  concern. 
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To  monitor  access  from  the  perspective  of  physician  willingness  to  provide  services  to  Medicare 
beneficiaries,  the  Commission  will  look  to  its  survey  of  physicians  described  below.  To 
complement  the  physician  survey  analysis,  staff  plan  to  use  the  Medicare  National  Claims  History 
Provider  File  (PF)  to  measure  the  volume  of  services  provided  to  beneficiaries  pre-  and  post- 
payment  reform.  The  PF  includes  information  from  1991  and  1992  Medicare  Part  B  claims 
submitted  by  a  nationally  representative  sample  of  physicians  serving  Medicare  beneficiaries. 
Planned  analyses  will  focus  on  the  question  of  whether  there  has  been  an  increase  in  the 
concentration  of  beneficiaries  among  physician  practices  since  the  implementation  of  the 
Medicare  Fee  Schedule. 

Beneficiary  Financial  Protection.  The  Commission  is  also  required  to  prepare  comments  for 
the  Congress  on  the  HHS  Secretary's  annual  report  on  beneficiary  financial  protection.  It  issued 
its  first  report  in  1992,  providing  a  baseline  against  which  future  changes  could  be  compared. 
Analyses  in  the  1995  report  will  draw  on  available  data  from  1993  and  1994.  The  report  will  first 
describe  existing  physician  assignment  and  billing  patterns  and  then  probe  the  relationship 
between  changes  in  fees  and  physicians'  billing  practices.  Of  particular  interest  will  be  whether 
physicians  become  more  willing  to  accept  assignment  in  areas  or  for  services  where  Medicare 
fees  have  increased  under  the  Medicare  Fee  Schedule  and  if  they  are  more  likely  to  balance  bill 
when  fees  go  down.  The  compliance  with  balance  billing  restraints  will  be  monitored  as  well. 
The  types  of  issues  to  be  addressed  include  whether  changes  in  acceptance  of  assignment  or 
the  level  of  balance  billing  vary  according  to  the  magnitude  of  the  fee  change,  whether  these 
factors  vary  according  to  geographic  area,  physician  specialty,  or  type  of  service,  and  if  they  vary 
across  geographic  areas  based  on  the  differential  between  fees  paid  by  Medicare  and  those  of 
private  payers.  The  Commission  will  also  combine  analysis  of  claims  data  and  the  Current 
Beneficiary  Survey  to  examine  changes  in  balance  bills  according  to  characteristics  of 
beneficiaries  such  as  sex,  age,  race,  education,  and  health  status.  For  this  analysis,  more 
extensive  information  will  be  available  than  in  the  past  on  the  beneficiaries'  income  and  assets 
as  well  as  census  information  characterizing  their  place  of  residence.  In  addition,  physician- 
specific  data  from  1991  and  1992  will  be  used  to  determine  whether  physicians  who  are  balance 
billing  do  so  for  all  or  only  some  of  their  patients  and  services. 

In  its  1993  report,  the  Commission  described  HCFA's  actions  to  protect  beneficiaries  against 
overcharges  and  also  recommended  legislative  action  to  increase  enforcement  authority  of  such 
protection.  This  recommendation  was  accepted  by  the  Congress  but  the  provision  was  stripped 
out  of  OBRA93  under  the  Byrd  rule  restrictions  on  items  included  in  the  budget  bill  and  is  still 
pending.  The  Commission  will  continue  to  assess  possible  actions  to  facilitate  this  process  as 
well  as  monitor  the  extent  of  the  violations  that  are  not  reconciled. 

Physicians  and  the  Medicare  Fee  Schedule.  This  year,  the  Commission  again  surveyed 
physicians  about  their  experience  with  the  Medicare  Fee  Schedule  and  any  problems  they  have 
encountered.  It  has  contracted  with  the  National  Opinion  Research  Center  to  conduct  the  survey 
and  will  compare  the  results  with  a  similar  survey  conducted  last  year.  Further  analyses  will  use 
both  the  survey  data  and  data  from  other  sources  to  examine  responses  in  relation  to  differences 
in  physician  supply,  fees  from  private  payers,  and  changes  in  payments  under  the  fee  schedule. 
The  Commission  will  continue  to  monitor  physician  practice  patterns  and  will  focus  further  studies 
on  problems  it  identifies. 
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The  Commission  will  also  use  data  from  the  National  Claims  History  system  to  analyze  volume 
responses  to  changes  in  payment  rates,  physicians  billing  below  Medicare-allowed  amounts,  and 
use  of  new  codes  for  visits  and  consultations.  It  will  assess  the  financial  impact  of  the  fee 
schedule  on  physicians  in  different  specialties  and  geographic  areas.  Because  of  the  availability 
of  a  new  file  that  provides  complete  Medicare  billing  records  for  a  sample  of  physicians,  the 
Commission  will  be  able  to  add  analyses  of  the  distributional  effects  of  the  fee  schedule  to  the 
work  it  has  done  in  the  past.  In  addition  to  determining  what  physician  specialties  gain  or  lose 
on  average,  the  Commission  will  be  able  to  determine  what  percent  of  physicians  experience 
large  gains  or  losses.  Also,  improved  geographical  information  may  permit  the  identification  of 
areas  experiencing  large  gains  or  losses.  As  data  from  this  physician  sample  improves,  even 
more  sophisticated  analyses  are  anticipated,  such  as  correlating  changes  in  assignment  rates 
in  a  given  area  with  changes  in  payment  to  individual  physicians. 

Impact  of  Changes  in  Medicare  Payments.  The  Medicare  Fee  Schedule  will  undergo 
continuing  changes  due  to  revision  of  values  for  existing  service  codes,  introduction  of  new 
codes,  and,  possibly,  to  revision  of  Medicare  payment  policies.  The  Commission  will  continue 
to  analyze  the  impact  of  fee  schedule  and  related  payment  changes  on  physician  payments. 
Changes  are  likely  to  stem  from  several  different  sources,  such  as  the  updating  of  relative  work 
values  and  introduction  of  resource-based  relative  values  for  the  practice  expense  and 
malpractice  expense  components  of  the  fee  schedule.  Policy  changes  might  also  come,  for 
example,  from  proposals  to  enhance  payments  for  primary  care  services  or  through  differential 
fee  updates  under  the  Volume  Performance  Standard  process.  The  impact  of  alternative 
strategies  that  are  used  by  HCFA  to  stay  within  its  budget  neutrality  constraints  when 
implementing  changes  will  be  further  analyzed  and,  if  appropriate,  recommendations  made  on 
how  budget  neutrality  should  be  attained  when  particular  policies  are  introduced. 

Reforming  Practice  Expense  and  Malpractice  Premium  Expense  Payment  In  its  1993 
annual  report,  the  Commission  recommended  that  the  Congress  revise  the  current  charge-based 
method  of  calculating  payment  for  practice  and  malpractice  expenses  under  the  Medicare  Fee 
Schedule  with  resource-based  approaches.  Interest  in  this  issue  is  demonstrated  by  inclusion 
of  instructions  to  HCFA  to  develop  such  resource-based  relative  values  in  the  President's  original 
budget  (eventually  removed  because  of  the  Byrd  rule),  of  some  practice  expense  provisions  in 
OBRA93  that  were  justified  as  first  steps  toward  resource-based  payments,  and  of  instructions 
to  HCFA  to  develop  resource-based  relative  values  as  part  of  the  President's  Health  Security 
Act.  The  Commission  expects  continued  requests  from  the  Congress  to  analyze  ongoing  HCFA- 
sponsored  research  and  data  collection,  both  to  inform  the  development  of  legislation  and  to 
monitor  progress  if  the  Congress  mandates  introduction  of  resource-based  relative  values  for 
these  elements  of  the  fee  schedule.  This  issue  is  likely  to  take  on  relevance  beyond  the 
Medicare  system  if,  as  may  occur  under  several  health  system  reform  proposals,  the  Medicare 
Fee  Schedule  is  used  as  the  basis  for  payment  by  other  payers. 

Volume  Performance  Standards.  Under  provisions  of  OBRA89,  the  Commission  is  required 
to  make  recommendations  on  setting  the  Medicare  Volume  Performance  Standards  (VPS)  and 
updating  payment  rates  as  well  as  commenting  on  the  Secretary's  VPS  and  update 
recommendations.  A  number  of  factors  must  be  considered  in  making  these  recommendations, 
including  inflation,  growth  and  aging  of  the  beneficiary  population,  evidence  of  inappropriate  care, 
changes  in  beneficiary  access,  and  changes  in  medical  technology. 
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A  wide  range  of  data  sources  will  be  used  by  the  Commission  in  formulating  its  VPS 
recommendations.  A  key  data  source  is  large  Medicare  and  private  sector  claims  level 
databases.  Medicare  data  will  be  used  to  examine  changes  in  payment  rates  and  volume 
growth.  This  examination  is  useful  in  assessing  both  the  accuracy  of  the  assumptions  used  in 
setting  the  performance  standards  and  measuring  their  impacts  on  various  categories  of 
services.  Private  payer  claims  data  will  be  used  to  examine  changes  in  private  sector  payment 
rates  relative  to  Medicare  rates  and  to  test  for  possible  impacts  of  Medicare  payment  polices  on 
private  sector  payment  and  volume  growth  rates  as  well  as  drawing  out  implications  of  the  gap 
between  Medicare  and  private  rates  for  beneficiary  access  to  care. 

Surveys  of  physicians  and  medical  specialty  organizations  are  used  as  additional  sources  of 
information.  Physician  surveys  will  provide  information  on  physicians'  knowledge  of  the  VPS  and 
whether  they  may  have  directly  or  indirectly  altered  their  practice  patterns  in  response  to 
incentives  created  by  the  VPS  to  control  volume  growth.  Each  year  the  Commission  also 
conducts  a  survey  of  medical  specialty  organizations  to  identify  and  track  the  diffusion  of  new 
medical  technologies. 

Finally,  the  Commission  will  update  its  review  of  the  extent  of  inappropriate  use  of  services, 
outcomes  research,  technology  assessment,  and  the  development  and  dissemination  of  practice 
guidelines. 

In  addition  to  developing  its  recommendations  on  the  VPS  and  fee  updates,  the  Commission  will 
assess  potential  refinements  in  the  VPS  mechanism  (such  as  those  described  below).  As  in 
previous  years,  it  will  incorporate  such  analyses  into  its  report  and  assess  changes  that  are 
proposed  as  part  of  health  system  reform  or  in  the  President's  budget  in  FY  1996. 

Methods  to  Restrain  Volume  Growth.  Even  with  Volume  Performance  Standards,  further  work 
remains  to  be  done  on  methods  to  control  growth  in  the  volume  of  services.  The  Commission's 
efforts  in  this  area  will  focus  on  three  aspects  of  controlling  volume.  First,  it  will  perform  a 
careful  analysis  of  the  recent  slowdown  in  volume  growth  for  surgical  services,  attempting  to 
identify  the  factors  that  have  led  to  this  reduction.  Second,  the  Commission  will  extend  its  prior 
work  on  profiling  of  physicians.  This  will  include  a  study  of  current  profiling  efforts  by  HCFA  and 
by  private  payers  and  will  be  supplemented  with  the  calculation  of  actual  profiles  drawn  from  the 
newly  available  Medicare  data  file  that  provides  complete  Medicare  billing  records  for  a  sample 
of  physicians.  Finally,  the  Commission  will  revisit  various  proposals  to  generate  financial 
incentives  for  volume  control.  These  include  setting  targets  for  small  groups  of  physicians,  such 
as  Volume  Performance  Standards  for  states,  sub-state  areas,  or  smaller  physician  groups.  This 
work  will  also  review  and  analyze  current  approaches  to  bundling  payments,  including  the  HCFA 
Cataract  and  CABG  PPO  demonstrations  and  various  forms  of  capitation  and  partial  capitation 
arrangements  in  the  Medicare  program. 

Health  Professional  Shortage  Area  Bonus  Payments.  The  Commission  is  regularly 
monitoring  the  bonus  payments  to  physicians  in  Health  Professional  Shortage  Areas  (HPSAs) 
and  will  continue  to  analyze  the  impact  of  these  bonuses  on  beneficiary  access  to  care.  A 
modifier  included  on  claims  data  since  1991  is  used  to  specifically  analyze  the  physicians  who 
are  claiming  the  bonus  payments  and  the  services  they  are  providing,  as  well  as  characteristics 
of  the  beneficiary  populations  they  are  serving.  Additional  work  in  this  area  will  encompass 
investigation  of  alternative  ways  of  designating  HPSAs  to  improve  administration  of  bonus 
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payments,  ensure  access  to  care  for  the  underserved,  and  facilitate  access  monitoring.  This  will 
include  studying  the  feasibility  of  converting  data  to  nine-digit  zip  codes  which  would  more 
accurately  pinpoint  the  boundaries  of  the  shortage  areas. 

Managed  Care  and  the  Medicare  Program.  The  Commission  has  had  an  interest  in  the 
Medicare  risk  program  and  has  looked  in  the  past  at  issues  of  risk  sharing  with  providers  and 
the  AAPCC  payment  methodology.  It  plans  to  consider  issues  related  to  strengthening  the 
managed  care  options  within  the  Medicare  program  and  to  assess  the  implications  of  system 
reform  on  the  options  available  to  Medicare  beneficiaries. 

Use  of  Medicare's  Relative  Value  Scale  By  Other  Payers.  In  the  past  few  years,  increasing 
numbers  of  private  payers  and  state  Medicaid  programs  have  chosen  to  incorporate  the 
Medicare  relative  value  scale  into  their  payment  systems.  The  Commission  began  monitoring 
interest  among  other  payers  in  the  Medicare  payment  reform  over  three  years  ago.  This  past 
year,  it  again  surveyed  state  Medicaid  programs  to  document  their  activities  related  to  adoption 
of  Medicare's  relative  value  scale.  The  summary  of  the  survey  results  in  the  Commission's 
upcoming  annual  report  will  provide  the  Congress  with  the  most  current  information  available. 
The  information  gathered  and  links  created  with  staff  of  Medicaid  agencies  and  private  payers 
during  this  survey  and  earlier  ones  have  also  made  the  Commission  a  recognized  source  of 
much-needed  information  by  public  and  private  payers  considering  use  of  Medicare's  relative 
value  scale.  The  Commission  intends  to  proceed  with  its  monitoring  efforts  in  FY  1995  and  to 
continue  to  be  a  source  of  information  and  technical  assistance. 

Private  Sector  Data.  The  Commission  has  made  a  major  effort  to  integrate  information  on  the 
privately  insured  in  its  assessments  of  the  Medicare  program.  In  1992,  the  Commission 
purchased  claims  data  from  the  Medstat  corporation.  This  provided  data  for  immediate  use  that 
was  roughly  representative  of  private  payers.  In  1993,  the  Commission  acquired  claims  data 
from  two  major  private  insurers.  Together,  these  three  datasets  provide  a  validated  benchmark 
for  payment  rates  and  volume  of  services  in  the  private  sector. 

The  Commission  has  used  these  data  primarily  to  monitor  access  to  care  in  the  Medicare 
program,  and  they  have  proven  very  useful  in  this  effort.  For  example,  analyses  of  fees  show 
a  widening  gap  between  those  in  Medicare  and  in  the  private  sector,  but  some  Blue  Cross  Blue 
Shield  plans  are  beginning  to  follow  Medicare's  lead  in  reducing  fees  for  "overvalued" 
procedures.  Further  analyses  of  volume  growth  show  a  remarkable  similarity  between  Medicare 
and  private  payers. 

The  Commission  has  a  number  of  ongoing  and  new  projects  in  this  area.  First,  it  plans  to 
acquire  and  process  more  recent  claims  data,  in  order  to  continue  tracking  fee  and  volume 
trends.  Second,  it  will  expand  analyses  of  spillovers  from  Medicare  fee  changes  to  private  sector 
volume  and  fees.  Third,  the  Commission  plans  an  analysis  of  access  to  care  targeted  on  areas 
where  private  fees  are  highest  relative  to  Medicare  fees.  Fourth,  it  expects  to  perform  a  number 
of  analyses  of  the  potential  impact  of  integrating  the  Medicare  and  Medicaid  programs  into  a 
reformed  national  health  system.  Information  on  current  fees,  volume  of  care,  and  variation 
across  states  in  spending  per  capita  will  allow  the  Commission  to  estimate  the  likely  revenue 
impacts  of  policies  that  would  combine  Medicare  and  Medicaid  with  the  private  health  care 
system. 


34 


263 


Finally,  over  the  past  year  the  Commission  has  used  its  unique  private  sector  claims  database 
to  provide  information  to  a  number  of  other  research  organizations.  These  include  the  HCFA 
Office  of  the  Actuary,  HCFA  Office  of  Research,  congressional  Office  of  Technology  Assessment, 
Harvard  and  the  Johns  Hopkins  Universities,  and  the  American  Medical  Association's  Center  for 
Health  Services  Research.  Because  there  is  no  readily  available  alternative  source  of  private 
sector  payment  information,  we  anticipate  providing  a  similar  level  of  assistance  in  the  coming 
year. 

Monitoring  Access  to  Care  for  Medicaid  Beneficiaries.  The  Commission's  work  on  Medicaid 
in  FY  1 995  will  continue  to  focus  on  access  for  program  beneficiaries.  This  year  the  Commission 
contracted  with  the  Intergovernmental  Health  Policy  Project  to  survey  state  Medicaid  programs 
on  fees  for  48  physician  services.  In  the  coming  months,  the  Commission  will  analyze  these  fees 
and  publish  a  report  on  the  analysis.  Previously,  the  Commission  recommended  that  HFCA 
develop  a  national  Medicaid  claims  system  to  monitor  access  to  care  for  Medicaid  beneficiaries. 
Next  year,  the  Commission  will  evaluate  HCFA's  progress  in  developing  such  a  system. 

This  year,  the  Commission  contracted  with  the  Center  for  Health  Policy  Studies  at  Georgetown 
University  and  Mathematica  Policy  Research  to  develop  and  conduct  a  pilot  survey  on  access 
to  care  for  Medicaid  beneficiaries.  This  project  produced  cost  estimates  for  a  national  Medicaid 
access  survey  that  could  be  conducted  by  HCFA,  just  as  it  conducts  the  Current  Beneficiary 
Survey  for  the  Medicare  program.  The  next  phase  of  the  work  is  to  analyze  the  validity  of  the 
responses  and,  then,  to  evaluate  the  results.  Because  of  the  uncertainty  regarding  whether 
health  care  reform,  if  enacted,  will  encompass  Medicaid  or  retain  it  as  a  separate  program,  the 
Commission  also  is  considering  how  its  work  on  monitoring  access  for  the  Medicaid  population 
could  be  translated  into  efforts  to  monitor  and  ensure  access  for  vulnerable  populations  under 
a  new  system.  During  the  coming  year,  as  the  structure  of  the  reform  becomes  clearer,  the 
Commission  wiil  refine  the  design  of  a  survey  to  monitor  access  for  the  poor. 

Data  Base  Development 

Each  year,  the  Commission  has  both  strengthened  its  expertise  in  data  analysis  and  the 
expanded  the  data  sources  that  it  uses  in  its  work.  Providing  useful  advice  to  the  Congress 
entails  using  available  data  for  both  analyzing  the  issues  and  simulating  the  impact  of  proposed 
and  recent  changes  in  policy.  The  Commission  has  become  expert  in  conducting  sophisticated 
analyses  and  simulations  using  Medicare  claims  data.  It  has  devoted  considerable  staff  time  to 
mastering  HCFAs'  new  National  Claims  History  file  that  provides  the  most  timely  data  on  the 
Medicare  program.  With  this  file,  the  Commission  is  able  to  include  in  its  annual  report  analyses 
of  the  Medicare  experience  in  the  previous  year.  Doing  so  each  year  entails  an  intensive  period 
of  developing  the  analytic  files  and  conducting  the  analyses  in  order  to  provide  the  Congress  with 
the  most  up-to-date  information  on  the  Medicare  program. 

With  the  expansion  of  the  Commission's  work  into  the  broader  issues  of  health  system  reform, 
its  use  of  other  data  sources  has  grown  substantially.  One  of  the  most  exciting  areas  of  data 
development  has  been  in  the  acquisition  of  claims  data  from  several  private  insurers.  This 
allows  the  Commission  to  examine  trends  in  the  private  sector  as  well  as  in  the  Medicare 
program  and  to  assess  the  impact  of  payment  changes  for  both  public  and  private  payers.  This 
database  requires  considerable  cleaning  and  preparation  before  the  analytical  work  can  begin, 
but  the  Commission  makes  the  investment  because  it  is  a  particularly  valuable  source  of 
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information.  To  advance  its  work  in  other  areas,  the  Commission  plans  to  use  survey  data  on 
nonphysician  practitioners,  data  on  the  HPSA  bonus  payment  program,  data  on  the  allocation 
of  residents,  data  on  Medicaid  fees,  1990  census  data,  and  data  from  its  surveys  of  physicians. 
The  Commission's  facility  and  expertise  in  drawing  on  multiple  sources  of  data  is  a  major 
strength  of  its  work  but  one  that  requires  a  substantial  commitment  of  resources. 


ESTIMATE  FOR  FISCAL  YEAR  1995 

The  Commission  requests  $4,176,121  for  fiscal  year  1995.  This  funding  level  is  essentially  the 
same  as  the  Commission's  FY  1994  appropriation,  the  difference  being  only  $5,121.  The 
Commission  has  continued  the  efforts  to  both  introduce  efficiencies  into  its  operations  and  fine 
tune  its  budget  that  allowed  it  to  request  a  5.5  percent  reduction  in  funding  last  year  and  to 
request  nearly  the  same  appropriation  level  for  fiscal  year  1995.  The  budget  presented  here 
reflects  the  Commission's  effort  to  restrain  its  costs  while  requesting  adequate  funding  to  carry 
out  its  work. 

This  funding  level  would  allow  the  Commission  to  maintain  its  staff,  provide  the  necessary 
resources  to  support  their  work,  and  conduct  its  meetings.  It  also  would  permit  the  use  of 
outside  contracts  to  supplement  the  work  of  the  staff.  A  major  portion  of  the  Commission's 
budget  continues  to  be  allocated  to  several  key  budget  items:  staffing,  computer  and 
programming  services,  and  outside  contracts.  Within  these  categories,  the  Commission  is 
requesting  an  increase  above  inflation  for  fringe  benefits  and  reductions  for  both  Commissioners' 
salaries  and  computer  and  programming  services. 

Funds  are  expended  in  two  categories: 
Administration  and  Management 
Policy  Analysis  and  Data  Development 

Most  of  the  Commission's  expenditures  fall  into  the  Administration  and  Management  category 
which  accounts  for  $3,386,101.  The  remaining  $790,020  for  Policy  Analysis  and  Data 
Development  will  be  used  to  fund  organizations  and  experts  to  conduct  work  that  can  be 
accomplished  more  effectively  by  others  than  by  Commission  staff  or  to  provide  data  that 
otherwise  would  not  be  available  to  the  Commission. 

Administration  and  Management  ($3,386  million) 

Included  in  this  category  are  the  funds  required  for  the  routine  operation  of  the  Commission; 
salaries  and  benefits  for  26  fulltime  employees  and  13  Commission  members;  travel  expenses 
associated  with  Commission-related  activities  of  its  members  and  staff;  space  rental  and  facilities 
maintenance  costs;  equipment  and  supplies;  on-line  computer  and  communications  services  in 
support  of  analysis  conducted  by  Commission  staff;  printing  and  production  costs  for  reports  to 
the  Congress;  dissemination  of  published  materials  to  members  of  the  Congress,  interest  groups, 
and  the  public,  as  well  as  distribution  of  staff  analyses,  press  and  congressional  briefing 
materials,  meeting  announcements  and  agendas;  logistical  and  meeting  services  required  to 
conduct  public  Commission  meetings  and  hearings;  and  other  administrative  expenses 
associated  with  carrying  out  the  work  of  the  Commission. 
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Funds  for  staffing  and  mainframe  computer  services  continue  to  comprise  the  major  portion  of 
the  proposed  budget.  To  fulfill  its  congressional  mandate,  the  Commission  sets  ambitious  goals 
for  the  work  it  will  complete  each  year.  Its  success  in  meeting  those  goals  is  due  in  large 
measure  to  its  highly  trained  and  productive  staff.  The  Commission  has  found  from  experience 
that  its  effectiveness  in  meeting  congressional  needs  can  be  maintained  by  its  staff  conducting 
most  of  its  work  and  closely  overseeing  outside  contractors. 

Both  the  need  for  analytic  work  requiring  computer  and  programming  services  and  staff 
capabilities  to  conduct  these  analyses  have  increased  each  year.  The  Commission's  work  on 
monitoring  the  effects  of  the  Medicare  Fee  Schedule  combines  analysis  of  Medicare  claims  data 
with  survey  data  from  a  number  of  sources.  Acquisition  of  private  sector  claims  data,  new 
Medicare  claims  files,  and  1990  census  data  now  enable  the  Commission  to  conduct  even  more 
detailed  analyses  of  Medicare  payment  issues.  The  range  of  issues  raised  by  health  system 
reform,  from  assessing  the  impact  of  different  cost  containment  strategies  to  developing 
workforce  policies,  calls  for  further  data  base  development  and  more  extensive  use  of 
quantitative  analysis.  This  has  had  implications  for  both  the  use  of  computer  resources  and  the 
recruitment  of  staff  with  expertise  in  this  area. 

In  developing  its  salary  projections  for  FY  1995,  the  Commission  anticipates  maintaining  its 
current  staffing  plan,  adjusting  only  for  inflation.  The  Commission's  staffing  plan  and  budget 
begin  with  several  assumptions.  First,  the  skills  required  to  conduct  and  manage  the 
Commission's  work  call  for  seasoned  professionals  and  technical  expertise  and  training  among 
the  junior  staff  who  work  with  them.  Second,  as  noted  in  last  year's  appropriation  request,  the 
Commission  includes  as  members  of  its  staff  health  professionals  and  social  scientists  who  come 
to  work  through  mid-career  fellowship  or  sabbatical  arrangements.  Including  these  individuals 
on  the  staff  brings  skills  and  perspectives  that  might  otherwise  be  difficult  to  come  by  through 
more  traditional  recruitment  efforts  and  often  results  in  savings  because  the  arrangements  they 
make  with  their  sponsoring  programs  can  lower  their  salary  expectations. 

In  reviewing  its  annual  personnel  expenditures,  the  Commission  noted  that  it  had  underestimated 
its  actual  expenses  in  making  its  budget  allocation  for  fringe  benefits.  It  is  requesting  additional 
funds  to  ensure  that  the  allocation  more  closely  reflects  anticipated  spending.  Further  review 
of  recent  trends  in  actual  spending  revealed  the  opportunity  to  reduce  the  amount  requested  for 
Commissioners'  salaries  by  nearly  9  percent,  since  total  compensation  has  been  less  than 
estimated,  even  given  the  high  participation  of  Commission  members  in  Commission-related 
activities. 

The  Commission  continues  to  make  progress  in  increasing  the  efficiency  of  its  mainframe 
computer  and  programming  services.  Because  of  the  growing  demands  for  quantitative  analysis 
in  its  work,  the  Commission  has  highlighted  computer  services  as  a  budget  category  to  monitor 
and  control.  It  has  made  a  concerted  effort  to  use  these  services  in  the  most  cost-effective 
ways.  Through  such  measures  as  use  of  more  efficient  programming  methods,  streamlining  data 
sets,  and  closer  monitoring  of  contracted  programmers  and  staff,  it  was  able  to  reduce  its 
computer  services  budget  by  22.5  percent  for  this  year.  Continuing  this  effort,  the  Commission 
again  anticipates  savings  of  over  1 7  percent  for  next  year,  as  reflected  in  its  request  for  FY  1 995. 

Finally,  the  Commission  is  asking  for  a  20  percent  increase  in  its  printing  budget  for  FY  1995. 
The  volume  of  materials  and  reports  produced  and  distributed  by  the  Commission  has  grown 
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each  year.  Last  year,  the  Commission  took  steps  to  constrain  rising  costs  in  this  budget 
category  by  reducing  its  dependence  on  more  costly  outside  printers  and  expanding  its  capability 
for  in-house  printing.  Anticipating  further  increases  in  printing  volume  in  FY  1995,  the 
Commission  has  allocated  more  funds  to  printing  in  its  proposed  budget.  It  should  be  noted, 
however,  that  even  with  this  increase,  Commission  printing  costs  will  still  be  only  80  percent  of 
what  they  were  before  it  instituted  the  production  changes. 

The  funding  levels  in  all  other  budget  categories  show  a  modest  (2.6  percent)  increase  to 
account  for  inflation. 

The  budget  items  in  this  category  are  as  follows: 

Administration  and  Management  FY  1995  (in  thousands) 

Fulltime  staff  salaries  $1,368 

Other-than-fulltime  salaries  125 

Benefits  425 

Travel  124 

Standard  level  user  charges  152 

Communications,  utilities,  and  other  rent  71 

Computer  and  programming  services  700 

Printing  and  reproduction  120 

Other  services  232 

Supplies  and  materials  40 

Equipment  and  office  furnishings  28 

TOTAL  $3,386 

Policy  Analysis  and  Data  Development  ($790  thousand) 

The  Commission  uses  funds  in  this  category  to  expand  its  access  to  data  and  make  specialized 
analytic  resources  available  to  the  staff  through  the  use  of  outside  contracts.  The  Commission 
contracts  for  survey  work  and  also  in  cases  where  1)  conducting  analyses  internally  would  be 
more  costly  and  time  consuming  than  building  on  existing  work  of  outside  sources,  2)  where 
needed  data  would  only  become  available  to  the  staff  under  contract  with  outside  groups,  or  3) 
where  the  technical  expertise  does  not  exist  within  the  staff  or  needs  to  be  augmented  in  order 
to  complete  tasks  in  a  timely  manner.  Funds  in  this  category  have  also  enabled  the  Commission 
to  hold  conferences  and  convene  panels  and  workshops  in  order  to  draw  on  the  work  and 
professional  judgment  of  physicians  and  other  health  professionals,  consumers,  practice 
managers,  purchasers  and  payers  in  the  private  sector,  state  officials,  and  others.  The 
Commission  has  found  these  means  of  obtaining  information  to  be  particularly  important  in 
strengthening  both  its  understanding  of  the  issues  and  the  credibility  of  its  analyses  and 
recommendations. 

Projects  funded  in  FY  1995  will  support  work  on  a  number  of  issues  described  in  the 
Commission's  work  plan.  Traditionally,  funds  from  this  category  have  been  used  for  a  variety 
of  projects  from  fairly  large  contracts  for  surveys  to  quite  small  projects,  such  as  the  preparation 
of  expert  background  papers.  Certain  projects  can  be  clearly  anticipated  in  advance,  while  the 
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need  for  others  becomes  apparent  as  staff  work  proceeds  or  opportunities  arise  to  obtain 
valuable  information  during  the  year.  The  Commission  has  taken  these  factors  into  account  in 
developing  its  funding  request. 

This  past  year,  the  Commission  has  contracted  for  several  surveys  and  case  studies  to  learn 
more  about  changes  occurring  in  the  health  system  that  affect  the  way  medicine  is  practiced  and 
access  to  care.  These  include  a  survey  of  physicians  on  the  changing  practice  environment,  a 
survey  of  managed  care  organizations,  and  case  studies  of  successful  programs  caring  for  the 
poor  and  the  use  of  nonphysician  practitioners  in  organized  settings.  The  Commission  sees  this 
work  as  particularly  important  both  to  generate  ideas  for  policy  change  and  to  assess  the 
implications  of  options  under  consideration.  Working  with  the  contractors  and  focus  groups  in 
designing  these  studies  has  already  suggested  additional  areas  of  inquiry  and  possible  directions 
for  future  work.  As  the  results  of  the  studies  become  available,  the  Commission  expects  to 
identify  current  and  evolving  arrangements  that  merit  further  examination  and  to  use  outside 
contractors  for  targeted  surveys  and  field  studies  to  bring  more  of  this  information  into  the  policy 
process. 

In  its  upcoming  annual  report  to  the  Congress,  the  Commission  will  be  making  recommendations 
on  the  structure  of  a  quality  assurance  system  under  health  system  reform.  As  it  considers  more 
detailed  design  issues  during  the  coming  year,  it  sees  the  need  to  learn  more  about  current  state 
laws  and  the  quality  assurance  activities  of  both  states  and  private  payers.  This  could  point  to 
some  model  approaches  as  well  as  permitting  a  more  realistic  assessment  of  existing  capabilities 
to  implement  new  quality  assurance  policies. 

The  Commission's  work  on  NPPs  has  been  hampered  by  the  lack  of  information  on  their  practice 
patterns  and  training.  It  plans  to  gather  data  on  NPPs  that  will  permit  comparative  analyses 
across  types  of  practitioners.  It  also  plans  to  fund  a  study  of  the  characteristics  of  educational 
programs  that  are  successful  in  placing  NPPs  in  underserved  areas.  Further,  it  expects  to 
extend  its  study  of  the  roles  of  NPPs  in  organized  settings  to  a  broader  range  of  practice  sites. 

The  Commission  will  continue  to  use  funds  from  this  category  to  support  its  work  on  Medicare 
beneficiary  access.  It  is  interested  in  studies  that  will  increase  its  understanding  of  the  factors 
affecting  physicians'  decisions  not  to  accept  Medicare  patients  and  beneficiaries'  inability  to  find 
a  physician  who  will  care  for  them.  The  Commission  is  also  considering  a  study  of  the  factors 
affecting  the  low  level  of  beneficiary  participation  in  managed  care. 

To  strengthen  its  analysis  of  Medicare  beneficiary  access,  the  Commission  also  plans  to  fund 
a  study  of  the  consistency  between  the  Medicare  file  of  physicians  serving  beneficiaries  (UPIN 
file)  and  the  AMA  Masterfile.  Apparent  discrepancies  between  the  two  files  limit  the  ability  to 
determine  the  proportion  of  physicians  in  a  given  area  who  treat  Medicare  patients.  This  study 
would  enable  the  Commission  to  identify  areas  where  physician  participation  in  the  Medicare 
program  is  particularly  low. 

Some  of  the  Commission's  work  will  be  facilitated  by  systematically  gathering  information  that 
currently  does  not  exist.  On  other  issues,  however,  what  is  needed  is  the  expert  judgment  of 
individuals  who  can  bring  years  of  experience  to  solving  a  difficult  policy  question.  At  this  point, 
the  Commission  anticipates  convening  several  working  conferences  or  expert  panels  to  grapple 
with  such  issues  as  introducing  consideration  of  costs  and  effectiveness  into  technology 
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assessment  and  coverage  decisions,  developing  educational  quality  criteria  for  allocating 
residency  positions  under  a  national  workforce  policy,  identifying  issues  in  the  development  of 
model  practice  acts,  and  designing  a  quality  assurance  system  for  fee-for-service  practice. 

As  in  previous  years,  the  Commission  anticipates  that  funds  from  this  category  will  be  used  to 
acquire  private  sector  data  both  to  keep  existing  files  up  to  date  and  to  take  advantage  of  new 
sources  of  data  pertinent  to  Commission  work. 
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Ongoing  Research  Analysis  Contracts 

The  following  lists  ongoing  research  analysis  contracts  funded  by  the  Commission  during  Fiscal 
Year  1993. 

George  Washington  University,  Washington,  DC  ($130,184) 

The  university's  Center  for  Health  Policy  Research  was  awarded  a  contract  to  study  successful 
models  for  delivering  care  to  inner  city  underserved  populations.  The  project  will  use  intensive 
case  studies  to  identify  and  analyze  successful  approaches  to  providing  primary  care  and  linkage 
of  that  care  to  specialty  and  acute  care.  The  objective  is  to  identify  the  elements  of  these 
approaches  that  could  be  replicated  elsewhere,  and  how  policies  could  be  developed  to  foster 
replication. 

Georgetown  University  Medical  Center,  Washington,  DC  ($41,667) 

The  University  was  awarded  a  contract  to  develop  an  assessment  of  payment  mechanisms  for 
trauma  physicians.  The  project  will  focus  on  trauma  physicians  in  designated  trauma  centers 
and  on  other  physicians  providing  services  for  trauma  patients.  The  project  will  undertake  a 
review  of  background  literature  on  the  trauma  system  in  the  United  States,  a  review  of  patient 
classification  categories  for  trauma  patients,  current  hospital  and  physician  payment  mechanisms 
for  trauma  services,  and  an  assessment  of  the  strengths,  weaknesses,  and  impact  of  proposed 
payment  mechanisms  developed  as  part  of  the  project.  Payment  mechanisms  to  be  examined 
will  include  modified  fee  for  service  and  a  bundled  payment  for  trauma  services  for  each  trauma 
center.  Data  will  be  collected,  analyzed,  and  presented  to  the  Commission  for  review  and 
possible  inclusion  in  the  Commission's  Annual  Report  to  Congress  1994. 

Park  Nicollett  Medical  Foundation,  Minneapolis,  Minnesota  ($172,355) 

The  Foundation,  and  its  subcontractors,  Johns  Hopkins  University  and  Health  Partners,  were 
awarded  a  contract  to  explore  approaches  to  risk  measurement  that  would  be  applicable  to 
applying  risk  adjustments  to  the  premiums  paid  to  plans  by  an  employer  or  a  local  health  plan. 
The  project  has  four  components.  The  first  is  to  develop  a  database  to  be  used  for  testing  the 
ability  of  risk  adjusters  to  predict  average  utilization  for  groups,  rather  than  individuals.  The 
second  is  to  develop  models  that  would  support  testing  of  whether  demographic  variables  and 
self-reported  health  status  are  good  predictors  of  health  expenses.  The  third  is  to  test  the 
predictive  accuracy  of  these  models  on  data  from  groups  of  beneficiaries,  using  both  actual 
groupings  of  beneficiaries  and  simulated  groupings.  The  fourth  component  is  to  assess  the 
administrative  feasibility  of  these  models  for  use  under  health  system  reform.  An  interim  report 
was  submitted  to  the  Commission  in  January.  The  full  results  of  the  study  will  assist  the 
Commission  in  developing  policy  recommendations  for  its  1995  report  to  Congress. 

Project  HOPE,  Bethesda,  Maryland  ($357,022) 

The  Center  for  Health  Affairs,  Project  HOPE,  was  awarded  a  contract  to  design  and  conduct  a 
national  telephone  survey  of  physicians  to  collect  data  on  physicians'  practices  and  their  ability 
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to  provide  appropriate  and  cost-effective  care.  The  survey  is  intended  to  provide  a  better 
understanding  of  recent  changes  in  medical  practice  that  have  occurred  in  response  to  the 
changing  health  care  environment  and  to  anticipate  additional  changes  in  the  future  as  the  health 
care  system  is  reformed.  Topics  to  be  included  in  the  survey  include  physician  and  practice 
characteristics,  involvement  in  delivery  of  primary  care,  use  and  effectiveness  of  tools  such  as 
practice  guidelines  and  profiling,  and  experiences  and  problems  with  gatekeeping  arrangements. 
The  information  gained  from  the  survey  and  subsequent  analysis  of  the  data  is  expected  to  be 
used  by  the  Commission  and  others  to  help  assess  the  effects  of  recent  health  policy  initiatives 
and  to  formulate  policy  recommendations. 

University  of  Chicago,  National  Opinion  Research  Center,  Chicago,  Illinois  ($160,258) 

The  Center  was  awarded  a  contract  to  conduct  a  telephone  survey  of  physicians  which  will 
collect  information  about  their  understanding  of  and  experiences  with  the  Medicare  Fee  Schedule 
and  Volume  Performance  Standards.  Physicians  will  be  asked  about  their  experience  with 
different  payers,  including  Medicare;  changes  in  practice  patterns;  their  understanding  of  the 
Medicare  Fee  Schedule  and  Volume  Performance  Standards;  problems  with  the  fee  schedule; 
and  coding  and  payment  for  visits  and  consultations.  The  information  gathered  from  the  survey 
and  subsequent  analysis  will  enable  the  Commission  to  further  assess  the  effects  of  changes 
in  the  Medicare  program  and  develop  future  policy  options. 

Virginia  Commonwealth  University,  Richmond,  Virginia  ($184,929) 

The  Medical  College  of  Virginia,  Virginia  Commonwealth  University,  and  its  subcontractor, 
Mathematica  Policy  Research,  were  awarded  a  contract  to  conduct  an  exploratory  study  of  the 
arrangements  managed  care  plans  make  with  their  physicians.  The  project  will  identify  and 
address  gaps  in  the  existing  body  of  knowledge  about  the  nature  of  the  relationships  between 
managed  care  plans  and  physicians.  The  study  will  focus  on  how  physicians  are  selected  and 
credentialed  by  various  managed  care  plans;  how  plans  pay  physicians  and  the  kinds  of  financial 
incentive  systems  created  to  influence  practice  patterns;  how  plans  monitor  physician  care  and 
how  plans  use  utilization  management  methods  and  techniques  in  conjunction  with  incentive 
systems  to  promote  desired  physician  behavior.  The  contractors  submitted  a  literature  synthesis 
to  the  Commission  in  January  and  will  convene  an  expert  panel  in  March.  A  telephone  survey 
of  100  plans  will  take  place  later  this  year.  The  results  of  this  study  will  assist  the  Commission 
in  assessing  changes  in  the  health  system  and  in  developing  future  policy  options. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Commission  Meeting  and  Hearing  Schedule 


1993 

January  14-15 
February  22-23 
May  6 
June  16-182 
July  27-28 
September  23-24 
October  28-29 
November  29-30" 
December  8-1 04 


1994 

January  20-21 
February  24-25 
May  2-3 
June  14-173 
July  14-15 
September  22-23 
October  27-28 
December  7-9 


19951 

January  19-20 
February  23-24 
May  5-6 
June  13-163 
July  13-14 
September  21-22 
October  26-27 
December  6-8 


1  The  calendar  for  the  1 995  meetings  is  not  established  but  will  be  similar  (with  the  same  number  of 
meetings)  to  the  1993  and  1994  Commission  meeting  schedules. 

2  The  Commission  held  a  one-day  public  meeting  to  discuss  its  forthcoming  report,  Global  Budgeting 
and  Expenditure  Limits  before  adjourning  for  its  Executive  Planning  Retreat  held  in  Annapolis,  MD. 

3  This  will  be  a  three-day  Executive  Planning  Retreat. 

4  The  Commission  usually  holds  a  public  hearing  the  first  day  of  a  three-day  public  meeting.  Because 
of  the  large  number  of  groups  interested  in  testifying  this  year,  however,  the  Commission  scheduled  a  two- 
day  hearing  and  then  held  a  three-day  meeting  in  December  1993. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Members'  Affiliations,  Terms,  and  Compensation 


Member  and  Affiliation 

John  M.  Eisenberg,  M.D.,  Chairman 
Chairman  and  Physician-in-Chief 
Department  of  Medicine 
Georgetown  University  Medical  Center 
Washington,  DC  20007 

Linda  H.  Aiken,  Ph.D. 
Trustee  Professor  and  Director 
Center  for  Health  Services  and 

Policy  Research 
University  of  Pennsylvania 
Philadelphia,  PA  19104 

Richard  V.  Anderson 

Vice  President  for  Medical  Economics 

and  Health  Statistics 
Kaiser  Permanente  Foundation  Health  Plan 
Oakland,  CA  94612 

P.  William  Curreri,  M.D. 

President 

Stratagem  of  Alabama,  Inc. 

Mobile,  AL  36606 

Karen  Davis,  Ph.D. 
Executive  Vice  President 
The  Commonwealth  Fund 
New  York,  NY   10021-2692 

Robert  Keller,  M.D. 
Private  Physician 
Belfast,  ME   04915 

Anne  Jackson 
Sarasota,  FL  34243 

Michael  D.  McKinney,  M.D. 
Private  Physician 
Pasadena,  TX  77505 


Current 
3-vear  term 

1992-1995 


1991-1994 


1993-1996 


1991-1994 


1993-196 


1992-1995 


1993-1996 


1992-1995 


1993 
Compensation 

$13,796.24 


10,235.92 


(Compensation  waived 
by  Member  request.) 


10.235.92 


(Compensation  waived 
by  Member  request.) 


9,790.88 


6,675.60 


6,230.56 
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Patricia  M.  Nazemetz  1992-1995  $  8,900.80 

Director  of  Benefits 
Xerox  Corporation 
Stamford,  CT  06904 

Joseph  P.  Newhouse,  Ph.D.  1993-1994  7,120.64 

Professor  of  Health  Policy  and  Management 
Director,  Division  of  Health  Policy, 

Research  and  Education 
Harvard  University 
Boston,  MA  02115 

Thomas  Reardon,  M.D.  1991-1994  9,123.32 

Private  Physician 
Portland,  OR  97230 

Uwe  E.  Reinhardt,  Ph.D.  1992-1995  7,120.64 

James  Madison  Professor  of 

Political  Economy 
Princeton  University 
Princeton,  NJ   08544 

Earl  P.  Steinberg,  M.D.  1993-1996  8,455.76 

Associate  Professor  of  Medicine 
Director,  Program  for  Medical  Technology 

and  Practice  Assessment 
Johns  Hopkins  University 
Baltimore,  MD  21205 
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Estimated  Obligations  for  Consulting  Services 
(in  thousands  of  dollars) 


1993 
$-0- 


1994 
$-0- 


1995 
$-0- 


The  Commission  has  not  included  the  services  of  outside  experts  in  its  Fiscal  Year  1995  budget 
request. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Estimated  Obligations  for  Related  Services 

1994  1995 

GSA  $41,200  $42,271 

Other 
Contracts  $185,000  $189,810 


This  category  includes  funds  for  the  Commission's  administrative  support  services  contract 
currently  provided  by  the  General  Services  Administration  (GSA),  External  Services  Branch. 
These  services  include  personnel  and  payroll  processing,  the  provision  of  the  standard  benefits 
packages  for  Commission  employees,  such  as  retirement,  life  and  health  insurance  benefits. 
Routine  accounting  and  auditing  services,  as  well  as  guidance  on  legal  and  contracting  matters, 
are  also  provided  under  this  agreement.  The  services  funded  under  this  category  are  of  a  highly 
specialized  and  technical  nature,  and  it  is  more  efficient  to  acquire  such  support  from  outside 
sources. 

The  "Other  Contracts"  category  provides  funds  for  a  variety  of  services  required  from  outside 
organizations.  Such  services  include  logistical  arrangements  for  the  Commission's  regularly 
scheduled  public  meetings  and  hearings,  as  well  as  working  meetings  with  experts  actively 
involved  in  the  health  policy  sector,  both  locally  and  around  the  country.  Many  types  of  support 
services  are  provided  during  the  Commission's  meetings,  such  as  audio-visual  setups  and 
amplification;  and  professional  recording  and  transcribing  of  each  session.  In  addition  to  these 
services,  the  Commission  publishes  an  annual  report  and  several  other  topical  reports  to  the 
Congress  each  year.  The  production  of  these  reports  requires  editorial  and  graphic  design 
services  and  distribution  of  these  reports  to  Congressional  offices  and  the  general  public.  Other 
areas  which  require  the  use  of  outside  contracted  services  include  staff  training  in  computer 
operations  and  software  applications,  equipment  maintenance  agreements,  and  similar  services 
that  could  not  be  provided  by  Commission  staff. 
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Wednesday,  March  16,  1994. 

FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

WITNESSES 

JOHN  CALHOUN  WELLS,  DIRECTOR,  FEDERAL  MEDIATION  AND  CON- 
CILIATION SERVICE 
BRIAN  L.  FLORES,  DEPUTY  DIRECTOR 
MARY  P.  DURKIN,  DIRECTOR,  BUDGET  AND  FINANCE 
JOHN  A.  WAGNER  DIRECTOR,  FIELD  SERVICES  AND  TRAINING 

Mr.  Serrano  [presiding].  Good  morning.  I  would  like  to  call  the 
hearing  to  order,  and  thank  all  of  you  for  being  here  with  us  today. 

Our  first  witness  is  the  Director  of  the  Federal  Mediation  and 
Conciliation  Service,  Mr.  John  Calhoun  Wells,  whom  we  welcome. 
And  we  would  ask  you  to  please  introduce  the  rest  of  the  folks  that 
are  with  you. 

INTRODUCTION  OF  WITNESSES 

Mr.  Wells.  Thank  you  very  much,  Mr.  Chairman. 

I  am  accompanied  by  three  senior  members  of  the  Federal  Medi- 
ation and  Conciliation  Service.  Why  don't  I  ask  them  to  introduce 
themselves  to  you  and  to  the  committee,  and  indicate  their  respon- 
sibility with  FMCS,  and  I  will  start  with  our  Budget  Director. 

Ms.  DURKIN.  I  am  Mary  Durkin.  I  am  Director  of  Budget  and  Fi- 
nance for  the  Federal  Mediation  and  Conciliation  Service.  I  have 
been  with  the  agency  for  over  20  years. 

Mr.  FLORES.  I  am  Brian  Flores,  currently  Deputy  Director  of  the 
Federal  Mediation  and  Conciliation  Service. 

Mr.  Wagner.  I  am  John  Wagner,  Director  of  Field  Services  and 
Training  for  the  Service.  I  have  been  with  the  agency  over  20 
years. 

Opening  Statement 

Mr.  Wells.  Mr.  Chairman,  with  the  consent  of  the  Chair,  I 
would  like  to  offer  my  opening  statement  for  the  record  and  briefly 
summarize  that  opening  statement  for  you. 

My  opening  statement  is  of  four  principal  parts.  First  is  a  de- 
scription and  overview  of  FMCS  and  our  particular  mission.  Second 
is  a  discussion  of  the  programmatic  activities  of  this  agency.  Third 
is  a  discussion  of  major  new  initiatives  in  which  we  are  involved, 
such  as  the  National  Partnership  Council  and  a  reinvention  of 
FMCS  itself.  And  last,  but  certainly  not  least,  is  our  budget  and 
staffing  request  to  this  committee. 

FMCS  was  organized  as  part  of  the  Taft-Hartley  Act  in  1947. 
Our  principal  mission  at  that  time,  which  continues  to  this  day,  is 
the  prevention  and  minimization  of  labor-management  disputes. 
We  also  are  involved  with  the  promotion  of  collective  bargaining, 
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mediation  services,  and  arbitration  in  all  sectors  of  the  organized 
economy  with  the  exception  of  air  and  rail.  That  legislative  man- 
date was  significantly  expanded  with  passage  of  legislation  in  1978 
and  1990,  which  I  will  mention  in  a  moment. 

DISPUTE  MEDIATION 

We  have  five  principal  programmatic  areas.  First  is  dispute  me- 
diation. We  have  approximately  200  mediators  strategically  placed 
throughout  the  Nation  in  79  locations  whose  job  it  is  to  come  to  the 
bargaining  table  when  invited  and  when  needed  to  assist  union 
and  management  in  forging  new  collective  bargaining  agreements. 
Last  year  these  mediators  were  involved  with  an  excess  of  6,400 
different  mediation  disputes. 

PREVENTIVE  MEDIATION 

We  have,  second,  what  is  known  as  preventive  mediation.  Pre- 
ventive mediation  has  a  long  history  in  this  agency,  in  which  we 
attempt  to  help  the  parties  strengthen  and  improve  their  relation- 
ship. But  it  was  significantly  expanded  with  the  passage  of  the 
Labor  Management  Cooperation  Act  of  1978.  You  may  have  some 
interest  in  this,  Mr.  Chairman,  because  this  Act  was  sponsored  in 
the  House  by  then  Congressman  Stan  Lundine,  now  Lieutenant 
Governor  of  New  York,  and  by  the  late  Senator  Javits. 

This  was  a  singular  achievement  in  my  opinion  because  it  au- 
thorized and  directed  FMCS  to  forge  labor-management  coopera- 
tion, working  at  the  workplace  and  at  the  industry  level.  Last  year, 
this  agency  was  involved  in  1,600  preventive  mediation  cases. 

ARBITRATION 

Our  third  programmatic  activity  is  arbitration.  We  provide,  at  no 
cost  to  the  parties,  panels  of  objective  third-party  arbitrators  when, 
during  the  course  of  contract  administration,  difficulties  arise 
which  the  parties  are  unable  to  resolve  themselves.  Last  year 
FMCS  provided  32,300  panels  of  arbitrators  to  the  labor-manage- 
ment community. 

LABOR-MANAGEMENT  COOPERATION  PROGRAM 

Fourth  is  our  labor-management  cooperation  grants  program 
which  grew  out  of  the  Javits-Lundine  bill  of  1978.  This  is  a  pro- 
gram in  which  we  fund  labor-management  cooperation  committees. 
In  fiscal  year  1993,  we  were  able  to  provide  10  new  grants  out  of 
an  application  pool  of  87. 

This  is  an  important  program,  we  believe,  and  one  which  really 
provides  the  necessary  funding  for  union  and  management  leaders 
to  come  together  in  a  nonadversarial  setting  to  try  to  improve  their 
relationship  and  drive  economic  competitiveness,  profits  and  em- 
ployment security. 

ALTERNATIVE  DISPUTE  RESOLUTION 

The  last  FMCS  program  is  alternative  dispute  resolution.  This 
activity  expanded  with  legislation  passed  in  1990.  It  is  known  as 
ADR,  in  which  we  use  mediation  techniques  and  skills  in  an  effort 
to  reduce  cost  and  time  and  prevent  conflicts  from  going  to  litiga- 
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tion.  We  were  involved  in  25  alternative  dispute  resolution  cases 
last  year.  That  is  a  rather  low  number,  but  it  is  a  misleading  num- 
ber. 

For  example,  we  were  involved  in  107  age  discrimination  cases. 
Those  107  cases  are  rolled  together  and  count  only  as  one  ADR.  We 
are  involved  in  providing  these  services  to  the  array  of  agencies 
within  the  Federal  Government. 

NEW  INITIATIVES 

Next,  I  would  like  to  describe  our  new  initiatives  at  FMCS.  One 
in  which  I  take  a  considerable  amount  of  personal  pride  is  the  es- 
tablishment of  the  Mediator  Task  Force  on  the  Future  of  FMCS. 
As  you  know,  the  Clinton  administration  is  driving  the  proposal  of 
reinvention  of  government  to  try  to  make  the  government  work  bet- 
ter and  cost  less.  We  at  FMCS  have  brought  together  a  representa- 
tive sample  of  our  mediators  from  throughout  the  Nation,  and  they 
are  meeting  on  a  continuing  basis  to  review  and  develop  rec- 
ommendations, based  upon  our  statutory  framework  and  legislative 
history,  as  to  how  best  to  respond  to  the  labor-management  parties 
in  the  remainder  of  this  decade  and  into  the  next. 

Another  major  innovation  in  which  we  are  involved  is  the  Na- 
tional Partnership  Council.  The  National  Partnership  Council  grew 
out  of  Vice  President  Gore's  National  Performance  Review.  The  Na- 
tional Partnership  Council  is  an  organization  of  11  individuals,  all 
appointed  by  the  President,  whose  purpose  it  is  to  foster  and  de- 
velop a  partnership  within  the  Federal  Government,  to  get  Federal 
managers  and  elected  union  leaders  to  come  together  in  partner- 
ship fashion,  and  try  to  improve  the  quality  of  service  to  the  Amer- 
ican people  and  the  American  taxpayers.  I  sit  on  that  Partnership 
Council,  and  we  at  FMCS  are  providing  considerable  training,  as 
well. 

funding/staffing  request 

And  last,  Mr.  Chairman,  but  clearly  of  considerable  importance 
to  us,  is  our  budget  request  to  you  and  to  this  committee.  We  are 
here  to  request  $30,735,000  for  this  coming  fiscal  year,  and  302 
full-time  equivalent  positions. 

That  concludes  my  summation  of  the  opening  statement.  My  col- 
leagues and  I  would  be  pleased  to  answer  any  questions  that  you 
might  have  of  us. 

[The  prepared  statement  and  biography  of  John  Calhoun  Wells 
follow:! 
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Statement  by 

John  Calhoun  Wells,  Director 

Federal  Mediation  and  Conciliation  Service 

before  the 

Labor,  Health  and  Human  Services,  Education 

and  Related  Agencies  Subcommittee 

of  the 
House  Committee  on  Appropriations 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

It  is  my  pleasure  to  present  to  you  the  Fiscal  Year  1995 
appropriation  request  for  the  Federal  Mediation  and  Conciliation 
Service.   I  would  like  to  describe  briefly  the  FMCS  mission,  list 
our  program  activities,  and  outline  objectives  for  the  budget  year. 
I  would  also  like  to  describe  a  new  initiative  of  the  Service- -work 
with  the  National  Partnership  Council  established  by  Executive 
Order  12871  and  mediator  involvement  with  partnership  councils 
throughout  the  federal  government. 

FMCS  Mission 

The  Service  was  established  by  Congress  in  1947  as  an 
independent  agency  charged  with  the  prevention  and  minimization  of 
labor  disputes  through  the  use  of  mediation  and  conciliation  in  all 
industries,  except  the  railroad  and  airline  industries.   In  1978, 
our  charter  was  significantly  expanded  by  the  Labor  Management 
Cooperation  Act,  which  authorized  FMCS  to  actively  encourage  joint 
labor -management  collaborative  activities  in  order  to  enhance 
economic  competitiveness  and  involve  workers  in  decisions  affecting 
their  jobs. 

The  FMCS  mission  statement  calls  for  the  development  of  sound 
and  stable  labor -management  relationships,  the  promotion  of 
collective  bargaining,  mediation,  and  voluntary  arbitration  as  the 
preferred  process  for  settling  issues  between  employers  and 
representatives  of  employees,  and  the  fostering  of  constructive 
joint  relationships  of  labor  and  management  leaders  to  increase 
understanding  and  ability  to  resolve  common  problems.   Over  the 
last  few  years,  the  Service's  mission  has  expanded  to  include 
Alternative  Dispute  Resolution  work  outside  the  traditional  labor- 
management  area  through  which  FMCS  helps  to  reduce  government -wide 
litigation  costs  and  improve  federal  regulatory  procedures  and 
relationships. 

Through  Dispute  Mediation,  Preventive  Mediation,  Arbitration, 
Alternative  Dispute  Resolution,  and  the  Labor  Management 
Cooperation  Program,  our  legislative  mandate  is  accomplished. 

Dispute  Mediation 

Federal  mediators  have  been,  and  will  continue  to  be,  active 
in  negotiations  throughout  the  United  States.   Through  our 
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mediators  employed  in  79  field  offices,  FMCS  has  "grass  roots" 
access  to  the  labor -management  community.   Our  work  encompasses 
small,  medium,  and  large  employers.   Our  work  with  small  firms  is 
particularly  critical  since  they  have  fewer  resources  for  private, 
professional  assistance  in  dealing  with  labor -management  problems. 

While  the  number  of  work  stoppages  has  declined  in  recent 
years ,  mediators  have  continued  to  be  involved  in  contentious 
disputes.   Our  data  indicates  that  the  leading  causes  for  many  of 
today's  disputes  tend  to  be  health  care  costs,  followed  by  job 
security,  economic  issues,  and  working  conditions.   Pattern 
bargaining,  once  the  norm  in  most  industries,  has  continued  to 
diminish,  creating  the  need  for  negotiations  on  a  company-by- 
company  basis. 

In  1995,  there  will  be  contracts  expiring  and  negotiations 
occurring  in  the  agricultural  implement,  heavy  construction 
machinery  manufacturing,  entertainment,  retail  food,  food 
processing,  automotive  transport,  utilities,  construction,  health 
care,  communications  and  information,  electronic  manufacturing, 
insurance  and  hotel  industries,  as  well  as  in  the  public  sector, 
especially  in  school  districts. 

Preventive  Mediation 

FMCS  mediators  are  more  than  "firefighters"  who  assist  the 
parties  in  resolving  a  dispute.  Increasingly,  we  begin  earlier  to 
train  both  sides  in  collaborative  dealings,  in  how  to  bargain  more 
effectively  and  to  work  together  to  increase  the  economic  pie  over 
which  the  parties  can  bargain.  FMCS  Preventive  Mediation  programs 
introduce  the  parties  to  conflict  resolution  techniques  which  they 
can  utilize  to  avoid  workplace  strife  and  to  transform  hostile 
environments  into  cooperative  relationships. 

Our  Preventive  Mediation  efforts  assist  the  parties  in 
resolving  differences  and  building  healthier  relationships  through 
joint  training,  labor -management  committees,  and  programs  such  as 
Orientation  to  Labor -Management  Initiatives,  Partners- in-Change, 
Relationships -by-Obj ectives ,  Committee  Effectiveness  Training,  and 
interest -based  negotiations  or  "win-win"  bargaining  training. 

FMCS  Preventive  Mediation  activities  play  a  vital  role  in 
enhancing  the  labor -management  relationships  which  exist  in  the 
workplace.   These  relationships  have  enormous  implications  for  our 
Nation's  economic  health  and  growth.   Sound,  collaborative 
relationships  enhance  firms'  ability  to  compete,  and  if  our 
Nation's  businesses  cannot  compete,  our  Nation  cannot  thrive 
economically. 

FMCS  promotes  and  encourages  productive  relationships  between 
labor  and  management.   This  role  is  provided  in  our  enabling 
legislation  and  is  implicit  in  the  nature  of  our  practice  with  the 
parties.   Increasingly,  we  are  offering  a  boarder  range  of  services 
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to  adjust  to  the  changing  economic  environment  and  to  respond  to 
customer  requirements. 

Arbitration 

Arbitration  is  used  almost  universally  to  resolve  disputes 
arising  from  the  interpretation  of  collective  bargaining 
agreements.   FMCS  maintains  a  roster  of  nearly  2,000  qualified 
arbitrators  and  provides  lists  of  these  individuals  to 
representatives  of  labor  and  management  seeking  their  services. 
The  parties  select  arbitrators  to  hear  and  decide  their  disputes. 
Each  year  the  Service  provides  thousands  of  panels  of  arbitrators, 
and  through  the  arbitration  program,  FMCS  fosters  improved  contract 
administration . 

Labor-Management  Cooperation  Program 

The  Labor  Management  Cooperation  Act  of  1978,  which 
significantly  expanded  our  charter,  authorized  FMCS  to  "encourage 
and  support  the  establishment  and  operation  of  joint  labor- 
management  activities  conducted  by  plant,  area,  and  industrywide 
committees  designed  to  improve  labor -management  relationships,  job 
security  and  organizational  effectiveness."   Congress  acknowledged 
that  these  labor -management  committees  "enhance  economic 
development  and  involve  workers  in  decisions  affecting  their  jobs 
including  improving  communications  with  respect  to  subjects  of 
mutual  interest  and  concern."   Congress  also  authorized  FMCS  to 
carry  out  a  program  of  grants  to  establish  new  or  expand  existing 
labor -management  committees.   The  Service's  goal  for  this  program 
is  to  encourage  as  many  innovative  efforts  as  possible  to  promote 
the  concept  of  labor -management  cooperation.   In  order  to 
concentrate  on  this  goal,  all  grant  funds  in  1995  will  be  used  for 
new  initiatives. 

Alternative  Dispute  Resolution 

The  Administrative  Dispute  Resolution  Act  of  1990  and  the 
Negotiated  Rulemaking  Act  of  1990  expanded  FMCS '  role  as  a  resource 
and  provider  of  mediation  and  technical  assistance  in  disputes 
involving  federal  agencies.   Through  our  Alternative  Dispute 
Resolution  program,  we  assist  federal  agencies  in  such  matters  as 
mediation  of  discrimination  complaints,  we  assist  in  resolving 
environmental  disputes,  and  we  provide  facilitation/mediation 
assistance  in  regulatory  negotiations. 

Part  of  our  role  is  to  "train  the  trainer"  to  educate  agency 
personnel  in  conflict  resolution  skills  so  they,  in  turn,  can  train 
others.   Much  time  is  now  spent  in  consultation  with  other 
government  agencies,  studying  their  existing  dispute  resolution 
systems  and  how  they  might  work  better.   Our  work  in  Alternative 
Dispute  Resolution  helps  to  reduce  litigation  costs,  and  it  speeds 
federal  processes.   This  work  is  funded  through  interagency 
reimbursable  agreements. 
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National  Partnership  Council  Activities 

As  part  of  the  "reinventing  government"  process  initiated  by 
Vice  President  Gore's  National  Performance  Review,  Executive  Order 
12871  was  issued  by  President  Clinton  on  October  1,  1993.   It 
created  a  National  Partnership  Council  with  eleven  members.   As 
Director  of  the  FMCS ,  I  serve  as  a  neutral  member  of  the  Council. 
The  Executive  Order  gave  the  Council  a  mandate  to  develop  a  new 
form  of  labor -management  relations  throughout  the  Executive  Branch, 
ensuring  the  creation  of  labor -management  partnerships  in  every 
federal  agency  to  transform  the  way  its  organization  is  structured, 
work  is  performed,  and  services  are  delivered.   The  belief  is  that 
productivity  and  efficiency,  as  well  as  a  voice  at  the  workplace 
can  be  achieved  through  the  partnership  vehicle. 

We  at  FMCS  have  received  an  abundance  of  requests  from  labor 
and  management  "pairs"  to  assist  in  the  training  of  such  federal 
partnerships.   The  Service  has  developed  training  materials  for 
members  of  partnership  councils,  and  we  are  beginning 
facilitation/mediation  efforts  both  at  the  national  and  at  the 
"grass  roots"  level  by  working  directly  with  the  parties.   We  also 
anticipate  that  our  involvement  in  federal  sector  Dispute 
Mediation,  Preventive  Mediation,  and  Alternative  Dispute  Resolution 
will  all  increase  as  a  result  of  these  initiatives. 

Summary 

To  meet  the  challenges  of  the  upcoming  months  and  years ,  to 
adjust  to  the  dramatically  changing  economic  environment,  and  to 
adequately  respond  to  our  customers'  needs,  FMCS  must  hire,  train, 
and  retain  the  most  qualified  workforce  possible.   We  must  provide 
our  staff  with  the  resources  they  need  to  accomplish  the  mission  we 
are  entrusted  with- -collective  bargaining,  labor-management 
relations,  and  conflict  resolution  throughout  the  United  States. 
I  am  requesting  that  FMCS  be  provided  with  an  appropriation  level 
of  $30,735,000  and  302  full-time  equivalents  to  accomplish  our  work 
in  Fiscal  Year  1995. 

Mr.  Chairman,  I  will  be  glad  to  respond  to  any  questions  you 
or  other  members  of  the  Subcommittee  may  have . 
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John  Calhoun  Wells 


Appointed  by  President  Clinton  as  the  thirteenth 
Director  of  the  Federal  Mediation  and  Conciliation 
Service,  John  Calhoun  Wells  was  sworn  in  as  Director  on 
November  15,  1993.  Prior  to  his  appointment,  Wells  was 
a  consultant  to  firms  and  unions.  He  assisted  labor  and 
management  in  constructing  new  relationships  based  on 
common  ground  and  mutual  self-interests. 

Mr.  Wells  was  the  President  of  the  John  Gray 
Institute  in  Beaumont,  Texas,  from  1988  to  1991.  Between 
1987  to  1989,  Wells  was  a  Senior  Research  Fellow  at  the 
John  F.  Kennedy  School  of  Government  at  Harvard 
University.  Wells  served  in  Kentucky  State  government 
from  1979  to  1987  in  the  administrations  of  Governors 
John  Y.  Brown,  Jr.  and  Martha  Layne  Collins.  He  was  the 
State's  first  Secretary  of  Labor.  Early  in  his  career 
Wells  served  as  a  Special  Assistant  to  U.S.  Senator 
Wendell  Ford. 

A  native  of  Auxier,  Kentucky,  Wells  holds  a  B.A. 
from  the  University  of  Kentucky,  pursued  graduate  studies 
at  McGill  University,  and  earned  his  M.S.  and  Ph.D.  from 
Rutgers  University.  Wells  has  lectured  extensively  at 
colleges  and  universities  around  the  country  and  is  the 
author  of  numerous  publications  dealing  with  labor- 
management  relations.  He  was  an  active  member  of  various 
community  and  state  organizations  while  living  in 
Kentucky  and  Texas. 
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STRIKES 


Mr.  Serrano.  Well,  we  thank  you  very  much  for  your  statement, 
and  there  are  a  couple  of  questions  that  we  would  like  to  ask  you. 

In  the  area  of  strikes,  in  your  statement  you  indicated  several 
major  industries  that  are  facing  contract  negotiations  in  1994  and 
1995.  Do  you  anticipate  that  any  of  these  will  lead  to  major  dis- 
putes resulting  in  strikes  or  other  disruptions  to  commerce? 

Mr.  Wells.  I  would  have  to  speculate  on  that,  Mr.  Chairman.  I 
think  we  always  have  to  anticipate  the  possibility  of  strikes.  And 
although  strikes  have  been  diminishing,  those  strikes  which  have 
occurred  have  been  contentious  and  difficult.  Since  I  have  been  in 
office,  which  has  been  only  about  three  and  a  half  months,  I  have 
been  involved  in  the  Teamsters  and  United  Parcel  Service  strike 
which  included  165,000  individuals,  and  it  was  short-lived. 

I  have  also  been  involved  in  a  continuing  effort  to  bring  both 
Caterpiller  and  the  United  Auto  Workers  together.  That  was  an  ex- 
ceedingly contentious  strike  sometime  ago  which  has  not  been  fully 
resolved.  In  fact,  there  is  no  contract  yet  in  this  dispute. 

We  have  some  rather  significant  upcoming  negotiations.  If  I 
could  briefly  describe  some — the  over-the-road  trucking  and  the 
Teamsters  contract  is  up  this  month.  That  contract  covers  approxi- 
mately 150,000  workers.  Tire  and  rubber  companies  and  the  Unit- 
ed Rubber  Workers  have  a  contract  expiring  in  April  with  15,000 
workers  involved.  Apparel  manufacturers  and  the  International  La- 
dies Garment  Workers  contract  covering  50,000  workers  expires  in 
May.  New  York  Hospitals  and  Local  1199  have  a  contract  covering 
40,000  employees  expiring  in  June. 

There  are  some  potential  hot  spots,  and  I  wouldn't  want  to  mini- 
mize that,  but  having  said  that,  the  facts  are  that  strikes  have 
been  reduced  in  number  and  that  trend  is  continuing.  Last  year 
there  were  493  strikes. 

Mr.  Serrano.  That  was  going  to  be  my  next  question.  Could  you 
review  for  us  why  you  think  that  has  been  happening,  why  the 
trend? 

Mr.  Wells.  I  think  that  there  has  been  a  reduction  in  strikes  be- 
cause of  fear  of  worker  replacement.  Union  and  management  lead- 
ers whom  I  know,  have  said  to  me  in  confidence  that  fear  of  re- 
placement is  a  considerable  fear.  There  are  not  that  many  high- 
paying,  high-skilled  jobs  available,  and  workers  think  with  some 
intensity  before  they  go  on  strike. 

Another  reason  is  the  fact  that  collective  bargaining  agreements 
are  of  longer  duration  now  and  they  are  not  coming  up  for  renewal 
as  frequently  as  they  have  in  the  past.  I  think  the  increased  com- 
petition that  our  Nation  and  our  industries  and  our  unions  have 
had  to  contend  with  in  recent  years  has  made  all  of  them  sensitive 
on  this  issue.  And  it  is  absolutely  essential  for  this  Nation  to  be 
economically  competitive,  and  to  do  so  requires  good  jobs,  good 
working  conditions,  and  high  profitability. 

I  would  also  like  to  add,  if  it  is  not  too  immodest,  that  I  think 
our  agency  has  had  some  impact  on  the  reduction  in  strikes.  We 
are  doing  a  good  bit  of  work  in  interest-based  bargaining.  We  have 
done  a  good  bit  of  work  in  education,  training  the  parties  on  labor- 
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management  cooperation,  and  you  see  in  leading-edge  firms  and 
unions  a  willingness  to  work  together  that  you  didn't  see  before. 

Xerox,  for  example,  and  the  Amalgamated  Clothing  and  Textile 
Workers  Union  is  a  wonderful  example  of  a  collaborative  process. 
The  United  Auto  Workers  and  Ford  Motor  Company  is  another  ex- 
ample. You  see  it  in  the  steel  industry.  You  see  a  trend  in  the  lead- 
ing-edge firms  and  the  leading,  most  progressive  unions,  which  are 
facing  stiff  overseas  competition,  a  willingness  to  work  together  in 
ways  that  were  not  in  existence  in  the  past. 

HEALTH  CARE  REFORM 

Mr.  Serrano.  You  know,  reelection  for  us  is  something  similar 
to  a  negotiation  with  our  employers,  so  maybe  you  could  give  us 
some  hints  on  how  to  work  on  that. 

We  will  be  spending  a  lot  of  time  this  year,  as  you  know,  on 
health  care  reform.  And  I  guess  one  thing  that  some  people  are 
concerned  about  is  that,  since  health  care  coverage  is  often  central 
to  labor-management  disputes,  what  impact  could  health  care  re- 
form have  on  labor-management  relationships  if  it  resulted  in  uni- 
versal coverage  and  guaranteed  benefits? 

Mr.  Wells.  I  would  have  to  look  into  a  crystal  ball,  but  since  you 
have  asked  a  question,  let  me  speculate. 

My  understanding  from  our  mediators  is  that  health  care  costs 
and  efforts  to  contain  those  costs  largely  by  management  attempt- 
ing to  pass  off  increasing  health  care  costs  to  the  employees  is 
probably  the  single  most  contentious  issue  in  the  contracts  that  are 
negotiated.  This  has  been  the  case  for  several  years. 

If  there  is  universal  coverage,  that  would  remove  this  issue  from 
contention,  it  would  go  a  long  way  in  improving  labor-management 
relationships,  or  at  least  it  would  remove  one  of  the  most  vexing 
and  difficult  issues  with  which  labor  unions  and  American  manage- 
ment are  dealing,  which  is  the  incredible  increasing  cost  of  health 
care. 

I  used  to  be  Secretary  of  Labor  in  my  native  Kentucky.  And  I  re- 
member very  clearly  when  the  president  of  Ford  Motor  Company 
came  to  Louisville.  They  have  a  large  truck  plant  there  with  ap- 
proximately 4,000  employees,  and  he  made  a  speech  in  which  he 
said  at  that  time — this  has  been  a  number  of  years  ago — that  the 
steel  purchased  to  make  cars  and  trucks  that  Ford  produces  costs 
less  per  vehicle  than  health  care.  I  have  never  forgotten  that.  I 
thought  that  was  a  singular  statement.  He  said  at  that  time,  that 
one  of  the  most  grievous  problems  that  Ford  Motor  Company  was 
facing  in  terms  of  being  internationally  competitive,  was  how  to 
contain  health  care  costs. 

Although  it  is  speculation,  universal  coverage  would  remove  one 
of  the  most  contentious  labor-management  issues  from  the  bargain- 
ing table.  It  would  have  a  major  and  positive  impact  on  bargaining 
in  this  Nation. 

Mr.  Serrano.  I  would  like  to  recognize  Chairman  Smith. 

ALTERNATIVE  DISPUTE  RESOLUTION 

Mr.  Smith.  I  just  had  one  question.  It  has  to  do  with  alternative 
dispute  resolution.  How  important  do  you  see  this  as  a  tool  for  solv- 
ing some  of  these  problems? 
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Mr.  Wells.  As  someone  who  has  had  experience  in  government, 
it  seems  to  me  that  the  traditional  method  of  litigation  is  a  very 
costly,  time-consuming,  and  often  a  self-defeating  process. 

What  we  attempt  to  do  in  alternative  dispute  resolution  is  to  uti- 
lize mediation  skills,  common-sense  skills  in  many  ways,  and  try 
to  get  parties  to  search  for  common  ground  and  come  to  quick  reso- 
lution. I  believe  it  is  an  enormously  promising  vehicle. 

We  have  been  involved  with  the  Treasury  Department,  with  the 
Labor  Department,  with  the  Department  of  Health  and  Human 
Services,  and  almost  every  major  agency  of  government.  In  the  last 
few  years  we  have  been  involved  in  three  significant  environmental 
disputes,  and  successfully  resolved  these  disputes  between  several 
parties.  One  case  involved  two  ski  resorts  in  Vermont,  25  land- 
owners and  the  U.S.  Forest  Service. 

Mr.  Smith.  Well,  would  you  say  it  is  a  significant  tool? 

Mr.  Wells.  It  is  a  very  significant  tool  and  a  very  promising  tool. 

Mr.  Smith.  Do  we  have  people  who  are  adequately  trained  in 
quantity  to  do  this? 

Mr.  Wells.  I  would  like  to  yield  to  Mr.  Wagner,  who  is  far  more 
knowledgeable  than  I  in  this  arena. 

Mr.  Wagner.  We  could  use  more  training  in  this  area,  but  we 
do  have  collateral  duty  mediators  throughout  the  country  who  are 
assisting  Federal  agencies  and  helping  them  in  their  ADR  proc- 
esses. We  continually  need  training  to  keep  ourselves  up  to  date  as 
to  the  new  mechanisms.  However,  mediation  has  served  us  very 
well.  Our  technique  and  our  expertise  in  this  area  has  assisted  a 
whole  host  of  Federal  agencies  to  avoid  litigation. 

Mr.  Smith.  Now,  are  you  using  in-house  personnel  for  this? 

Mr.  Wagner.  Yes,  we  are. 

Mr.  Wells.  I  think  a  point  worth  noting  here  is  that  there  is  no 
money  in  this  budget  for  ADR  except  for  initial  consultation.  We 
have  an  ADR  coordinator  in  each  of  our  nine  district  offices  around 
the  Nation,  but  we  are  able  to  provide  this  service  with  the  under- 
standing that  we  will  be  reimbursed  by  other  Federal  agencies  who 
make  use  of  this  service.  So  we  have  not  had  appropriated  funds 
10  provide  this  service. 

Mr.  Smith.  Wait  a  minute.  Are  you  reimbursed  enough  to  pay  for 
the  services  you  have  to  render? 

Mr.  Wells.  Reimbursement  covers  most  of  the  ADR  work,  but  it 
does  not  cover  initial  consultation.  The  early  stage  of  these  projects 
is  not  covered,  but  the  actual  mediation  that  we  provide  in  ADR 
is  covered  by  reimbursement. 

Mr.  Smith.  Well,  as  you  know,  I  assume,  law  schools  are  includ- 
ing alternative  dispute  resolution  training  in  their  curriculum.  And 
I  have  been  told  there  is  a  very  great  demand  for  this  kind  of  serv- 
ice by  those  who  have  had  the  training.  Where  did  you  acquire  the 
people  that  you  have  in-house? 

Mr.  Wells.  We  use  our  mediators,  sir. 

Mr.  Smith.  They  take  special  training,  then,  or  not? 

Mr.  Wagner.  We  have  utilized  outside  sources  for  education  in 
areas  other  than  labor  dispute  resolution.  All  our  mediators  on 
staff  are  experts  in  labor  dispute  resolution  processes.  We  have 
made  it  a  point  to  educate  our  people,  to  expose  them  to  ADR  con- 
cepts, and  to  give  them  experience  in  this  area. 
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Mr.  Flores.  What  we  have  discovered,  sir,  is  that  the  skills  that 
we  have  gained  in  labor  mediation  are  directly  transferable  to 
other  areas.  Conflict  resolution  skills  are  fungible  with  many  other 
areas.  So  we  come  to  the  table  in  many  ways  more  adequately  pre- 
pared than  a  lot  of  people  who  are  coming  out  of  law  school. 

Mr.  Smith.  Don't  you  supplement  that  with  some  specialty  train- 
ing? 

Mr.  FLORES.  Yes,  we  do,  because  there  are  some  unique  events 
in  these  various  agencies.  There  are  things  that  people  have  to 
know  to  be  successful. 

STAFFING 

Mr.  Serrano.  Thank  you. 

Mr.  Wells,  your  FTE  targets  for  1993  and  1995,  how  do  they 
comply  with  the  President's  Executive  Order  to  reduce  Federal  em- 
ployment? And  how  would  they  affect  handling  of  the  workload? 

Mr.  Wells.  They  are  in  line,  Mr.  Chairman. 

Mr.  Serrano.  That  is  a  great  question,  isn't  it?  If  you  don't  han- 
dle that  one  well,  we  are  all  in  trouble. 

Mr.  Wells.  We  are  on  line  with  the  President's  directive  and  we 
will  live  within  the  constraints,  but  it  would  be  less  than  candid 
for  me  to  not  tell  you  that  we  are  squeezed. 

For  example,  last  year,  we  hired  only  five  mediators,  and  since 
I  have  been  on  board,  we  have  hired  two.  We  have  a  few  other  new 
mediators  in  the  pipeline.  We  are  filling  one  of  every  two  mediator 
vacancies.  So  we  have  had  a  considerable  reduction,  and  we  are 
making  do. 

Mr.  Serrano.  Making  do,  but  with  no  further  comment? 

Mr.  Wells.  I  think  we  all  understand  that  this  is  a  time  of  fiscal 
austerity,  and  we  have  to  cut  back.  So  we  are  making  do  with  the 
mediators  and  the  full-time  equivalent  positions  we  have  been  allo- 
cated. 

Mr.  Serrano.  Well,  we  have  no  further  questions,  Mr.  Wells.  We 
would  like  to  thank  you  for  coming  before  us  today.  We  will  put 
your  full  statement  in  the  record,  and  we  thank  you. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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NATIONAL  PARTNERSHIP  COUNCIL 

Mr.  Natcher:   As  part  of  his  National  Performance  Review,  the 
President  established  a  National  Partnership  Council  and  charged  it 
with  developing  proposals  for  achieving  new  labor -management 
partnerships  in  the  Federal  government.   Could  you  briefly  review 
for  the  Committee  the  goals  of  the  National  Partnership  Council, 
what  action  the  Council  has  taken  so  far,  and  what  your  agency's 
role  in  the  Council  is. 

Mr.  Wells:   The  National  Partnership  Council  is  an  eleven-member 
advisory  body  appointed  by  the  President  on  October  1,  1993,  for  a 
two-year  term  to  advise  the  President  on  matters  involving  labor- 
management  relations  in  the  executive  branch.   Its  role  is  to 
support  and  promote  labor -management  partnerships  in  the  executive 
branch,  collect  and  disseminate  information  and  guidance  on 
partnership  efforts,  utilize  expertise  of  individuals  both  inside 
and  outside  government  to  foster  partnerships,  and  propose 
legislative  changes  consistent  with  the  National  Performance 
Review's  recommendations. 

The  National  Partnership  Council  has  held  its  deliberations  in  four 
public  meetings  and  has  delivered  a  report  and  recommendations  to 
the  President  on  January  31,  1994.   The  Council  is  currently  in  the 
process  of  moving  forward  on  a  strategic  plan  to  implement  its 
responsibilities  and  carry  out  its  mandate.   In  this  connection,  a 
work  plan  for  the  remainder  of  1994  is  being  developed  which  will 
address  such  matters  as  communications,  training,  research,  and 
evaluation. 

I  serve  as  a  member  of  the  National  Partnership  Council  and  in  that 
role  as  an  advisor  to  the  President  on  all  matters  of  labor- 
management  relations  in  the  executive  branch.   FMCS  is  expected  to 
take  a  leading  role  in  the  training  of  federal  partners  in  labor - 
management  cooperation,  drawing  from  our  experience  in  the  private 
sector.   FMCS  has  convened  a  committee  of  mediators  with  wide 
federal  sector  experience  to  design  training  materials  and  work 
plans  for  this  activity.   The  experience  and  the  dispersion  of  the 
mediation  staff  uniquely  position  the  Service  in  this  effort.   FMCS 
continues  to  be  available  to  its  federal  clients  as  a  dispute 
resolver  in  addition  to  the  partnership  activities. 

Mr.  Natcher:   In  what  ways  and  by  how  much  do  you  expect  your 
federal  sector  activity  to  increase  as  a  result  of  the  work  of  the 
National  Partnership  Council? 

Mr.  Wells:   Federal  sector  dispute  mediation  now  accounts  for  over 
eight  percent  of  our  dispute  mediation  caseload.   Some  of  this 
activity  will  be  replaced  by  training  in  partnership  skills  which 
result  in  the  use  of  less  adversarial  and  more  collaborative  forms 
of  bargaining.   Mediators  have  been  called  together  as  they  were 
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for  the  development  of  training  materials  and  for  the  design  of 
training  programs.   Our  ability  to  meet  present  demands  for 
partnership  development  is  strained  in  terms  of  resources  and 
staffing.   Increased  future  demands  will  strain  us  even  more, 
particularly  in  Washington,  D.C.  and  other  cities  with  a  major 
federal  presence. 

Mr.  Natcher:   Since  your  FTEs  are  decreasing,  how  will  you  allocate 
your  resources  to  ensure  your  regular  work  is  not  adversely 
affected  by  the  increased  federal  sector  activity? 

Mr.  Wells:   By  equipping  each  of  our  79  field  locations  with 
federal  sector  training  materials,  we  have  moved  the  point  of 
contact  in  federal  cases  closer  to  the  place  where  the  training 
will  be  accomplished.   In  cases  where  entire  agencies  require 
training,  we  will  use  the  method  which  we  have  designed  in 
conjunction  with  Department  of  Defense  civilian  personnel 
officials.   That  method  involves  the  use  of  agency  trainers  and 
designated  union  representatives  as  trainers.   This  system  reduces 
the  work  of  mediators  and  accomplishes  the  goals  of  the  training 
program. 

NEGOTIATED  RULEMAKING 

Mr.  Natcher:   How  has  your  agency  been  involved  with  the 
implementation  of  the  Negotiated  Rulemaking  Act,  enacted  in  1990, 
which  allows  federal  agencies  to  work  with  affected  parties  to 
develop  regulations  through  a  negotiation  process? 

Mr.  Wells:   FMCS  participated  in  the  federal  government's  first 
negotiated  rulemaking  in  1980,  and  we  have  assisted  in  seven  other 
rulemaking  procedures  since  then.   The  enactment  of  the  Negotiated 
Rulemaking  Act  in  1990  highlighted  FMCS  as  a  resource  for 
consultation,  systems  design,  negotiations  training,  and 
facilitation. 

Mr.  Natcher:   What  are  the  pros  and  cons  of  using  the  negotiated 
rulemaking  process  and  how  have  Departments  responded  to  this  new 
opportunity? 

Mr.  Wells:   FMCS  believes  that  the  pros  far  outweigh  the  cons  in 
negotiated  rulemaking.   Reduced  costs  of  litigation  and 
administrative  time  spent  in  processing  complaints  or  appeals  are 
the  major  gains  when  employing  negotiated  rulemaking.   Interest 
groups  have  an  opportunity  to  influence  the  formulation  of  agency 
rules  in  this  process.   This  participation  results  in  a  more 
lasting  and  effective  public  policy.   While  preparation,  convening, 
and  training  participants  in  consensus  decision-making  and  in  the 
conduct  of  the  negotiated  rulemaking  is  time-consuming, 
nevertheless,  the  time  invested  in  the  process  is  recouped  by  the 
reduction  of  complaints  and  litigation. 
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ALTERNATIVE  DISPUTE  RESOLUTION 

Mr.  Natcher:   Please  provide  a  table  showing  how  much  the  Service 
spent  each  year  from  1991-1995  to  train  its  mediators  in 
alternative  dispute  resolution. 

Mr.  Wells:   Little  has  been  spent  in  formal  training  for 
alternative  dispute  resolution.   Mediators  skilled  in  alternative 
dispute  resolution  have  informally  trained  other  mediators .   The 
following  chart  shows  actual  expenditures  for  FY  1991  through 
FY  1993  and  an  estimate  of  expenditures  for  FY  1994  and  FY  1995: 

Fiscal  Year  Actual  Cost/Estimate 

1991  $  5,600 

1992  0 

1993  12,800* 

1994  0 

1995  0 

*0f  this  amount,  $1,900  was  reimbursed  by  the  Department  of  Health 
and  Human  Services. 

Mr.  Natcher:  Are  these  funds  adequate  to  meet  the  growing  demands 
for  these  services?  If  not,  what  additional  training  is  necessary 
and  how  much  would  it  cost  to  provide  it  in  FY  1995? 

Mr.  Wells:   It  has  been  suggested  to  me  by  staff  who  were  here  at 
the  time  that  funds  for  training  in  alternative  dispute  resolution 
have  been  adequate  in  the  past,  but  additional  training  and 
training  of  more  mediators  will  be  necessary  if  demand  for  our 
services  increases . 

STAFFING 

Mr.  Natcher:  What  are  your  FTE  targets  for  1993  through  1995  to 
comply  with  the  President's  Executive  Order  to  reduce  federal 
employment  and  how  do  they  compare  to  budgeted  staffing  levels? 

Mr.  Wells:  The  FMCS  full-time  equivalent  targets  under  President 
Clinton's  Executive  Order  are  312  for  1993,  307  for  1994,  and  302 
for  1995. 

FMCS  implemented  a  personnel  hiring  freeze  in  March  1993,  following 
the  issuance  of  the  President's  Executive  Order,  but  because  the 
Service  had  been  hiring  in  accordance  with  its  original  budgeted 
ceiling  of  315,  the  freeze  half  way  through  the  fiscal  year  was  not 
enough  to  meet  the  reduced  1993  ceiling  of  312,  and  the  Service 
ended  the  year  with  an  FTE  expenditure  of  314. 

The  budgeted  staffing  levels  for  1994  and  1995  are  the  same  as  the 
FTE  ceilings  under  the  Executive  Order,  and  we  envision  no  problem 
with  meeting  the  targets  in  those  years. 
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PAY  INCREASES 

Mr.  Natcher:   What  was  the  amount  of  the  locality  pay  increase  that 
went  into  effect  on  January  1,  1994,  and  how  did  you  absorb  this 
unbudgeted  cost  in  1994? 

Mr.  Wells:   The  FY  1994  cost  of  the  locality  pay  increase  that  went 
into  effect  in  January  1994  was  $492,000.   FMCS  absorbed  this 
unbudgeted  cost  by  scaling  back  hiring  plans,  thus  reducing  salary 
costs,  and  by  redistributing  funds  from  other  non-personnel 
categories. 

Mr.  Natcher:   Are  these  funds  restored  in  your  1995  budget  request? 

Mr.  Wells:   The  1995  appropriation  request  includes  funds  for  the 
annualized  cost  of  the  January  1994  locality  pay  increase. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January 
1995  pay  raise  and  what  percentage  increase  is  this  based  upon? 

Mr.  Wells:   The  1995  appropriation  request  includes  $265,000 
for  a  January  1995  pay  raise,  which  is  a  1.6  percent  increase. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January 
1995  locality  pay  increase  and  what  percentage  increase  is  this 
based  upon? 

Mr.  Wells:   The  President's  budget  includes  a  1.6  percent  pay 
increase  for  1995.   The  Administration  plans  to  consult  interested 
parties  on  the  best  way  to  distribute  this  pay  increase- -through 
locality  adjustments,  through  a  national  pay  raise,  or  through  a 
combination  of  the  two. 

RENTAL  PAYMENTS 

Mr.  Natcher:   The  Committee  understands  that  the  space  rental  costs 
to  GSA  included  in  your  1994  and  1995  budgets  are  higher  than  what 
you  are  currently  paying  but  are  based  on  certain  renovations 
planned  for  your  building.   What  is  the  status  of  these 
renovations? 

Mr.  Wells:   Major  renovations  to  core  areas  of  the  national  office, 
such  as  heating,  ventilation,  concrete  reconstruction,  exterior 
cleaning  and  resealing,  and  elevator  overhaul,  have  been  completed. 
Extensive  floor -by- floor  renovation  has  yet  to  begin. 

Mr.  Natcher:   What  is  the  difference  between  the  rent  in  your  1994 
budget  and  the  space  rent  you  are  actually  being  charged? 

Mr.  Wells:   FMCS  is  currently  paying  $29.00  per  square  foot  for 
space  in  the  national  office,  and  we  anticipate  that  following 
completion  of  all  renovations  in  the  building,  we  will  be  paying 
$34.00  per  square  foot.   Each  year,  FMCS  is  forced  by  the  General 
Services  Administration  to  relocate  several  of  its  79  offices. 
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Following  these  forced  relocations,  we  are  billed  for  new  space  at 
higher  rates  and  these  increases  are  also  included  in  the  FY  1995 
rental  estimate. 

Mr.  Natcher:   How  are  you  spending  the  difference  in  1994? 

Mr.  Wells:   Funds  that  have  not  been  used  in  FY  1994  for  increased 
rental  cost  are  being  used  to  offset  the  cost  of  the  unfunded 
locality  pay  increase  that  became  effective  in  January  1994. 

NATIONAL  PERFORMANCE  REVIEW 

Mr.  Natcher:   Mr.  Wells,  what  is  the  nature  of  the  internal 
management  review  you  initiated  at  your  agency  in  response  to  the 
National  Performance  Review  and  what  are  your  findings  so  far? 

Mr.  Wells:   In  response  to  the  National  Performance  Review,  FMCS 
has  formed  a  Mediator  Task  Force  on  the  Future  of  FMCS,  composed  of 
staff  members  who  are  representative  of  our  workforce.   The  task 
force  will  develop  specific  recommendations  on  the  future  direction 
of  our  agency.   I  expect  that  the  improvements  which  result  from 
the  task  force's  recommendations  will  greatly  enhance  our  role  in 
our  Nation's  labor -management  relations  system  in  the  year  2000  and 
beyond . 

As  part  of  this  reinvention  process,  the  task  force  has  sought 
assessments  of  our  current  activity  and  recommendations  for  the 
future  from  our  clients,  experts  in  labor -management  relations, 
economists,  and  educators.   We  expect  recommendations  from  the  task 
force  within  the  next  two  months  covering  areas  such  as  staffing, 
service  delivery,  rewards,  operating  procedures,  training,  and 
mediator  selection. 

LABOR-MANAGEMENT  COOPERATION  GRANT  PROGRAM 

Mr.  Natcher:   Your  budget  indicates  that  10  new  grants  and  no 
extension  grants  will  be  awarded  in  1995  under  the  Labor -Management 
Cooperation  Grant  Program.   Would  some  of  these  labor -management 
committees  be  formed  without  the  federal  support? 

Mr.  Wells:   While  it  is  possible  that  some  labor -management 
committees  would  be  formed  without  federal  support,  we  believe  that 
lack  of  federal  funding  may  discourage  formulation  or  expansion  of 
some  committees.   We  also  believe  that  other  committees  may  not  be 
as  effective  as  possible  without  federal  support. 

Mr.  Natcher:   How  many  qualified  applications  did  you  receive  last 
year  for  the  Labor -Management  Cooperation  Grant  Program  and  how 
many  new  awards  were  made? 

Mr.  Wells:   In  1993,  FMCS  received  87  qualified  applications  for 
new  grants,  and  we  awarded  nine  grants.   Qualified  applications  met 
criteria  of  the  annual  Application  Solicitation  guidelines 
published  in  the  Federal  Register. 
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Mr.  Natcher:   What  is  the  authorized  funding  level  for  this 
program? 

Mr.  Wells:   This  program  is  authorized  for  "such  sums  as  may  be 
necessary."  The  program  was  authorized  for  $10  million  in  its 
first  year,  1979. 

HEALTH  CARE 

Mr.  Stokes:   We  are  already  seeing  some  changes  in  the  health 
industry,  possibly  in  anticipation  of  enactment  of  some  form  of 
health  care  reform.   What  impact  is  health  care  reform  expected  to 
have  on  the  Federal  Mediation  and  Conciliation  Service? 

Mr.  Wells:   It  is  difficult  to  assess  the  impact  that  health  care 
reform  would  have  on  FMCS  because  we  are  uncertain  of  the  type  of 
reform  that  will  be  enacted.   As  I  have  stated  earlier  in  my 
testimony,  health  care  is  the  most  contentious  issue  at  the 
bargaining  table.   If  universal  health  care  coverage  becomes  a 
reality,  there  will  be  a  significant  change  in  collective 
bargaining.   However,  health  care  may  not  be  eliminated  as  a 
bargaining  issue. 

Because  of  the  variables  in  the  health  care  reform  issue,  it  is 
extremely  difficult  to  project  the  impact  on  collective  bargaining 
and  on  FMCS. 

CONTRACT  EXPIRATIONS 

Mr.  Stokes:  How  many  and  what  large  contracts  are  expected  to 
intensify  the  Federal  Mediation  and  Conciliation  Service  workload 
in  FY  1994  and  possibly  in  FY  1995? 

Mr.  Wells:   There  are  several  large  contract  expirations  that  may 
impact  the  FMCS  workload.   Significant  expirations  for  the 
remainder  of  FY  1994  include  over- the -road  trucking  and  the 
Teamsters  in  March,  the  tire  and  rubber  companies  and  the  United 
Rubber  Workers  in  April,  apparel  manufacturing  and  the 
International  Ladies  Garment  Workers  Union  in  May,  electrical 
manufacturing  and  the  electricians'  unions  in  June,  New  York 
hospitals  and  Local  1199  of  the  Retail,  Wholesale  and  Department 
Store  Union  in  June,  West  Coast  growers  and  the  Teamsters  in  June, 
and  Atlantic  and  Gulf  Coast  Maritime  and  the  International 
Longshoremen's  Association  in  September. 

Significant  contract  expirations  in  FY  1995  include  agricultural 
implement/heavy  machinery  manufacturing  and  the  United  Auto  Workers 
in  October  1994,  the  entertainment  industry  with  the  Teamsters,  the 
American  Federation  of  Television  and  Radio  Artists,  and  the  Screen 
Actors  Guild  in  October  1994  and  June  1995,  the  U.S.  Postal  Service 
and  the  postal  unions  in  November  1994,  the  California  retail  food 
industry  and  the  United  Food  and  Commercial  Workers  Union  in  March 
1995,  and  the  communications  industry  with  the  Communications 
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Workers  of  America  and  the  International  Brotherhood  of  Electrical 
Workers  in  May  and  August  of  1995. 

Mr.  Stokes:   To  what  extent  is  there  a  case  backlog? 

Mr.  Wells:   FMCS  has  no  case  backlog. 

ALTERNATIVE  DISPUTE  RESOLUTION 

Mr.  Stokes:   Alternative  dispute  resolution  services  provided  to 
other  federal  agencies  comprise  what  percent  of  FMCS'  workload? 

Mr.  Wells:   Alternative  dispute  resolution  services  represent  a 
small  portion  of  our  workload.   In  FY  1993,  approximately  4  full- 
time  equivalents  were  used  for  FMCS  alternative  dispute  resolution 
activities.   This  represents  1.3  percent  of  the  Service's 
workyears . 

Mr.  Stokes:   What  amount  of  reimbursable  funds  were  attributed  to 
this  service  in  1992  and  1993? 

Mr.  Wells:   FMCS  received  $184,000  in  1992  and  $197,000  in  1993  for 
these  reimbursable  activities. 

Mr.  Stokes:   What  is  the  projected  amount  for  FY  1994  and  1995? 

Mr.  Wells:   FMCS  expects  to  receive  $245,000  in  1994  and  $250,000 
in  1995  for  reimbursable  activities. 

PREVENTIVE  MEDIATION 

Mr.  Stokes:   Please  elaborate  on  the  effectiveness  of  the 
preventive  mediation  services  provided  by  the  Federal  Mediation  and 
Conciliation  Service. 

Mr.  Wells:   One  measure  of  the  effectiveness  of  FMCS'  preventive 
mediation  services  is  the  reduced  number  of  local,  as  well  as 
national,  strikes  over  the  last  decade.   Another  measure  has  been 
an  increase  in  demand  for  our  relationship -building  programs, 
including  labor -management  cooperation  committees,  Relationships - 
by-Objectives,  Partners  in  Change,  and  Committee  Effectiveness 
Training.   Our  experience  has  been  that  labor-management  parties 
are  looking  for  a  less  adversarial  way  to  resolve  their  disputes  in 
order  to  forge  better  day-to-day  relationships,  and  our  preventive 
mediation  program  meets  this  need.   Speakers  who  have  addressed  the 
Task  Force  on  the  Future  of  FMCS  have  urged  us  to  do  more  in  this 
area  because  it  is  so  effective.   Recommendations  of  the  National 
Performance  Review  reflect  the  value  and  importance  of  this 
activity,  and  there  are  countless  examples  of  companies  which  have 
been  turned  around  because  of  this  activity. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
Fiscal  Year  1995  Appropriation  Request 

EXECUTIVE  SUMMARY 

Created  by  the  Labor  Management  Relations  Act  of  1947,  the 
Federal  Mediation  and  Conciliation  Service  (FMCS)  is  an  independent 
agency  of  the  federal  government.  The  Service  is  mandated  to  use 
mediation  and  other  forms  of  dispute  resolution  to  promote  labor- 
management  peace  in  the  United  States.  FMCS  is  responsible  for  the 
prevention  or  minimization  of  labor-management  conflict  which  would 
have  a  significant  impact  on  interstate  commerce  or  the  national 
defense  in  the  private  and  public  sectors  of  the  American  economy, 
exclusive  of  the  railroad  and  airline  industries. 

Federal  Mediation  and  Conciliation  Service  programs  are 
designed  to  improve  this  country's  collective  bargaining  processes. 
Through  the  Service's  Dispute  Mediation  program,  mediators  avert 
and  reduce  the  duration  of  work  stoppages.  Through  Preventive 
Mediation,  mediators  improve  long-term  collective  bargaining 
relationships.  Through  Arbitration  Services,  the  staff  fosters 
improved  contract  administration.  Through  the  Labor  Management 
Cooperation  Program,  cooperative  efforts  are  promoted,  and  through 
Alternative  Dispute  Resolution,  FMCS  helps  to  reduce  government- 
wide  litigation  costs  and  improve  federal  regulatory  procedures  and 
relationships. 
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To  meet  the  challenges  of  the  upcoming  years,  FMCS  must  hire, 
train,  and  retain  the  most  qualified  workforce  possible,  and  the 
Service's  staff  must  be  equipped  with  the  resources  needed  to  carry 
out  the  FMCS  mission. 

For  Fiscal  Year  1995,  the  Service  is  requesting  a  Full-Time 
Equivalent  level  of  300*  and  an  appropriation  of  $30,735,000. 


*  In  Fiscal  Year  1995,  two  full-time  equivalents  are  requested  for 
reimbursable  agreements  under  the  FMCS  Alternative  Dispute 
Resolution  Program  for  a  total  of  302  full-time  evalents. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
SALARIES  AND  EXPENSES 

TITLE  III — FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
SALARIES  AND  EXPENSES 


For  expenses  necessary  for  the  Federal  Mediation  and 
Conciliation  Service  to  carry  out  the  functions  vested  in  it 
by  the  Labor-Management  Relations  Act,  1947  (29  U.S.C. 
171-180,  182-183),  including  hire  of  passenger  motor 
vehicles;  and  for  expenses  necessary  for  the  Labor- 
Management  Cooperation  Act  of  1978  (29  U.S.C.  175a);  and  for 
expenses  necessary  for  the  Service  to  carry  out  the 
functions  vested  in  it  by  the  Civil  Service  Reform  Act, 
Public  Law  95-454  (5  U.S.C.  chapter  71),  [$30,241,000] 
$30.735,000.  (Departments  of  Labor.  Health  and  Human 
Services,  and  Education,  and  Related  Agencies  Appropriations 
Act.  1994.) 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

BUDGET  ESTIMATES  FOR  FISCAL  YEAR  1995 

SALARIES  AND  EXPENSES.  FEDERAL  MEDIATION  AND  CONCILIATION 
SERVICE  fFMCS) .  STATUTORY  AND  OTHER  LEGAL  AUTHORITIES 

The  Federal  Mediation  and  Conciliation  Service  was 
established  by  Title  II  of  the  Labor  Management  Relations  Act 
(Taft-Hartley)  in  1947  as  an  independent  agency  whose  major 
mission  was  to  prevent  and  minimize  labor-management  disputes 
affecting  interstate  commerce  by  providing  mediation, 
conciliation,  and  voluntary  arbitration.  All  mediation  and 
conciliation  functions  of  the  Secretary  of  Labor  and  the 
United  States  Conciliation  Service  were  transferred  to  FMCS  at 
that  time.  This  mission  includes  both  the  private  and  public 
sectors,  except  for  the  railroad  and  airline  industries,  which 
are  covered  by  the  Railway  Labor  Act  and  the  National 
Mediation  Board. 

A  special  statute  in  1978  directed  FMCS  to  assist  with 
dispute  resolution  in  federal  sector  labor  disputes.  An 
amendment  to  the  Taft-Hartley  Act  in  1978  authorized  and 
directed  FMCS  to  encourage  labor-management  cooperative 
activities  through  the  issuance  of  grants  to  support  joint 
labor-management  activities  conducted  by  plant,  area,  public 
sector,  and  industry-wide  committees. 

In  addition  to  these  responsibilities,  in  1990,  the 
agency  was  authorized  by  two  statutes  dealing  with  alternative 
dispute  resolution,  to  offer  a  variety  of  settlement 
procedures  to  other  federal  agencies  to  resolve  disputes 
arising  out  of  grants,  contracts,  licenses,  or  other  agency 
administrative  actions  and  to  assist  in  the  process  of 
negotiated  rulemaking. 

Most  recently,  the  National  Performance  Review  conducted 
by  the  Vice  President  recommended  creation  of  a  National 
Partnership  Council  in  order  to  promote  the  principles  and 
recommendations  of  the  National  Performance  Review  in  forming 
labor-management  partnerships  in  the  Federal  government.  On 
October  1,  1993,  the  President  issued  Executive  Order  12871 
directing  the  formation  of  the  Council  and  naming  the  Director 
of  Federal  Mediation  and  Conciliation  Service  as  one  of  its 
eleven  principal  members.  The  guidance  in  the  Executive  Order 
directs  Federal  agencies  to  provide  systematic  training  of 
federal  employees  in  Alternate  Dispute  Resolution  techniques 
and  interest-based  bargaining  approaches  and  names  FMCS  as  one 
of  the  prescribed  training  sources.  FMCS  will  make  its 
mediation  and  other  services  available  in  all  types  of 
disputes  between  Federal  sector  parties  in  an  effort  to  avoid 
costly  litigation  and  time-wasting  adversarial  disputes.  This 
training  of  Federal  employees  in  all  government  agencies  will 
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impact  substantially  on  the  workload  of  the  Service  for  the 
next  several  years. 

Over  the  years,  Congress  and  the  Executive  Branch  have 
authorized  FMCS  to  perform  a  variety  of  dispute  resolution 
functions  as  well  as  to  assist  in  the  improvement  of  labor- 
relations  relationships.  The  specific  statutory  and  other 
authorities  which  authorize  these  agency  programs  are 
described  below. 

I.  The  Labor-Management  Relations  Act  of  1947 

(Public  Law  80-101.  29  U.S.C.  Sec.  173)  directs  the 
Service  to  prevent  or  minimize  interruptions  of  the 
free  flow  of  commerce  growing  out  of  labor  disputes 
by  helping  the  parties  settle  such  disputes  through 
mediation.  Parties  are  required  to  notify  the 
Service  30  days  prior  to  a  contract  termination  or 
modification  date  so  that  mediation  services  may  be 
proffered. 

The  Act  establishes  a  special  procedure  for 
threatened  or  actual  strikes  which  in  the  opinion 
of  the  President  imperil  the  national  health  or 
safety.   In  such  a  situation,  the  President  may 
appoint  a  board  of  inquiry  to  ascertain  the  facts 
with  respect  to  the  dispute.   After  receipt  of  the 
report,  the  President  may  seek  to  enjoin  the  strike 
for  not  more  than  80  days,  and  a  court  may  do  so 
if  it  finds  that  the  threatened  or  actual  strike 
or  lockout  affects  a  substantial  part  or  all  of 
an  industry  and  would  imperil  the  national 
health  or  safety. 

II.   The  Health  Care  Amendments  of  1974  (Public  Law 
93-360.  29  U.S.C.  Sec.  158(d)  (amending  the 
National  Labor  Relations  Act)  include  special 
responsibilities  to  prevent  or  minimize  work 
stoppages  in  the  health  care  industry.   In 
the  case  of  this  industry,  FMCS  must  be 
notified  60  days  before  the  termination  date. 
A  30-day  notice  is  required  in  initial  bargaining 
situations.   If,  in  the  opinion  of  the  Director, 
a  strike  is  threatened  which  would  interrupt  the 
delivery  of  health  care  in  the  locality,  the 
Director  may  appoint  a  board  of  inquiry  (29  U.S.C. 
Section  183) .   The  board  has  15  days  within  which 
to  operate  and  file  its  report  and  recommendations; 
parties  must  maintain  the  status  quo  for  15  days 
thereafter  while  further  negotiations  and  mediation 
take  place.  The  parties  are  required  to  cooperate 
in  any  mediation  efforts  by  FMCS. 
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III.   The  Civil  Service  Reform  Act  of  1978  (Public  Law 
95-454.  5  U.S.C.  Sec.  71191  directs  the  Service 
to  provide  mediation  assistance  in  disputes  arising 
from  negotiations  between  Federal  agencies  and  the 
exclusive  representatives  of  their  employees. 

IV.   The  Postal  Reorganization  Act  of  1970  (Public  Law 
91-375.  39  U.S.C.  Sec.  1207)  requires  the  Service 
to  establish  fact-finding  panels  and  arbitration 
boards  if  disputes  between  the  Postal  Service  and 
the  exclusive  representatives  of  its  employees  are 
not  resolved  prior  to  certain  statutory  deadlines. 

V.  Presidential  Statement.  March  24.  1953.  The  Atomic 
Energy  Labor-Management  Relations  Panel  was 
established  within  the  Service  in  March  1953,  by 
President  Eisenhower,  in  order  to  ensure  the 
uninterrupted  functioning  of  the  Atomic  Energy 
Program  without  strikes  or  lockouts  due  to  labor- 
management  disputes.   This  Panel  was  moved  to  the 
Atomic  Energy  Commission  in  March  1956  but  was 
returned  to  FMCS  under  President  Carter  in  April 
1980  and  renamed  the  Energy  Labor  Management 
Relations  Panel  (ELMRP) . 

VI.   Executive  Order  11374.  dated  October  11.  1967. 
transferred  the  responsibilities  of  the  Missile 
Sites  Labor  Commission  (created  by  Executive 
Order  10946)  to  FMCS. 

VII.   The  Federal  Insecticide.  Fungicide  and  Rodenticide 
Act  of  1978  (Public  Law  95-396.  7  U.S.C.  136a(a)) 
requires  the  Service  to  provide  for  the  appointment 
of  arbitrators  to  decide  disputes  concerning  compen- 
sation for  the  use  or  development  of  pesticide 
registration  data. 

VIII.  The  Labor-Management  Cooperation  Act  of  1978  (Public 
Law  95-524.  29  U.S.C.  175a)  amended  Sections  175  and 
302  of  the  Labor  Management  Relations  Act  and 
authorizes  the  Service  to  provide  grant  funds  to 
assist  in  the  establishment  and  operation  of 
labor-management  committees. 

IX.  The  Negotiated  Rulemaking  Act  of  1990  (Public  Law 
101-648)  authorizes  agencies  to  use  the  process  of 
negotiation  in  formulating  proposed  regulations.  By 
convening  all  interested  parties  and  assisting  these 
parties  to  reach  a  consensus  on  the  proposed  rule, 
difficult  and  complex  regulations  can  be  formulated 
and  post  issuance  litigation  minimized.  Under  this 
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Act  the  Administrative  Conference  of  the  United 
States  (ACUS) ,  in  consultation  with  FMCS,  shall 
maintain  a  roster  of  individuals  who  have  acted  as 
or  are  interested  in  serving  as  conveners  or 
facilitators  in  negotiated  rulemaking.   FMCS  may 
assist  agencies  in  the  negotiated  rulemaking  process 
by  providing  training  and  FMCS  facilitators. 

X.   The  Administrative  Dispute  Resolution  Act  (Public 
Law  101-552X5  U.S.C.571.  et  sea,  authorizes 
agencies  to  use  a  variety  of  settlement  procedures 
in  order  to  avoid  the  time  and  expense  of 
litigation.   Coverage  of  the  Act  includes  disputes 
arising  out  of  grants,  contracts,  licenses  or  other 
agency  administrative  actions.   The  Administrative 
Conference  of  the  United  States  (ACUS) ,  in 
consultation  with  FMCS,  shall  maintain  a  roster  of 
neutrals  to  provide  assistance.   FMCS  may  assist 
other  Federal  agencies  in  resolution  of 
administrative  disputes  by  training  persons  in 
skills  and  procedures  and  by  furnishing  FMCS 
personnel  to  serve  as  neutrals. 

XI.   The  U.S.  Code  of  Federal  Regulations  at  45  CFR 

90.43.  issued  by  the  Department  of  Health  and  Human 
Services,  implementing  its  authority  under  the 
Age  Discrimination  Act  of  1975.  42  U.S.C.  6101  et. 
seg.,  authorizes  the  Service  to  provide  mediation 
assistance  for  the  resolution  of  age  discrimination 
charges . 

XII.   The  Civil  Rights  Act  of  1991  (Public  Law  102-1661 . 
Title  III.  Section  307.  authorizes  FMCS  to 
recommend  to  the  Director  of  the  Office  of  Fair 
Employment  Practices  of  the  U.S.  Senate,  persons 
to  serve  on  a  board  of  three  independent  hearing 
officers.   Such  boards  are  empowered  to  decide 
complaints  of  employees  of  the  U.S.  Senate. 

XIII.   Executive  Order  12871.  dated  October  1.  1993 
established  a  National  Partnership  Council  in 
the  federal  sector  whose  duty  is  to  establish 
a  new  form  of  labor-management  relations 
throughout  the  executive  branch  to  promote  the 
principles  and  recommendations  adopted  by  the 
National  Performance  Review.   The  Director  of 
FMCS  serves  as  a  member  of  this  Council.   A 
major  goal  is  to  form  labor-management  partner- 
ships in  the  federal  government. 
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PROGRAM  STRUCTURE 

I.   Mediation  Services 

A.   Dispute  Mediation 


Dispute  mediation  is  the  process  through  which  the 
Service  provides  assistance,  when  needed,  in  the 
negotiation  or  renegotiation  of  collective  bar- 
gaining agreements.   It  is  the  function  in  support 
of  which  the  Service  has  historically  expended 
the  majority  of  its  resources. 

1.  Private  Sector.   Dispute  mediation  in  the 
private  sector  is  provided  in  the  negotiation 
of  collective  bargaining  contracts  whenever 
disputes  threaten  to  cause  a  substantial 
interruption  of  interstate  commerce  or  a 
major  impairment  of  the  national  defense. 

2.  Public  Sector.   Dispute  mediation  in  the 
public  sector  is  comprised  of  federal  sector 
bargaining  and  state  and  local  sector 
bargaining.   In  the  Federal  Sector,  the 
Service  is  responsible  for  providing  mediation 
and  conciliation  facilities  to  federal 
agencies  and  labor  organizations  in  the 
resolution  of  negotiation  disputes. 

In  the  State  and  Local  Sectors,  the  Service: 

Encourages  development  of  independent 
dispute  resolution  capability  by  state, 
county,  and  municipal  governments. 

Provides  on  request  direct  mediation  assis- 
tance in  order  to  aid  in  the  resolution  of 
significant  disputes  involving  state  and 
local  jurisdictions. 

3.  Health  Care  Industry.   The  Service,  under 
responsibilities  defined  in  Public  Law  93-360, 
provides  assistance  in  dispute  mediation  in 
the  negotiation  or  renegotiation  of  collective 
bargaining  contracts  involving  health  care 
institutions. 
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The  Service  is  also  responsible  for  discre- 
tionary use  of  the  board-of-inquiry  procedures 
in  health  care  industry  disputes  when  a  work 
stoppage  may  interfere  with  the  delivery  of 
health  care  services  to  a  particular 
community.   Such  procedures  require  findings 
of  fact  and  recommendations  within  a  statutory 
limitation  of  15  days.   This  requirement,  that 
the  Director  of  the  Service  consider  the  use 
of  a  board  of  inquiry  in  each  health  care 
dispute,  implies  that  the  Service  must  enter 
every  health  care  dispute.   As  a  result, 
these  are  the  only  cases  involving  mandatory 
mediation  for  which  the  Service  has  juris- 
diction. 

B.   Preventive  Mediation 

Since  its  inception,  and  as  a  logical  extension  of 
its  dispute  mediation,  the  Service  has  undertaken 
preventive  mediation  work.   These  efforts  consist 
of  processes  used  to  assist  labor  and  management 
in  reducing  misunderstandings  and  non-productive 
conflict,  and  to  improve  communications  and 
problem-solving  techniques. 

Preventive  mediation  addresses  two  key  elements  of 
the  FMCS  Mission  Statement: 

Promoting  the  development  of  sound  and  stable 
labor-management  relationships;  and 

Fostering  constructive  joint  relationships  of 
labor  and  management  leaders  to  increase 
their  mutual  understanding  and  ability  to 
resolve  common  problems. 

The  objectives  are  to  create  during  the  life  of  an 
agreement  a  working  relationship  conducive  to  the 
peaceful  settlement  of  subsequent  labor  agreements 
at  the  time  of  contract  expiration.   Such  efforts 
can  provide  the  means  for  effective  administration 
of  labor  agreements,  and  develop  effective 
structures  for  dealing  with  matters  which  impact 
on  labor-management  relationships.   Thus, 
preventive  mediation  can  be  likened  to  preventive 
medicine  in  the  health  care  area  or  to  preventive 
maintenance  in  technical/mechanical  fields. 
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Federal  mediators  utilize  a  variety  of  approaches 
in  diagnosing  problem  situations  and  recommending 
courses  of  action.   The  Service  has  a  number  of 
structured  processes  which  mediators  are  qualified 
to  recommend  and  employ.   In  most  specific 
situations,  however,  there  is  a  high  degree  of 
"tailoring"  of  these  processes  to  fit  the  unique 
characteristics  of  the  parties  and  their  current 
relationships . 

Once  a  problem  has  been  diagnosed  and  an  appro- 
priate preventive  approach  has  been  defined,  the 
mediator  makes  a  recommendation  to  his 
supervisor,  the  District  Director,  specifying 
the  names  of  the  parties,  the  nature  of  the 
problem,  recommendations  as  to  preventive 
mediation  steps,  and  the  anticipated  resource  re- 
quirements for  activation  of  the  recommendation. 
The  District  Director  then  makes  a  decision  as  to 
whether  or  not  to  proceed  with  the  work.   If  the 
decision  is  not  to  proceed,  the  mediator  and  the 
District  Director  may  elect  to  suggest  that  the 
parties  consider  contacting  a  consultant  or  other 
outside  resource  to  assist  them. 

The  collective  bargaining  process  is  undergoing 
changes  brought  about  in  part  by  forces  outside 
itself.   Practitioners  in  the  field  increasingly 
seek  assistance  in  creating  and  managing  these 
changes.   Because  field  mediators  are  active 
participants,  as  well  as  close  observers  of 
these  changes,  they  are  sought  out  by  other 
collective  bargaining  professionals  as  key 
sources  of  information  and  guidance. 

Public  Information  and  Educational  Activities 

Mediators  participate  in  public  information  and 
educational  activities  each  year.   Through 
university  lectures  and  participation  in  seminars 
and  conferences,  the  labor-management  community 
and  the  general  public  gain  understanding  of  the 
uses  of  mediation,  arbitration,  collective 
bargaining,  as  well  as  the  growing  number  of 
services  offered  by  FMCS  which  are  intended  to 
enhance  productivity  through  labor-management 
cooperation  and  employee  participation  in 
workplace  decision  making.   These  activities 
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consume  only  a  minor  part  of  the  agency's 
resources  but  offer  great  return  in  increased 
understanding  of  labor-management  relation- 
ships and  the  value  of  neutral  participation 
in  the  process  of  dispute  resolution  and 
relationship  building. 

II.   Arbitration  Services 

National  labor  policy  favors  the  settlement  of 
questions  of  application  or  interpretation  of 
collective  bargaining  agreements  by  arbitration,  since 
it  is  far  less  disruptive  than  work  stoppages  and 
faster  and  less  costly  than  litigation. 

Approximately  98  percent  of  collective  bargaining 
agreements  contain  grievance  procedures  culminating  in 
binding  arbitration.   The  parties  voluntarily  agree  to 
resolve  their  dispute  by  arbitration,  determine  the 
method  of  selecting  the  arbitrator,  and  themselves  pay 
the  arbitrator's  fees.  Many  thousands  of  other  labor- 
management  relationships,  particularly  in  the  public 
sector,  utilize  advisory  arbitration  or  fact-finders 
to  aid  in  dispute  resolution. 

Pursuant  to  Title  II  of  the  Labor-Management  Relations 
Act  (LMRA) ,  the  Service  maintains  a  roster  of 
approximately  1,700  private  arbitrators  who  are 
qualified  to  hear  and  decide  labor  questions.   The 
Service  provides  to  the  parties  names  of  qualified 
arbitrators  selected  by  appropriate  geographic  area, 
experience  in  particular  industries,  relevant 
education,  and  familiarity  with  particular  contract 
issues,  together  with  their  biographical  data  and  fee 
schedules.   Maintaining  and  policing  the  roster  to 
ensure  accuracy  of  the  data  and  the  availability  and 
acceptability  of  its  members  is  an  ongoing  task. 

The  Service,  under  Public  Law  93-360,  is  given 
special  responsibilities  in  assisting  in  the 
resolution  of  disputes  in  the  health  care  industry. 
Those  responsibilities  include,  in  certain 
circumstances,  the  power  to  appoint  boards  of  inquiry 
to  investigate  the  issues  involved  in  the  dispute  and 
issue  a  written  report,  including  findings  of  fact. 
Persons  appointed  to  boards  of  inquiry  are  private 
arbitrators  normally  selected  from  the  Division  of 
Arbitration  Services  roster  and  specially  qualified  to 
perform  those  duties. 


-12- 


310 


The  Service,  as  part  of  its  mandate  under  Title  II  of 
LMRA,  has  the  responsibility  to  improve  the  quality 
and  availability  of  arbitration  services.   The  Service 
holds  continuing  education  workshops  for  new  and 
established  arbitrators.   In  order  to  maximize  the 
effectiveness  of  the  programs  and  minimize  cost  and 
duplication,  most  programs  are  held  cooperatively  with 
other  groups,  such  as  bar  associations,  the  National 
Academy  of  Arbitrators,  and  Industrial  Relations 
Research  Association  Chapters. 

III.   Alternative  Dispute  Resolution  (ADR) 

In  1990,  the  Administrative  Dispute  Resolution  Act 
and  the  Negotiated  Rulemaking  Act  were  signed  into 
law.   Under  these  laws  FMCS  may  furnish  assistance  to 
other  agencies  of  the  Federal  Government.   In  both 
pieces  of  legislation  the  work  of  the  FMCS  involves 
consultation  with  the  Administrative  Conference  of 
the  United  States  (ACUS)  and  with  affected  agencies 
to  determine  the  type  of  assistance  needed.   FMCS 
employees  provide  training  and  act  as  mediators  in 
many  administrative  dispute  procedures  used  by  client 
agencies.   The  FMCS  role  in  rulemaking  is  to  act  as 
convenors  and  facilitators  in  a  negotiated  rulemaking 
process  involving  all  parties-at-interest  to  a 
proposed  rule  or  regulation  in  order  to  avoid  long  and 
costly  litigation.   All  of  these  procedures  are  known 
as  alternative  dispute  resolution. 

IV.   Management  and  Administrative  Support 

This  program  provides  for  overall  management  and 
administration,  policy  planning,  research  and  eval- 
uation, direction,  coordination,  legal  advice,  and 
employee  development. 

V.   Boards  and  Panels 

Provision  is  made  for  ad  hoc  employment  of  labor 
relations  experts,  individually  or  in  panels,  in 
support  of  the  mediation  function,  and  for  boards  of 
inquiry  appointed  by  the  President  in  emergency 
disputes. 

Public  Law  93-360  also  amended  Title  II  of  the 
Labor-Management  Relations  Act,  1947,  by  adding  a  new 
Section  213  which  provides  that  the  FMCS  may  appoint 
an  impartial  board  of  inquiry  to  look  into  the  facts 
of  a  contract  dispute  involving  health  care 
institutions  and  to  publicly  report  its  findings  and 
recommendations  to  the  parties. 
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VI.   Labor-Management  Cooperation  Program 

The  Labor  Management  Cooperation  Act  of  1978 
authorizes  the  Service  to  carry  out  this  program  of 
contracts  and  grants  to  support  the  establishment  and 
operation  of  plant,  area,  and  industry-wide  labor- 
management  committees. 

Such  committees  have  become  a  key  factor  in 
introducing  labor-management  cooperation  and  employee 
participation  into  the  collective  bargaining  framework 
of  our  Nation's  workplaces  and  communities.   More  than 
78%  of  the  committees  funded  over  the  program's  term 
are  still  functioning  and  contributing  to  enhanced 
productivity  and  improved  relationships  on  their  own 
without  the  need  for  additional  FMCS  funding. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
SUMMARY  OF  CHANGES 

1994  Estimated  Obligations $30,241,000 

1995  Estimated  Obligations $30,735,000 

Net  Changes +$  494 ,  000 

Change 

FY  1994  from  FY  1994 

FTE  AMOUNT     FTE       AMOUNT 


I.  Increases 

A.  Built-in: 

Increase  in  Per- 
sonnel Compensation 
including  cost  of 
the  FY  1994 
geographic  pay, 
periodic  step 
increases  and 
promotions 

Increase  in 

Personnel 

Benefit  costs  due  to 

increased  salaries 

Increase  in 
Travel  for 
Training  Workshops, 
Seminars  and 
Conferences 

Increase  in 
Rental  Pay- 
ments to  GSA 

Increase  in  FTS  and 
GSA  Communications 

Increase  in 
Postage 

Increase  in 
Guard  Services 


$18,318,000 


3,905,000 


3,474,000 

609,000 

205,000 

86,000 


+$765,000 


+  260,000 


+   60,000 

+  375,000 
+  22,000 
+  5,000 
+    2,000 
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Change 
FY  1994 from  FY  1994 

FTE  AMOUNT     FTE       AMOUNT 

Increase  in 

Subscriptions  —  $9,000    —     +$11.000 

Total  Increases  —  +$1.500.000 


II.  Decreases 

A.  Built-in: 

Decrease  in 

Rental  Reproduction 

Equipment  Rental       —  85,000    —      -5,000 

B.  Program: 

Decease  in 
Personnel 
Compensation 
due  to  elimi- 
nation of 
permanent 
positions  307       18,318,000    -7     -419,000 

Decease  in 

Personnel 

Compensation 

for  incentive 

and  performance 

awards  —  152,000   —     -68,000 

Decease  in 
Personnel 
Benefits  due 
to  elimi- 
nation of 
permanent 
positions  —         3,905,000   —     -75,000 

Decease  in 
Travel  in- 
cluding 
National 
Office,  Field 
Travel  and 
New  Mediator 
Travel  —         1,538,000   —    -123,000 
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Change 

FY  1994 from  FY  1994 

FTE  AMOUNT     FTE       AMOUNT 

Decrease  in 
overhead  ex- 
penses for 
the  Labor- 
Management 
Cooperation 
Program  in- 
cluding 
travel  and 
supplies  —  17,000    —       -5,000 


Decrease  in 
funds  for 
Official 
Station 
Transfers  in- 
cluding family 
travel  and  trans- 
portation of 
household  goods        —  16,000    —     -16,000 

Decrease  in 

Other  Services 

including 

Professional 

Development 

and  Training,  OPM 

Ivestigations , 

Moving  Expenses 

and  Consulting 

Services  —  168,000    —     -85,000 

Decrease  in 

Supplies, 

Furniture  and 

audio-visual 

equipment  —  165,000   —     -74,000 

Decrease  in 
Automated 
Data  Processing 
including  rental, 
maintenance, 
support  ser- 
vices, supplies 
and  equipment  —  444,000    —    -116,000 


•19- 


317 


FY  1994 


FTE 


Decrease  in  Labor 

Management 

Cooperation 

Program 

Grants 


Change 
from  FY  1994 


AMOUNT     FTE 


AMOUNT 


769,000     — 


-20.000 


Total  Decreases 


—   -Si. 006. 000 


NET  CHANGE 


-7      +494,000 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
Detail  of  Full-Time  Equivalent  Employment 


1993 
Actual 


1994 
Estimated 


1995 

Estimated 


Executive  Level  III....  Oil 

ES-6 1  1  1 

ES-5 3  4  4 

Subtotal 4  6  6 

GS/GM-15 21  20  19 

GS/GM-14 169  161  174 

GS/GM-13 31  31  21 

GS/GM-12 11  19  15 

GS/GM-11 1  1  2 

GS/GM-10 0  0  0 

GS/GM-9 4  5  4 

GS/GM-8 17  17  16 

GS/GM-7 14  14  13 

GS/GM-6 11  12  ■      15 

GS/GM-5 11  11  10 

GS/GM-4 5  5  4 

GS/GM-3 110 

GS/GM-2 0  0  0 

Subtotal 296  297  293 

Total  full-time  permanent 
employment,  end  of 

year 300  303  299 

Full-time  equivalent 

(FTE)  usage 314  307  302* 

Average  ES  level 5.25  5.20  5.20 

Average  ES  salary $112,775         $117,695  $117,695 

Average  GS/GM  grade....    12.30  12.21  12.31 

Average  GS/GM  salary... $  58,308         $  59,059  $  59,515 

*  Reimbursable  FTE 

included  above  0  0  2 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

Amounts  Available  for  Obligation 

1993  1994  1995 

Actual      Appropriation     Estimate 

Appropriation  .  .   $30,195,000     $30,241,000    $30,735,000 

Section  511 

reductions   .  .      -242,000  —  — 

Reimbursable 

Agreements*  .  .     +197.000        +245.000      +250.000 

Subtotal,  adjusted 

appropriation    $30,150,000     $30,486,000    $30,985,000 

Unobligated 

balance,  start- 

of-year  ....    +2,942,000      +3,163,000     +3,374,000 

Unobligated 

balance,  end-of- 

year   -3,163,000       -3,374,000     -3,580,000 

Adjustments  in 

expired  accounts    -620,000 

Unobligated 
balance 
lapsing  ....      -24,000 

Offsetting 

Collections*  .  .     -197.000         -245.000       -250.000 

Outlays  (net)       $29,088,000     $30,030,000    $30,529,000 

♦Reimbursable  agreements  (offsetting  collections)  received 
from  various  government  agencies  for  Alternative  Dispute 
Resolution  (ADR)  projects  conducted  by  Federal  Mediation  and 
Conciliation  Service.   In  Fiscal  Year  1995  two  full-time 
equivalents  are  requested  for  reimbursable  agreements. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

APPROPRIATION  HISTORY 

Estimates  House  Senate 

to  Congress  Allowance  Allowance  Appropriation 

1976 18,678,000  18,332,000  18,332,000  18,332,000 

Transition 

Quarter 4,950,000  4,576,000  4,626,000      4,626,000 

1977 21,177,000  21,177,000  21,177,000  21,177,000 

1978 22,465,000  22,465,000  22,465,000  22,465,000 

1979 23,214,000  23,214,000  23,214,000  23,214,000 

1980 23,920,000  23,820,000  23,820,000  23,820,000 

1981 25,919,000  25,919,000  25,919,000  25,919,000 

1982 22,066,000  26,075,000  25,575,000  24,552,000 

1983 20,190,000  21,721,000  21,321,000  22,015,000 

1984 21,558,000  23,258,000  22,097,000  23,258,000 

1985 22,685,000  23,845,000  23,885,000  23,845,000 

1986 22,768,000  23,394,000  23,394,000  22,388,000 

1987 23,220,000  22,656,000  24,390,000  23,892,000 

1988 24,920,000  25,601,000  25,601,000  24,270,000   1/ 

1989 24,937,000  26,127,000  24,937,000  25,813,000   2/ 

1990 25,190,000  26,380,000  27,190,000  26,554,000   V 

1991 26,312,000  27,705,000  27,705,000  27,037,000   4/ 

1992 28,145,000  28,118,000  29,118,000  28,118,000 

1993 29,594,000  30,195,000  30,195,000  29,953,000   §/ 

1994 30,241,000  30,241,000  30,241,000  30,241,000 

1995 30,735,000 
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APPROPRIATION  HISTORY  FOOTNOTES 


1/  Reflects  a  reduction  in  the  appropriation  for  travel  and 
transportation  of  $240,000  pursuant  to  Section  512  of  the 
Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriation  Act,  1988,  as 
found  in  P.L.  100-202. 

2/  Reflects  a  reduction  in  the  appropriation  of  1.2  percent  or 
$314,000  in  all  programs,  projects  and  activities  pursuant 
to  Section  517  of  the  Departments  of  Labor,  Health  and 
Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1989,  as  found  in  P.L.  100-436. 

3./  Reflects  a  reduction  in  the  appropriation  of  $231,000  in 
programs,  projects  and  activities  pursuant  to  P.L.  99-177 
(Gramm-Rudman-Hollings) . 

4/  Reflects  a  reduction  in  the  appropriation  of  $668,000 
pursuant  to  P.L.  101-467  and  P.L.  101-517. 

5/  Reflects  an  across  the  board  reduction  of  .8  percent  in  the 
appropriation  ($242,000)  pursuant  to  Section  511  of  P.L. 
102-394. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

STAFFING  HISTORY 

Full-Time 

Fiscal  Year  Equivalent 

1995  302.00* 

1994  307.00 

1993  313.79 

1992  311.00 

1991  310.38 

1990  317.17 

1989  318.02 

1988  319.59 

1987  313.26 

1986  328.57 

1985  345.02 

1984  350.31 

1983  359.63 


♦Includes   two   full-time   equivalents   for   reimbursable 
agreements  under  the  Alternative  Dispute  Resolution  Program. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

SIGNIFICANT  ITEMS  IN 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEE  REPORTS 


Item  Action  Taken  or  to  be  Taken 

No  specific  actions  recommended. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
COMPARATIVE  ANALYSIS  OF  WORKLOAD 


A  comparison  of  Service  workload  activities  is  shown  in 
the  following  statistical  data  tabulation: 

TABLE  A 

Shows  a  summary  of  dispute  mediation  workload  over  the 
past  five  fiscal  years. 

TABLE  B 

Shows  a  summary  of  preventive  mediation  and  public 
information  and  educational  activities  workload  over 
the  past  five  fiscal  years. 

TABLE  C 

Shows  a  summary  of  the  Service's  arbitration  activity 
over  the  past  five  fiscal  years. 

TABLE  D 

Shows  a  summary  of  the  Service's  alternative  dispute 
resolution  activity  over  the  past  five  fiscal  years. 

TABLE  E 

Shows  a  summary  of  the  Service's  Labor  Management 
Cooperation  Project  activity  over  the  past  five  fiscal 
years . 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

WORKLOAD  PROJECTIONS  FISCAL  YEARS  1994  AND  1995 

The  Service  develops  its  Dispute  Mediation  workload 
projections  by  using: 

.  The  average  actual  workload  in  terms  of  dispute  case 
assignments  for  the  three  preceding  fiscal  years 
(1991  -  1993)  and  recent  trends  in  dispute  notices. 

.  An  added  increment  of  case  assignments  arising  from  new 
National  Labor  Relations  Board  (NLRB)  and  Federal  Labor 
Relations  Authority  (FLRA)  bargaining  certifications. 

.  The  level  of  contracts  scheduled  to  expire  in  the  public 
and  private  sectors. 

Since  Preventive  Mediation  and  Public  Information  and 
Educational  Activities  do  not  emanate  from  our  customary 
source,  contract  expiration  notices,  the  Service  uses  the 
expertise  of  its  staff  to  project  workload  figures.   Each 
year  field  managers  estimate  this  workload  based  on  their 
knowledge  of  the  collective  bargaining  process,  the  need  of 
the  labor-management  parties  to  adjust  to  the  economic 
climate  in  their  area,  and  our  managers'  perception  of  union 
demands  and  strength  on  such  issues  as  job  security  and 
health/welfare  benefits. 

I.   Dispute  Mediation 

The  Service,  under  provisions  of  the  Labor-Management 
Relations  Act,  1947,  receives  notice  from  a  party  of 
the  desire  to  terminate  or  amend  an  expiring 
collective  bargaining  contract.   Approximately  70,000 
such  notices  were  received  in  1993. 

The  NLRB  and  FLRA  provide  the  Service  with  copies  of 
new  bargaining  certifications.   In  1993,  a  total  of 
1,489  NLRB  and  FLRA  certifications  were  received. 
Such  certifications  are  initial  contract  situations  in 
which  mediation  is  especially  important  and  somewhat 
involved  because  of  the  absence  of  a  prior  bargaining 
relationship  between  the  parties. 

The  notices  of  contract  expiration,  along  with  new 
NLRB  and  FLRA  certifications,  form  the  basis  for  case 
assignments. 
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In  processing  notifications,  the  Service  screens  out 
those  cases  having  a  relatively  insignificant  impact 
on  interstate  commerce  or  national  defense,  those 
where  adequate  mediation  resources  are  available 
outside  FMCS,  and  those  not  within  the  jurisdiction  of 
the  agency.   The  Service  consolidates  many  other 
related  notices  into  single  assignments.   Thus,  in 
1993,  24,536  dispute  case  assignments  were  made. 

II.   Preventive  Mediation 

The  purpose  of  preventive  mediation  is  to  reduce  or 
prevent  conflict,  to  improve  labor-management 
relations  and  to  promote  the  understanding  and 
implementation  of  responsible  collective  bargaining 
procedures  to  enhance  productivity  through  labor- 
management  cooperation  and  employee  participation  in 
workplace  decision  making.   Its  application  includes 
training,  education,  consultation,  and  problem-solving 
activities  with  representatives  of  labor  and 
management,  other  neutrals  in  dispute  resolution, 
professional  associations,  and  academic  institutions. 
National  and  international  economic  conditions, 
pressures  from  foreign  competition,  and  the  changing 
nature  of  the  work  force  impact  on  the  collective 
bargaining  process  and  create  the  need  for  the 
parties  to  move  from  a  strictly  adversarial  posture  to 
a  more  cooperative  relationship.   This  restructuring 
of  long-standing  attitudes  is  the  major  function  of 
preventive  mediation. 

In  1993,  mediators  closed  1,605  preventive  mediation 
cases.   FMCS  mediators  are  expected  to  be  involved  in 
approximately  1,600  preventive  mediation  cases  in  both 
1994  and  1995. 

III.   Public  Information  and  Educational  Activities 

Part  of  the  mediator's  job  is  to  participate  in  the 
dialogue  of  his/her  profession  and  to  help  explain  the 
collective  bargaining  and  mediation  processes.   Public 
information  and  educational  activities  help  labor  and 
management  and  the  public  to  understand  the  obli- 
gations, pressures,  and  responsibilities  involved  in 
collective  bargaining  and  serve  to  enhance  labor  peace 
and  industrial  stability.   In  1993,  mediators  closed 
784  public  information  and  educational  activities 
cases.   Public  information  and  educational  activities 
are  projected  at  800  cases  for  both  1994  and 
1995. 
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IV.   Arbitration  Services 

Arbitration  continues  to  be  the  most  widely-used  means 
of  peacefully  resolving  questions  involving  inter- 
pretation and  application  of  collective  bargaining 
agreements.   Arbitration  also  plays  a  role  in  reaching 
agreements,  termed  "interest  arbitration,"  parti- 
cularly in  the  public  sector.   Use  of  other,  related 
arbitration  services  such  as  appointment  df  boards  of 
inquiry  in  the  health  care  industry,  appointment  of 
fact-finders,  and  assistance  in  establishing 
permanent  panels  for  large  labor-management  groups 
also  continues. 

The  Service  provided  32,259  panels  during  1993.   FMCS 
expects  to  issue  32,300  panels  in  both  1994  and  1995. 

V.   Alternative  Dispute  Resolution  (ADR) 

FMCS  assists  other  federal  agencies  by  providing 
mediation  and  technical  assistance  in  the  area  of 
ADR.   These  projects  reduce  litigation  costs  and 
speed  federal  processes.   FMCS  is  funded  for  this 
work  through  interagency  reimbursable  agreements. 

The  Service  was  involved  in  25  ADR  projects  during 
1993.   FMCS  expects  to  be  involved  in  30  ADR  projects 
in  1994  and  31  in  1995. 

VI.   Labor  Management  Cooperation  Program 

The  Labor  Management  Cooperation  Act  of  1978 
authorizes  the  Service  to  carry  out  this  program 
of  contracts  and  grants  to  support  the  establish- 
ment and  operation  of  plant,  area,  and  industry 
labor-management  committees . 

In  1993,  the  Service  issued  9  new  grants  and  5 
extension  grants.   FMCS  expects  to  issue  11  new 
grants  in  1994  and  10  in  1995. 

The  tabulation  that  follows  shows  the  workload  projections 
for  FMCS  activities. 
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FORECAST  OF  FMCS  ACTIVITY 
FISCAL  YEAR  1995 

I.  DISPUTE  MEDIATION 

In  1995  there  will  be  major  contracts  expiring  in  the 
agricultural  implement,  heavy  construction  machinery 
manufacturing,  entertainment,  retail  food,  food  manufacturing, 
defense  contracting,  United  States  Postal  Service,  shipbuilding, 
hotels,  automotive  transport,  utilities,  construction,  health 
care,  communications  and  information,  electronic  manufacturing, 
schools  and  insurance  industries. 

Collective  Bargaining  Developments 

Major  work  stoppages  have  declined  dramatically  in  recent 
years.  However,  the  pressures  of  global  competition  and 
technological  advances  are  creating  new  potential  for  labor- 
management  discord.  Employers  struggling  to  become  competitive 
with  foreign  counterparts  frequently  adopt  strategies  which 
entail  layoffs  and  curtailment  of  health  benefits.  While 
management's  strategies  for  achieving  increased  efficiency  and 
productivity  may  be  embodied  in  demands  for  new  collective 
bargaining  agreements,  labor  will  make  its  demands  based  on 
employment  security  and  family  security  concerns  of  those  workers 
who  will  be  called  upon  to  make  sacrifices. 

Nonetheless,  labor  and  management  will  continue  to  share 
common  interests  in  health  care  cost  containment,  pay  for 
knowledge,  continuing  education  for  workers  in  order  to  qualify 
them  for  the  new  high  performance  workplaces,  gainsharing, 
cooperative  high-performance  work  systems,  and  other  new  and 
creative  methods  of  preserving  the  work  and  the  profits  of 
American  industry  and  the  value  added  by  the  American  worker. 
Some  of  the  new  solutions  will  test  and  may  alter  the  systems 
under  which  labor  and  management  now  perform  their  representative 
tasks.  FMCS  faces  the  challenge  of  anticipating  these  workplace 
issues  and  providing  creative  responses  to  the  parties  *  most 
vexing  problems  in  collective  bargaining. 

Health  Care  Industry  Bargaining 

The  private  health  care  industry  is  one  of  the  largest  and 
still  growing  segments  of  the  U.S.  economy,  employing  close  to 
five  million  persons  working  in  7,000  hospitals  and  25,000 
nursing  homes  and  facilities  throughout  the  United  States.  This 
number  excludes  employees  of  federal,  state  and  municipal  health 
care  institutions,  as  well  as  those  engaged  in  the 
manufacture/production  of  pharmaceuticals  and  health  care 
equipment. 
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In  1974  Public  Law  93-360  amended  the  National  Labor 
Relations  Act  and  brought  private  nonprofit  hospitals  under  the 
jurisdiction  of  the  National  Labor  Relations  Board  and  the 
Federal  Mediation  and  Conciliation  Service.  These  amendments 
gave  FMCS  a  major  role  in  promoting  collective  bargaining  and  the 
peaceful  resolution  of  disputes  in  the  industry  and  provided  a 
number  of  dispute  resolution  measures  applicable  to  health  care 
facilities.  These  include  early  notification  of  the  intent  to 
terminate  or  modify  a  contract,  mandatory  mediation,  possible 
appointment  of  a  board  of  inquiry  or  fact  finder,  and  mandatory 
ten-day  strike  notice  to  all  parties  and  to  the  FMCS. 

Efforts  to  upgrade  the  knowledge  of  workers  to  perform  in 
today's  high  performance  workplaces  can  find  no  better  example 
than  in  the  health  care  industry.  Recent  settlements  between 
health  care  unions  and  hospitals  and  nursing  facilities  have 
included  joint  approaches  to  improving  productivity  and 
increasing  performance  in  the  most  effective  ways  possible.  This 
collaborative  approach  will  benefit  not  only  to  the  instant 
bargaining  relationships,  but  also  the  Nation's  interest  in 
lowering  the  cost  and  improving  the  delivery  of  health  care. 

Public  Sector  Federal.  State  and  Local  Bargaining 

The  Civil  Service  Reform  Act  of  1978  provides  for  collective 
bargaining  and  mediation  assistance  for  federal  employees.  The 
mandate  of  FMCS  is  "the  Service  shall  provide  services  and 
assistance  to  agencies  and  exclusive  representatives  in 
resolution  of  negotiation  impasses,  and  shall  determine  under 
what  circumstances  and  in  what  manner  it  shall  provide  services 
and  assistance." 

The  National  Performance  Review  conducted  by  Vice  President 
Gore  set  forth  a  dramatic  challenge  to  federal  agencies  and  their 
employees  and  employee  representatives  by  asking  them  to  form 
"partnerships"  in  order  to  bring  about,  in  an  efficient  and 
effective  way,  a  government  which  works  better  and  cost  less. 
FMCS  is  a  player  in  this  reinvention  effort  as  a  member  of  the 
President's  National  Partnership  Council  and  as  the  facilitator 
and  trainer  in  the  partnerships  to  be  formed.  The  training  of 
federal  sector  parties  to  improve  relationships  and  equip  the 
parties  with  the  tools  to  effectively  move  to  partnership  will 
demand  an  increasing  part  of  FMCS  resources. 

Recent  economic  pressures  have  forced  cutbacks  in  state 
budgets  as  well,  forcing  the  reduction  and  in  some  cases  the 
elimination  of  state  mediation  agencies.  Where  mediation 
services  are  not  available  FMCS  has  attempted  to  provide  the 
necessary  coverage  to  the  labor  and  management  clients.  FMCS 
serves  as  an  active  member  of  the  Association  of  Labor  Relations 
Agencies  (ALRA)  which  is  made  up  of  all  state  and  federal 
services  and  acts  as  a  clearinghouse  for  ideas  and  information  in 
the  field  of  public  sector  collective  bargaining. 
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The  policy  of  FMCS  is  to  promote  the  best  collective 
bargaining  practices  and  to  encourage  state  and  local  governments 
to  establish  their  own  capabilities.  In  this  area,  FMCS  provides 
training  and  education  to  the  parties  and  agencies. 

In  addition  to  Dispute  Mediation,  FMCS  provides  Preventive 
Mediation  Assistance  in  the  public-sector,  which  includes 
promotion  of  labor-management  committees  in  state  and  local  areas 
and  creation  of  joint  problem-solving  initiatives  to  extend  the 
benefits  of  high-performance  workplaces  to  the  public  sector. 

A  selected  listing  of  major  contracts  expiring  in  Fiscal 
Year  1995,  along  with  the  unions  involved,  the  number  of  workers 
involved,  and  the  location  of  bargaining  follows: 
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FISCAL    YEAS    1994 
SELECTED   MAJOR    CONTRACT    EXPIRATIONS 


Employer 


Union 


Location 


Number   of 
Employees     In 
Bargaining  Unit 


October    1994 


Bell-Quaker 

SFAAW 

J.  I.  Case  Co. 

UAH 

Kohler  Co. 

UAW 

Levi  Strauss  &  Co. 

ACTWU 

Cotnnunity  Care  Systems,  Inc 

SEIU 

Deere  &  Co. 

UAW 

Broward  County  School  Board 

NEA 

Duke  Power  Co. 

IBEW 

Kroger  Co. 

UFCW 

Hercules,  Inc. 

OCAW 

Frlgidaire  Co. 

IAM 

Bradlees 

UFCW 

Food  Council  of  Northern  New  Jersey 

IBT 

General  Tire  &  Rubber  Co. 

URW 

Super  Fresh  Food  Markets,  Inc. 

UFCW 

Walt  Disney  World  Co. 

IBT.STCU 

Disney-MGH  Studios 

IBT 

American  Dinner  Theatre  Institute 

SSDC 

Food  Stores  -  Phoenix 

UFCW 

GRP  Inc  -  Kaisertech 

USA 

Alliant  Techsystems ,  Inc. 

IBT 

Jersey  Central  Power  &  Light  Co. 

IBEW 

Painting  Contractors  Southern 

California 

PAT 

Bethlehem  Steel  Corp.  Johnstown 

Freight  Car  Div. 

USA 

Concession  Air,  Inc. 

HERE 

Rubbermaid ,  Inc . 

URW 

Tank  and  Industrial  Container  Cos. 

BBF 

Pipe  Fabrication  Cos. 

PPF 

Joint  Area  Tank  Truck  &  Major  Oil 

Drivers  Agreement 

IBT 

Keebler  Co. 

BCTW 

AR 


FL 


Lew Is bur g,  TN 
HI  &  IL 
Kohler,  HI 
Little  Rock 
Chicago,  IL 
MoLlne,  IL 
Ft  Lauderdale 
Charlotte.  NC 
icy  &  OB 
Radford,  VA 
St  Cloud,  MN 
Clifton,  NJ 
Mountainside,  NJ 
Bayfield.  Ky 
Florence,  NJ 
Orlando,  FL 
Orlando,  FL 
New  York,  NY 
Phoenix,  AZ 
Sacramento,  CA 
Hopkins,  MN 
Morrlstown.  NJ 

Riverside.  CA 


Johnstown,  PA 
Washington .  DC 
Medina.  OB 
Philadelphia,  PA 
Gardena,  CA 


Chicago,  IL 
Tucson,  AZ 


1,200 

11,600 

3,300 

1,700 

1,200 

14,000 

10,000 

2.000 

19.500 

1.100 

1.500 

2,300 

2.300 

2.000 

1,200 

34.000 

3,000 

1.000 

1.700 

3.300 

1.500 

2.700 

2,500 

1.800 
3.000 
1.000 
3.500 
3.500 

1.200 
2.800 


November  1994 


Price  Pflster  IBT 

Hughes  Aircraft  Co.  CJA 

Seaboard  Farms  of  Athens,  Inc.  UFCW 

UTC  Carrier  Corp.  SMW 

Wisconsin  Physicians  Service  UFCW 

Tecumseh  Products  Co,  UPWT 

Dunlop  Tire  Co.  URW 

General  Telephone  Co  of  Illinois  IBEW 

Giant  Food,  Inc.  IBT 

Food  Service  Establishments  HERE 
Tank  Truck  Agreement  -  Central 

States  Area  IBT 
AFTRA  Agreements  -  Los  Angeles  & 

Vicinity  AFTRA 

Television  and  Radio  Networks  AFTRA 
AFTRA  National  -  Code  of  Fair 

Practice  AFTRA 


Pacoima,  CA 
Los  Angeles .  CA 
Athens,  GA 
Syracuse,  NY 
Madison,  WI 
Tecumseh,  MI 
WiUlamsvllle.  NY 
Bloomington,  IL 
Landover.  MD 
St  Louis,  MO 

Chicago.  IL 

Los  Angeles,  CA 
New  York.  NY 

New  York.    NY 


1.100 
6.800 
1,200 
1.700 
1.700 
1,200 
1.100 
1.700 
1,200 
1,200 

1,100 

25.000 
3.000 
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Employer 


Union 


Location 


Number  of 
Employees  In 
Bargaining  Unit 


Salt  River  Power  District 
GTE  Telephone  Operations 
U.  S.  Postal  Sarvlcs 
Mid tec  Papar  Corp. 
Philadalphla  Marina  Trade  Assn. 
Swediah  Bospltal  Medical  Center 
Marine  World  Africa  USA 
Western  Reserve  Care  Systems 
Cook  County  Sheriff 


IBEW 

IBEW 

HPMBU 

PMWU 

I  LA 

SEIU 

OPEIU 

SEIU 

IBT 


Tempe.  AZ 
Ft  Wayne.  Ill 
Washington.  DC 
timber ly.  HI 
Philadelphia.  PA 
Seattle,  WA 
Valla jo,  CA 
Youngstown ,  06 
Chicago.  IL 


1,600 
1,300 
SO. 000 
1,100 
2.000 
1,000 
1.000 
1.000 
1.500 


December  1994 


John  Hopkins  Hospital  SEIU 

Florida  Power  Corp.  IBEW 

State  of  Aleska  PED 

Occidental  Chemical  Co.  ICW 
United  Technologies  Corp. /Pratt 

i  Whitney  IAM 

Jenos  --  Division  of  Plllsbury  Co.  UFCW 

Topps  Co .  ,  Inc .  IBT 

Bryan  Foods.  Inc.  UFCW 

Frelghtliner  Corp.  UAW 

Security  Companies  SEIU 
Supermarket  Industry  Assn.  of 

Northern  New  Jersey  UFCW 
Newton  Buying  Corp.  -  Avon  Trading 

Corp.  Chadwlcks  ILSWU 

Oil  Field  Maintenance  Agreement  PPF 
Metropolitan  Atlanta  Rapid  Transit 

Authority  ATU 

Realty  Advisory  Bd.  IUOE 

Sacred  Heart  Medical  Center  MM, KASHA 

St  Luke's  -  Roosevelt  Bospltal  Center  NYSNA 

Southern  California  Edison  Co.  UWU 
Associated  General  Contractors  - 

Houston  Chapter  Multi 


Baltimore,  MD 
St  Petersburg,  FL 
Anchorage.  AX 
White  Springs.  FL 

Rocky  Bill.  CT 
Columbus.  OB 
Duryee.  PA 
West  Point,  MS 
Mt  Holly.  NC 
Chicago,  IL 

North  Brunswick ,  NJ 

Mil  ford.    MA 
Gardens,   CA 

Atlanta,   GA 
New  York.    NY 
Spokane.  WA 
New  York,   NY 
Los  Alamltos.   CA 

Houston ,   TX 


1,300 

2.400 
1,700 
1,200 

7,900 
1.100 
1.100 
1.300 
1.300 
7.000 

5,300 

1.400 
3.500 

2.200 
3,000 
1.200 
1,100 
2.300 

3.500 


January  199S 


Manufacturers  Industrial  Relations 

Assn. 
BASF  Corp.  Fibers  Division 
Universal  Studios  Hollywood  (Tour 

Employees) 
Produce  Agreement 
Utah  Power  &  Light  Co. 
Newport  News  Shipbuilding  &  Dry 

Dock  Co. 
BMY  Division  of  Harsco 
NECA  Northwest  Line  Constructors 

Chapter 
Pharmacy  and  drug  store  Agreement 
Toledo  Board  of  Education 
BEMTS  Manufacturing  Co. 
Music  for  National  Public  Radio 

progrems 


GPPAW 
UTWA 

IATSE 

IBT 

IBEW 

USA 
USA 

IBEW 

UFCW 
AFT. TFT 
IUE 

ATM 


Scottsdale.  AZ 
Morristown,  TN 

Los  Angeles.  CA 

Bronx ,  NY 

Salt  Lake  City.   UT 

Newport  News,  VA 
York.  PA 

Portland,  OR 
Seattle.  WA 
Toledo.  08 
Sheboygan  Falls.  WI 

New  York.  NY 


1.500 
1.800 

1.000 
1.200 
2.200 

15,700 
1,300 

2,800 
3.700 
2.000 
1.000 

2,000 
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Employer 


Union 


Location 


Number  of 
Employees   In 
Bargaining  Unit 


February  1995 


Pric.  Club 

IBT 

Kroger  Co. 

UTCH 

J.  I.  Cat*  Co.  -  National  Agreement 

UAH 

American  Borne  Foods,  Inc. 

UFCW 

Matro  Health  System 

AFSCHE 

UNISYS  Corp.  (Shipboard  &  Ground 

Systems  Group) 

IUE 

Farmer  Jack 

UFCW 

Campbell  Soup  Co. 

UFCW 

Retail  Food  Stores  (Heat  &  Grocery) 

UFCW 

Dot*  Chemical  Co. 

USA 

National  Fual  Gas  Co. 

IBEW 

S  &  Z  Tool  &  Dia,  Inc. 

UAW 

Fostar  Turkey  Products 

UFCW 

Kroger  Co.  (darks) 

UFCW 

Council  of  Bewail  Hotels 

BERE 

Ratal 1  Butchara  Agreement 

UFCW 

Spiegel,  Inc. 

IBT 

Energy  (Bonneville  Power 

Administration) 

I AM. IBEW 

Grocery  Stores 

UFCW 

Safeway.  Inc.  (Richmond/Tidewater 

Areas) 

UFCW 

Retail  Food  Agreement 

UFCW 

Construction  Contractors  Labor 

Employers  of  NJ 

LIUNA 

Bl-State  Development  Agency 

ATU 

Retail  food  stores 

UFCW 

Associated  General  Contractors  of 

New  Jersey 

LIUNA 

Utility  &  Transportation  Con- 

tractors of  New  Jersey 

LIUNA 

Construction  Industry  Council 

IUOE 

Areata  Graphics 

GCIU 

San  Diego,  CA 
Peoria.  IL 
Racine,  WI 
Milton,  PA 
Cleveland,  OB 

Plalnview,  NY 
Detroit,  MI 
Napoleon ,  OB 
Eugene,  OR 
Midland,  MI 
Buffalo,  NY 
Cleveland,  OB 
Livingston,  CA 
Bouston ,  TX 

Honolulu,  BI 

San  Francisco,  CA 
Chicago,  IL 

Portland ,  OR 
Minneapolis,  MN 

Landovar ,  MD 
San  Ramon,  CA 

Lekewood.  NJ 
St  Louis,  MO 
South  St  Paul.  MN 

Cr anbury,  NJ 

Lekewood,  NJ 
Briarcliff  Manor.  NY 
Depew,  NY 


7,500 
1.100 
3,000 

1.800 
2,400 

1,300 
4.600 
2,200 
1.100 
2,300 
1.000 
1,200 
1,000 
8.500 
10,500 
7,600 
2.600 

1,200 
9.700 

1.000 
50,000 

3.000 
1,500 
3,600 

8,000 

8,000 
1,000 
1.500 


Owens-Coming  Fiberglass  Corp. 

Retail  Grocery  Meat  Agreement 

Dairies 

Sugar  Refining  Companies 

Geneva  Steal 

North  American  Philips  Corp. 
Kroger 
BXRCO  Inc. 

Grand  Union  (Matro  Division) 
Weyerhaeuser  Co. 
Yosemite  Park  &  Curry  Co. 
Xerox  Corp. 
Wyman -Gordon  Co. 
Southern  California  Gas  Co. 
Appalachian  Regional  Health  Care,  Inc. 
Bouston  Sheet  Metal  Contractors  Assn. 
Virginia  Electric  Power  Co. 
Wineries  of  Northern  California 
Tile  Contractors  Assn.  of  Northern 
California 


March 

1995 

GPPAW 

Daytona  Beach,  FL 

UFCW 

Fresno,  CA 

IBT 

Los  Angeles,  CA 

DWW  Sugar  Workers 

Council 

Monterey,  CA 

USA 

Oram,  UT 

IUE 

Nashville,  TN 

UFCW 

Memphis.  TN 

BCTW 

Bershey,  PA 

UFCW 

Wayne,  NJ 

WPPW 

Tacoma,  WA 

SEIU 

Yosemite  National,  CA 

ACTWU 

Fair  port,  NY 

USA 

Worcester,  MA 

ODD 

Los  Angeles,  CA 

USA 

Ashland,  KY 

SMH 

Bouston,  TX 

IBEW 

Richmond,  VA 

DWW 

Napa.  CA 

BAC 

Oakland.  CA 

1,000 
1,300 
2.500 

2,000 
2.100 
1,200 
9,700 
1,000 
1.500 
2,000 
1,400 
4,000 
1,000 
6,700 
1,900 
1.200 
4,500 
1.400 

1.000 
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Employer 


Union 


Location 


Number  of 
Employees   In 
Bargaining  Unit 


Cons true  Lion  Cos . 

Ohio  Stat*  University  Hospitals 


CJA 
ANA.OHNA 


Miami,  FL 
Columbus,  OB 


4,000 
1.300 


Jamas  River  Corp. 

Hotels  &  Casinos 

Thomson  Consumer  Electronics,  Inc. 

Cincinnati  Gas  &  Electric  Co. 

Lithonia  Lighting 

Marriott  Corp.  (Dodser  Stadium) 

Westinghouse  Han  ford  Co. /Bat telle  Labs 

City  of  Cleveland 

Milwaukee  Transport  Services 

Construction  Contractors 

Oscar  Mayer  Co. 

National  Linen 

GOT  Inc  (Pacific  Dunlop) 

Area  Grocers  Assn. 

Minneapolis  Automobile  Dealers  Assn. 

Health  Care  Service  Corp. 

Construction  Contractors 

Merck  Sharp  &  Dohme  Research  Labs 

NECA  Minneapolis  Chapter 

Alaska  Employees 

Public  Service  Electric  &  Gas  Co. 

Cleaning  &  Janitorial  Cos 

Construction  Contractors 

Mechanical  Contactors  Asan.  of 

Eastern  Pennsylvania 
Northern  Illinois  Ready  Mix  & 

Material 
Bridges tone/Fires tone 
Public  Service  Electric  &  Gas  Co. 
J.  R.  Siaplot  Co. 
West  Pennsylvania  Power  Co. 
Delaware  Valley  Insulation  & 

Abatement  Contractors  Assn. 
NECA  (Pennsylvania,  Delaware  & 

New  Jersey  Chapter) 
Construction  Contractors 
Construction  Contractors 
Construction  Contractors 
Sheet  Metal  Employers 
Construction  Contractors 
Detroit  Newspaper  Council 
Grocery  Stores 
Building  Trades  Empls  Assn. 
Construction  Trucking  Cos. 
Janitorial  Service  Cos. 
NECA  Long  Island  Chapter 
West  Perm  Power  Co. 
Colorado  Steel  Erector  Assn. 
Mechanical  Contractors  Assn. 
Clothing  Manufacturing  Cos. 
Palm  Beach  Co. 


April 

1995 

UPIU 

Pennington ,  AL 

IBT 

Las  Vegas.  NV 

IBEW 

IN  &  OB 

IUU 

Cincinnati.  OB 

IBEW 

Cony er s  ,  GA 

HERE 

Los  Angeles,  CA 

AFSCME 

Richland.  HA 

AFSCME 

Cleveland,  OH 

ATU 

Milwaukee,  WI 

IUOE 

Chattanooga,  TN 

UFCW 

Davanport ,  I A 

IP 

Atlanta.  GA 

IBEW 

Nashville,  TN 

UFCW 

Duluth,  MH 

IBT 

Edlna.  MN 

IBT 

Chicago.  IL 

CJA 

Denver ,  CO 

OCAW 

West  Point,  PA 

IBEW 

Minneapolis,  MN 

AFU.SEA.SIUNA 

Seattle,  WA 

IBEW.PPF 

Newark.  NJ 

SEIU 

Seattle,  WA 

BAC.CJA.PPF 

Naw  Jersey 

PPF 

Philadelphia,  P 

IBT 

Chicago,  IL 

URW 

La  Vergne   TN 

UCWA 

Cranf ord ,  NJ 

IBT 

Caldwell,  ID 

UWU 

Greensburg,  PA 

HFIA 


Southampton ,  PA 


IBEW 

Philadelphia,  PA 

BAC.BSOIW 

CJA 

Minn/St  Paul.  MN 

CJA.LIUNA 

Missouri 

CJA, IUOE, LIUNA 

Ohio 

SMW 

Philadelphia,  PA 

CJA.IBT.LIUNA 

Illinois 

Various 

Detroit,  MI 

UFCW 

Ro Seville.  CA 

LIIHA 

Rochester,  NY 

IBT 

La  Salle,  IL 

SEIU 

Seattle.  HA 

IBEW 

Hauppauga ,  NY 

UWU 

Ne»  Stanton,  PA 

BSOIW 

Denver ,  CO 

PPF 

Terrs  Haute,  IN 

ACTWU 

Philadelphia,  PA 

ACTWU 

Knowvllla.  TN 

1, 

300 

3, 

eoo 

7, 

100 

1, 

300 

1, 

000 

1, 

000 

J, 

000 

1, 

700 

1, 

300 

1, 

400 

1, 

500 

3 

000 

1 

200 

2 

400 

1 

,600 

1 

,100 

1 

,500 

1 

,600 

1 

,700 

1 

,300 

S 

,600 

1 

,800 

13 

,100 

5,000 

2.100 
1.100 
1.300 

1,400 
1.100 

2.000 

2.000 
S.300 
5,500 

21.000 
1.100 

15,600 
2.400 
3,100 
1.600 
1.000 
2.000 
1,500 
1.300 
1.000 
1.800 
2.000 
1.500 
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Employer 


Union 


Location 


Number  of 
Employees   In 
Bargaining  Unit 


Rockwell/Collins 

Woodward  &  Lothrop 

Entemann' s ,  Inc. 

Dyncorp  -  Ft  Rucker  Division 

Hamilton  Standard 

Allied  Signal  Corp. 

Massachusetts  Electric  Co 

Navy  (Portsmouth  Naval  Shipyard) 

Kelly  Springfield  Tire  Co. 

Navy  (Naval  Undersea  Warfare  Center) 

Frigidalre  Co. 

Wilson  Foods  Corp. 

American  Telephone  &  Telegraph 

Homestake  Mining  Co. 

Lafayette  Steel  Erector,  Inc. 

Hotels  -  Honolulu 

Mid  America  Regional  Bargaining  Assn. 

Ravens wood  Aluminum  Corp.,  Inc. 

National  Master  Automobile  Trans- 
porters Agreement 

Hospitals 

Master  Lock  Co. 

Health  One 

Washington  Gas  Light  Co. 

Garden  State  Tanning,  Inc. 

Construction  Contractors 

Heath  Tecna  Aerospace  Co. 

Construction  Contractors 

Parkersburg  Marietta  Contractors  Assn. 

Maytag  Co. 

Great  Lakes  Fabricators  &  Erectors 
Assn. 

Hoover  Co. 

Construction  Contractors 

NECA  Alameda  County 

Construction  Contractors 

NECA  St  Louis  Chapter 

NECA  Los  Angeles  Chapter 


May 

1995 

IBEW 

Cedar  Rapids,  IA 

UFCW 

Alexandria,  VA 

BCIW 

Bay  Shore .  NY 

IAM 

Ft  Rucker,  AL 

IAM 

East  Hartford,  CT 

UAW 

Southfleld,  HI 

UWNE 

Providence,  RJ 

PTE 

Portsmouth,  NH 

URW 

Freeport,  IL 

MTD 

Keyport,  HA 

IDE 

Edison,  NJ 

UFCW 

Chicago,  IL 

CWA.IBEW 

Various 

USA 

Lead,  SD 

BSOIW 

Baton  Rouge ,  LA 

ILWU 

Kihei.  HI 

IBT.LIUNA.OPCM 

Illinois 

USA 

Wash  ins  ton,  PA 

IBT 

Washington,  DC 

ANA.MNNA 

St  Paul,  HN 

UAH 

Milwaukee,  HI 

ANA.MNNA 

St  Paul,  MN 

IUGW 

Hashington,  DC 

ACTWU 

Willlamsport,  MD 

LIUNA.PPF 

Illinois 

IAM 

Kent.  HA 

CJA.LIUNA 

Providence,  RI 

CJA 

Parkersburg,  WV 

UAH 

N  ewton ,  IA 

BSOIW 

Southfield.  MI 

IBEU 

Canton,  OH 

CJA.IBT.PPF 

Seattle.  WA 

IBEW 

Oakland,  CA 

CJA. LIUNA.PPF 

Michigan 

IBEW 

St  Louis,  MO 

IBEW 

Los  Angeles,  CA 

2, tOO 
3,100 
1,200 
1.900 
3.200 
2.700 
2,000 
1,300 
1,300 
2,000 
2,000 
2,000 

83.200 
1.000 
2,200 
6,100 

16.200 
1.800 

18,000 
13.900 
1.300 
1,200 
1,200 
1,100 
2,200 
1,000 
3,800 
3,000 
2,000 

2.000 
2,000 
16,300 
1,000 
9,600 
2,300 
5,100 


Buffalo  Hospitals 
Connecticut  Light  &  Power  Co, 
Detroit  Ediaon  Co. 
Consumers  Power  Co, 
Construction  Contractors 
Electrical  Contractors 
Kaiser  Permanente 
Construction  Contractors 


June 

1995 

CWA 

Buffalo,  NY 

IBEU 

Hail  ford.  CT 

UHU 

Detroit,  MI 

UHU 

Jackson,  MI 

IUOE.LIUNA 

Michigan 

IBEU 

New  York 

AFSCME 

Los  Angeles ,  CA 

IBT. IUOE.LIUNA 

California 

2.400 
2.800 
3.000 
4.100 
«,200 

11,000 
1,500 

40.700 
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Employer 


Union 


Location 


Number  of 
Employees  In 
Bargaining  Unit 


General  Industry  &  Pork  Stores 

Hoechst  Celar.ese  Corp. 

Gulf  State  Utilities  Co. 

Cone  Mills  Corp. 

Philips  Consumers  Electronics  Co. 

Illinois  Bell  Telephone  Co. 

Kroger  Co. 

Hotels  of  Sew  York 

Pennsylvania  American  Water  Co. 

University  of  Medicine  &  Dentistry  of 

New  Jersey 
Deaansions  Beslth  Corp. 
Kaiser  Foundation  Hospital  &  Plan 
Group  Health  Corp. 
Alliance  of  Motion  Picture  &  TV 

Producers 
Assn.  of  Voluntary  Nursing  Homes 
Hospitals 

Assn.  of  Electrical  Contractors 
Associated  Mechanical  Contractors 
Mechanical  Contractors  Assn. 

of  New  Jersey 
Contractors  Assn.  &  Others 
Highway  Contractors,  Inc. 
Southern  California  Edison 
University  of  Cincinnati 
Bay  Area  Painters  &  Decorators 
ASARCO  Inc. 
Harvard  University 
Construction  Contractors 
Virgin  Island  Industrial  Maintenance 

&  Others 
Western  Resources 


UFCW 

Nn  York,  HY 

ACTWU 

Rock  Hill,  SC 

IBEW 

Beaumont ,  TX 

ACTWU 

Graansboro ,  HC 

IDE 

Gtaanavilla,  TH 

IBEW 

Chicago,  IL 

UFCW 

San  Antonio,  TX 

HYHHTC 

Haw  York.  HY 

mm 

Mt  Laurel,  RJ 

IBT 

Newark.  HJ 

IBFO 

Landover ,  HD 

HERE 

Honolulu,  HI 

SEIU 

Saattla,  WA 

Multi.AFTRA.SAG 

I. o»  Angeles,  CA 

RWDSU 

Bronx,  HY 

RWDSN 

Hew  York.  HY 

IBEW 

Flushing.  HY 

PPF 

Chattanooga.  TN 

PPF 

Springfield.  HJ 

OPCM 

Las  Vegas.  HV 

USA 

Plkeville,  KY 

IBEW.UWU 

Rosemesd,  CA 

SEIU 

Cincinnati ,  OH 

PAT 

San  Francisco,  CA 

USA 

Hayden  AZ 

AFSCME 

Cambridge.  HA 

Various 

California 

USA 

Christlansted,  VI 

IBEW 

Topeka,  KS 

1,100 
2,600 
2,900 
2,500 
1.600 

13.000 
1,400 

10.000 
1,000 

1,900 
1,000 
1.300 
1,200 

120,000 
6,000 
3,400 
1.000 
1.200 
1.700 

3.000 
2.600 
7.700 
1.200 
1.300 
1.300 
3.600 
29.700 

3.000 
1,400 


Bakeries 

Construction  Contractors 

State  of  Hebraska 

Thrifty  Corp. 

United  Telephone  Co.  of  Florida 

Solar  Turbines,  Inc. 

Tennessee  Valley  Authority 

Mechanical  Contractors  Assn. 

Missouri  Basin  Boilermaker  Employees 

A.  0.  Smith  Corp. 

Building  Trades  Employers  Assn.  & 

Mason  Contractors  Assn. 
FMC  Corp  -  Northern  Ordnance  Div 
Mechanical  Contractors  of  District  of 

Columbia 


Julv 

1995 

BCTW 

California 

IUOE.LIUHA 

Las  Vegas,  HV 

AFSCME 

Lincoln,  HE 

UFCW 

Buena  Park,  CA 

IBEW 

Ft  Myers,  FL 

LAM 

San  Diego,  CA 

TVATLC 

Concord- Far ragut 

PPF 

Miami.  FL 

BBF 

Kansas  City.  KS 

IAM 

Milwaukee,  HI 

BAC 

Boston,  MA 

UAW 

Minneapolis,  MN 

6.300 
4,400 
10,000 
1.000 
1,600 
1.400 
8,000 
1,000 
1.600 
2.000 

3.000 
1,200 


Capital  Bts,  MD 
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Employer 


Union 


Location 


Number  of 
Employees  In 
Bargaining  Unit 


August  1995 


Okaloosa  County  School  Board 
Mead  Corp. 

Board  of  Governors  Universities 
Jefferson  County  Public  Schools 
Producers  Assn.  of  Chi  ego  Area 

Theatres 
Wisconsin  Bell,  Inc. 
New  Jersey  Bell  Telephone  Co. 
Pacific  Bell 
Ohio  Bell  Telephone  Co. 
Michigan  Bell  Telephone  Co. 
Illinois  Bell  Telephone  Co. 
Indiana  Bell  Telephone  Co. 
Ameritech  Services 
Southwestern  Bell  Telephone  Co. 
Bell  Telephone  of  Pennsylvania 
Bell  Atlantic  Corp. 
Chesapeake  &  Potomac  Telephone  Co. 
Bellsouth  Corp. 

Cameron  Forge  &  Elastomer  Plant 
Commerce  Dept.  (Bureau  of  The  Census) 
Val-Agre  Inc . 
Alabama  Power  Co. 

U.  S.  West  Business  Resources,  Inc. 
Wisconsin  Electric 
GTE  Southwest,  Inc. 
Trane  American  Standard 
Santa  Rosa  County  School  Board 
Diamond  Star  Motors  (DSM) 
Fisher  Controls  Co. 
Air  Force  (Maxwell  AFB) 
Virgin  Islands  Government  (Teachers) 
East  St  Louis  School  District 
Board  of  Education,  City  of  Chicago 
Potlatch  Corp. 

Champion  International  Corp. 
Justice  Dept.  (Federal  Prison 

Industries) 
Revlon  Inc . 

Construction  Contractors 
FDL  Foods,  Inc. 
Associated  General  Contractors 

Alabama  Branch 
Raytheon  Co. 


NEA.CCEA 

UPIU 

AFT 

NEA.COEA.JCEA 

AEA 

CWA 

CHA.IBEW 

CWA 

CWA 

CWA 

CWA 

CWA 

CWA 

CWA 

CWA.IBEW 

CWA 

CWA 

CWA 

IAM 

KFFE 

IBI 

IBEW 

CWA 

IBEW 

CWA 

IAM 

NEA 

UAW 

UAW 

AFGE 

AFT 

AFT 

AFT 

UPIU 

UPIU 

AFGE 
UAW 

CJA.PAT 
UFCW 

LIUNA 

IBEW 


Ft  Walton  Beach,  FL 
Chilllcothe,  OH 
Springfield,  II 
Golden,  CO 

Chicago,  IL 
Milwaukee,  WI 
Newark,  NJ 
Oakland,  CA 
Cleveland,  OB 
Detroit,  MI 
Chicago,  IL 
Indianapolia,  IN 
Rosello,  IL 
St  Louis,  MO 
Philadelphia 
Washington,  DC 
Washington,  DC 
Atlanta,  GA 
Houston,  TX 
Jeffersonville,  IN 
Kansas  City,  Mo 
Birmingham,  AL 
Englewood,  CO 
Waukesha,  WI 
Irving.  TX 
La  Crosse,  WI 
Milton,  FL 
Normal,  IL 
Marshalltown,  IA 
Montgomery ,  AL 
Charlotte  Amalie.  VI 
East  St  Louis,  IL 
Chicago,  IL 
Lewiston,  ID 
Canton,  NC 

McLean.  VA 
Edison.  NJ 
So.  California 
Dubuque ,  IA 

Birmingham,  AL 
Lexington,  MA 


i.700 
1,400 
1,900 
8,600 

1,500 
3,900 

12,400 

39,000 
9,200 

11,700 
2.700 
4,000 
1,600 

34,100 

14,000 
5,000 
8,100 

46,800 
1,000 
1.400 
1,000 
3,500 
2,100 
2,300 
5.500 
1,200 
1.100 
2.500 
1,000 
1.800 
1.800 
1.200 

32.000 
1.100 
1.500 

17,000 
2,000 

11,200 
1,500 

1,000 
7,500 


September  1995 


U.  S.  Office  of  Personnel  Management  AFGE 

wci  Steel  Inc.  USA 

Bamischfeger  Corp.  USA 

George  A.  Bormel  Co.  UFCW 

Food  Employers  Council  UFCW 

U.  S.  Dept  of  Labor  AFGE 
Chrysler  Motors  -  St  Louis  Assembly 

Plant  UAW 

Kroger  Co.  UFCW 

Disneyland  Service  Agreement  Multl 


Washington.  DC 
Warren,  OB 
Milwaukee,  WI 
Auatin,  MN 
Las  Veges.  MV 
Washington.  DC 

Fen ton.  MO 
Columbus ,  OB 
Los  Angeles,  CA 


1.900 
2.000 
1.300 
1.200 
2.100 
4,000 

3,600 
6.800 
2,400 
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Employer 


Pnlon 


Location 


Number  of 
Employees  In 
Bargaining  Unit 


Wholesale  Tobacco  Distributors  of 

Raw  York  IBT 

General  Tlra  URH 

Champion  International  Corp.  UPIU 

Hal  jar.  Inc.  UFCH 

Textron  Aarostructuras  1AM 

Amana  Refrigeration.  Inc.  IAH 

Prudential  Insurance  Co.  of  America  UFCW 

Bruno's,  Inc.  UFCW 

Howard  University  Bospital  AFSCME 

Anchor  Bock  in*  Glass  Co.  AFGW 

Jawal  Food  Stores  UFCW 

ALbert  Einstein  Collese  of  Medicine  RHOSU 

American  Protective  Services,  Inc.  IUSO 

Rhaaa  Manufacturing  Co.  USA 

Janitorial  Services  SEIU 

Food  Stores  of  N<m  York  City  RHDSU 

Sunshine  Biscuits,  Inc.  BCTM 


Haif  York,  RY 

Charlotte,  NC 
Hamilton.  OB 
Grand  Rapids,  MI 
Nashville,  TO 
Cedar  Rapids,  IA 
Washington,  DC 
Birmingham.  AL 
Washington.  DC 
Lancaster,  OB 
Malross  Park,  IL 
Bronx ,  RY 
San  Laandro,  CA 
Ft  Smith,  AR 
Kansas  City,  MO 
Flushing ,  NY 
Washington,  DC 


1.100 
1.600 
1.500 

27,600 
1.S00 
2,000 

16,000 
6.500 
1.200 
1.100 

18,000 
1,200 
3,100 
1.300 
1,200 

16.000 
2.100 
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ONION  KEY 


ACTWU  Amalgamated  Clothing  and  Textile  Workers  Onion 

AEA  Actors  Equity  Association 

AFGE  American  Federation  of  Government  Employees 

AFGW  American  Flint  Glass  Workers  Union 

AFM  American  Federation  of  Musicians 

AFSCME  American  Federation  of  State,  County  and  Municipal  Employees 

AFT  American  Federation  of  Teachers 

AFTRA  American  Federation  of  Television  and  Radio  Artists 

AFU  Alaska  Fishermen's  Union 

ANA  American  Nurses  Association 

ATU  Amalgamated  Transit  Union 

BAC  Bricklayers  and  Allied  Crafts 

BBF  International  Brotherhood  of  Boilermakers,  Iron  Shipbuilders, 

Blacksmiths,  Forgers  and  Helpers 

BCTW  Bakery,  Confectionery  and  Tobacco  Workers  Union 

BSOIW  Bridge,  Structural  and  Ornamental  Ironworkers 

CJA  Carpenters  and  Joiners  of  America 

COEA  Colorado  Education  Association 

CWA  Communications  Workers  of  America 

DWW  Distillery,  Wine  and  Allied  Workers 

GCIU  Graphic  Communications  International  Union 

GPPAW  Glass,  Pottery,  Plastics  and  Allied  Workers 

HERE  Hotel  Employees  and  Restaurant  Employees  International 

Union 

HFIA  International  Association  of  Heat  and  Frost  Insulators 

IAM  International  Association  of  Machinists 

IATSE  International  Association  of  Theatrical  and  Stage  Employees 

IBEW  International  Brotherhood  of  Electrical  Workers 

IBFO  International  Brotherhood  of  Firemen  and  Oilers 

IBT  International  Brotherhood  of  Teamsters,  Chauffeurs, 

Warehousemen  and  Helpers  of  America 

ICW  International  Chemical  Workers 

ILA  International  Longshoremen's  Association 

ILGWU  International  Ladies  Garment  Workers  Union 

ILWU  International  Longshoremen's  and  Warehousemen's  Union 

IUE  International  Union  of  Electronic,  Electrical,  Salaried, 

Machine  and  Furniture  Workers 

IUGW  Independent  Union  of  Gas  Workers 

IUOE  International  Union  of  Operating  Engineers 

IUSO  International  Union  of  Security  Officers 

IUU  Independent  Utilities  Union 

JCEA  Jefferson  County  Educational  Association 

LIUNA  Laborers  International  Union  of  North  America 

MNNA  Minnesota  Nurses  Association 

MTD  Metal  Trades  Department,  AFLCIO 

NEA  National  Education  Association 

NFFE  National  Federation  of  Federal  Employees 

NPMHU  National  Postal  Mail  Handlers  Union 

NYHMTC  New  York  Hotel,  Motel  Trades  Council 

NYSNA  New  York  State  Nurses  Association 
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OCAH  Oil,  Chemical  and  Atomic  Workers 

OCEA  Okalossa  County  Edudation  Association 

OHNA  Ohio  Nurses  Association 

OPCM  Operative  Plasters'  and  Cement  Masons'  International 

Association 

OPEIU  Office  and  Professional  Employees  International  Union 

PAT  Painters  and  Allied  Trades 

PED  Public  Employees  Department,  AFL-CIO 

PKWU  Paper  Mill  Workers  Union 

PPF  United  Association  of  Plumbers  and  Pipefitters 

PTE  Professional  and  Technical  Engineers 

RWDSU  Retail,  Wholesale,  Department  Store  Union 

SAG  Screen  Actors  Guild 

SEA  Sabine  Sea-Going  Officers  Association 

SEIU  Service  Employees  International  Union 

SPAAW  Stove,  Furnace  and  Appliance  Workers 

SIUNA  Seafarers'  International  Union  of  North  America 

SMW  Sheet  Metal  Workers'  International  Union 

SSDC  Society  of  Stage  Directors  &  Choreographers 

STCU  Service  Trades  Council  of  Six  Flags  Great  Adventure 

TFT  Toledo  Federation  of  Teachers 

TP  Textile  Processors  Service  Trades  Health  Care  Professional 

and  Technical  Union 

TVATLC  Tennessee  Valley  Authority  Trades  and  Labor  Council 

UAW  United  Automobile,  Aerospace  and  Agricultural  Implement 

Workers  of  America 

UCWA  Utility  Co-Workers  Association  (Independent) 

UFCW  United  Food  and  Commercial  Workers 

UPIU  United  Paperworkers  International  Union 

UPWT  United  Production  Workers  of  Tucumseh 

URW  United  Rubber  Workers 

USA  United  Steelworkers  of  America 

UTWA  United  Textile  Workers  of  America 

UWU  Utility  Workers  Union 

UWNE  Utility  Workers  of  New  England 

WASNA  Washington  State  Nurses  Association 

WPPW  Western  Pulp  and  Paperworkers  Union 
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II.  PREVENTIVE  MEDIATION 

Preventive  mediation  is  dedicated  to  assisting  the  parties 
in  avoiding  disputes  and  improving  their  labor-management 
relationships.  This  has  become  increasingly  necessary  in  recent 
years  due  to  the  stresses  placed  on  the  collective  bargaining 
system  by  both  external  and  internal  forces.  Examples  of 
external  forces  are  mergers/acquisitions,  international  economic 
pressures,  and  competitive  pressures  for  market  share.  Internal 
forces  include  changing  technology,  productivity  issues,  changes 
of  leadership,  both  labor  and  management,  and  the  changing  nature 
of  the  workforce. 

Federal  mediators  utilize  a  variety  of  approaches  in  problem 
identification  and  conflict  resolution.  The  objective  is  to 
create  working  relationships  conducive  to  peaceful  settlement  of 
labor  agreements  at  the  time  of  contract  expiration,  to  provide 
the  means  for  effective  administration  of  contracts  during  the 
life  of  agreements  and  to  assist  in  developing  a  structure  for 
dealing  with  those  matters  which  impact  on  labor-management 
relationships.  Preventive  mediation  is  used  to  promote  sound  and 
stable  labor-management  relations  and  to  foster  joint  cooperative 
relationships  that  increase  mutual  understanding  and  ability  to 
resolve  common  problems  and  promote  development  of  high 
performance  workplaces. 

Conferences /Seminars 

In  the  dynamic  labor  relations  arena  the  need  for  change  and 
improvement  is  essential  to  keep  pace  with  technology,  workforce 
diversity,  and  the  global  economy.  Effective  devices  for 
disseminating  information  to  promote  this  growth  are  conferences, 
workshops,  and  seminars.  FMCS  works  with  a  variety  of  local  and 
national  organizations  to  co-sponsor  programs  to  improve  labor- 
management  relationships.  Subject  matter  covers  collective 
bargaining,  contract  administration,  labor-management 
cooperation,  quality  of  work  life,  effective  grievance  handling, 
arbitration,  employee  participation  and  other  subjects  of  current 
interest.  Presentations  include  development  of  skills,  exposure 
of  success  stories,  new  or  improved  techniques,  and  general 
information.  These  sessions  are  open  to  both  labor  and 
management  representatives. 

In  addition,  through  the  Labor-Management  Cooperation 
Program,  FMCS  sponsors  the  National  Labor-Management  Conference. 
This  event,  held  every  two  years  since  1982,  is  the  largest  labor 
relations  conference  in  the  United  States,  drawing  over  1,500 
attendees  from  virtually  every  state  in  the  Nation  plus  a  dozen 
foreign  countries.  The  conference  highlights  innovative  joint 
cooperative  efforts  and  offers  several  "how  to"  workshops  so  that 
attendees  can  use  conference  information  to  establish  or  improve 
their  labor-management  committees. 
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Consultation /Liaison 

Parties  to  an  agreement  often  are  confronted  with  special 
problems  during  the  contract  term  which  are  best  treated  with 
the  assistance  of  a  trusted  third-party  neutral.  Mediators' 
broad  scope  of  experience  and  constant  participation  in  the 
collective  bargaining  process  gualify  them  as  important  sources 
on  which  the  parties  rely. 

These  preventive  mediation  meetings  may  involve  chairing 
special  subcommittees  established  during  contract  negotiations  to 
deal  with  the  issues  which  would  have  delayed  settlement  or  even 
become  strike  issues  at  contract  expiration.  Others  may  deal 
with  questions  arising  during  the  administration  period  of  the 
contract  where  it  is  helpful  to  have  a  credible  and  acceptable 
mediator  who  is  familiar  with  the  parties  and  their  negotiations 
to  provide  neutral  counsel,  analysis,  and  recommendations.  Still 
others  are  aimed  at  bridging  attitudinal  barriers  to  effective 
contract  negotiations. 

Labor-Management  Committees 

Labor-management  committees  have  three  different  structures: 
in-plant,  industry,  or  area  committees.  In-plant  committees  are 
formed  within  a  single  industrial  or  government  organization 
setting  and  deal  principally  with  internal  issues  involving  labor 
and  management.  Members  of  these  committees  cover  all  non- 
contract  and  non-bargaining  elements  of  the  relationship,  such  as 
general  business  climate,  product  development,  product  quality, 
productivity,  absenteeism,  health  and  safety,  employee 
participation  programs,  and  a  wide  spectrum  of  subject  matter 
which  impinges  on  the  relationship  between  the  parties.  This 
open  communication  channel  and  joint  problem-solving  activity 
tend  to  promote  less  stressful  contract  bargaining  at  renewal 
time.  These  committees  exist  in  every  industry  and  in  companies 
of  every  size. 

Many  government  agencies,  as  well  as  private  industry,  are 
finding  labor-management  committees  useful  devices  for 
alleviating  stress  between  the  parties  which  would  otherwise 
develop  into  serious  adversarial  confrontations,  as  well  as  for 
providing  problem-solving  and  developmental  processes  and 
partnerships  that  strengthen  their  relationships. 

Training  Modules 

Training  takes  a  variety  of  forms  and  flows  from  every  other 
FMCS  activity  including  Dispute  Mediation.  These  activities  are 
tailored  by  the  mediator  and  may  be  single  sessions  to  deal 
with  a  specific  group  or  issue,  or  may  be  multi-sessions  covering 
a  broader  spectrum  of  need.   The  goal  of  these  programs  is  to 
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remove  barriers  within  the  employee  employer  relationship, 
develop  a  basis  for  mutual  respect  and  trust,  improve 
communications  and  problem-solving  skills  and  enhance  the 
relationship  between  the  parties. 

This  training  is  carried  out  by  individual  mediators  or  by 
teams  of  mediators  who  use  current  classroom  techniques  common  to 
adult  education  programs.  Some  specific  major  training  programs 
are  highlighted  below. 

Labor-Management  Initiatives 

Orientation  to  Labor-Management  Initiatives  (OLMI) 
highlights  the  core  concepts  that  drive  cooperative  labor- 
management  relationships.  Small  groups  of  union  and 
management  practitioners  focus  on  the  methods  and  techniques 
of  organizational  change.   This  one-day  workshop  includes: 

-  A  brief  overview  of  the  Nation's  current  economic 
climate  and  other  factors  driving  change; 

A  look  at  how  work  and  work  relationships 
traditionally  have  been  organized; 

-  Video  tape  presentations  highlighting  the 
characteristics  and  values  critical  to  successful 
joint  labor-management  efforts  in  selected  American 
companies; 

-  Application  of  key  elements  of  these  successful 
enterprises  to  a  case  study. 

OLMI  invites  practitioners  to  weigh  the  implications  of 
organizational  change  so  that  they  can  approach  the  future 
with  greater  insight. 

Partners  in  Change 

For  organizations  that  have  moved  toward  cooperative  labor- 
management  relationships,  the  Partners  in  Change  (PIC) 
program  allows  them  to  explore  their  full  partnership 
potential. 

During  this  2  l/2-days  seminar,  union  and  management 
decision-makers  identify  the  process  that  will  carry  forward 
their  commitment.   Activities  include: 

Development  of  brainstorming  and  consensus-building 
skills; 

Examination  of  the  present  work  culture  and  its 
interrelated  systems; 
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-  Review  of  the  elements  of  various  change  strategies; 

Relating  these  strategies  to  specific  interests  and 
problems  in  their  organization. 

Using  PIC  as  a  guideline,  labor  and  management  decision- 
makers from  a  single  organization  can  begin  the  process  of 
change  based  on  trust,  team-building,  mutual  goal-setting, 
and  a  joint  vision  of  the  future. 

Committee  Effectiveness  Training 

Committee  Effectiveness  Training  CET  is  a  compendium  of 
exercises  designed  to  provide  labor-management  committee 
members  with  knowledge  and  skills  they  need  to  become 
effective  contributors.  The  key  to  CET's  flexibility  and 
adaptability  is  a  needs  assessment  questionnaire,  which 
enables  the  trainer  to  tailor  a  workshop  to  the  specific 
needs  and  time  constraints  of  the  requesting  group. 

CET  utilizes  a  guidebook  and  eight  training  modules 
containing  a  total  of  50  exercises.  The  first  five  modules 
relate  to  getting  the  job  done — effective  planning, 
effective  meetings,  group  problem  solving,  consensus 
decision-making,  and  effective  communication  with 
constituents.  The  last  three  modules  relate  to  maintaining 
effective  group  interaction — understanding  self  and  others, 
interpersonal  skills,  group  dynamics,  and  shared  leadership. 

Interest  Based  (Win-Win)  Negotiations 

This  training  program  is  meant  to  help  individual  parties  to 
a  collective  bargaining  agreement  who  wish  to  significantly 
modify  the  manner  in  which  they  reach  their  agreement.  The 
training  is  done  in  advance  of  the  negotiations  and  the 
parties  are  taught  to  refocus  their  thinking  about  their 
bargaining  styles.  The  training  is  done  jointly  and  teaches 
new  approaches  to  reaching  settlements:  (1)  the  parties  are 
taught  to  focus  on  their  interests  rather  than  their 
positions  (looking  at  the  why  -  not  the  what);  (2)  the 
parties  are  encouraged  to  discuss  the  similarities  in  their 
interests  and  then  to  brainstorm  about  consensual  outcomes. 

Where  the  parties  are  open  to  a  new  approach  to  a  formerly 
adversarial  model,  this  program  has  significantly  altered 
the  entire  labor-management  relationship. 

Relationships  by  Objectives  (RBO) 

This  is  a  closely-structured  program  applied  when  a 
relationship  has  deteriorated  to  an  unacceptable  level. 
This  may  be  reflected  by  an  abnormal  incidence  of  grievance 
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activity,  grievances  being  pursued  to  upper  steps  of  the 
procedure  and/or  arbitration,  wildcat  strikes,  low 
productivity  or  guality  levels,  and  a  variety  of  other 
expressions  of  low  morale  and  extreme  attitudinal  problems. 

The  RBO  program  requires  firm  commitment  and  participation 
of  upper-level  management  and  union  personnel  (the  decision- 
makers) .  Its  intended  use  is  for  relationships  in  serious 
trouble.  Therefore,  it  is  less  frequently  applied  than 
other  elements  of  FMCS  Preventive  Mediation  activities. 
However,  it  has  been  one  of  the  most  effective  FMCS  programs 
in  dealing  with  change. 
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III.   PUBLIC  INFORMATION  AND  EDUCATIONAL  ACTIVITIES 

The  purpose  of  public  information  and  educational  activities 
of  FMCS  is  to  advance  the  national  policy  of  collective 
bargaining.  These  activities  promote  the  wider  acceptance  and 
proper  use  of  the  collective  bargaining  process  and  third-party 
assistance  in  the  prevention  and  settlement  of  labor-management 
disputes.  In  turn,  this  process  advances  the  theory  that 
collective  bargaining  and  mediation,  when  effectively  applied, 
help  achieve  good  labor-management  relations  and  promote 
industrial  peace. 

Mediators  engage  in  public  information  and  educational 
activities  through  lectures  at  educational  institutions  at  all 
levels,  through  participation  in  public  and  private  sector 
seminars  and  conferences,  and  through  their  availability  to  the 
media.  These  activities  help  the  labor-management  community  and 
the  general  public  gain  a  better  understanding  of  the  uses  of 
dispute  mediation,  preventive  mediation,  arbitration,  and 
collective  bargaining,  and  the  positive  results  of  enhanced 
labor-management  relations. 
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IV.   ARBITRATION  SERVICES 

Arbitration  is  used  almost  universally  to  resolve  labor 
disputes  arising  out  of  the  interpretation  of  collective 
bargaining  agreements.  In  addition,  arbitration  is  increasingly 
used  as  a  substitute  for  strikes  or  as  a  method  of  resolving 
impasses  in  contract  negotiations,  particularly  in  the  public 
sector.  Arbitration  is  favored  by  national  labor  policy;  Title 
II  of  the  Labor-Management  Relations  Act  encourages  the  use  of 
governmental  facilities  in  order  to  aid  voluntary  arbitration. 

Since  its  inception,  FMCS  has  provided  on  request  to  labor 
and  management  lists  of  experienced,  qualified  arbitrators  from 
which  parties  may  select  a  person  to  hear  and  decide  disputes. 

FMCS  also  provides  assistance  to  parties  in  setting  up 
improved  alternatives  to  case-by-case  selection  of  arbitrators. 
FMCS  provides  assistance  to  parties  on  names,  procedures,  and 
contract  language  for  permanent  umpires  or  panels  for  expedited 
and  regular  arbitration. 

Under  Public  Law  93-360,  the  FMCS  establishes  boards  of 
inquiry  for  health  care  industry  disputes.  A  board  of  inquiry  is 
usually  appointed  from  the  FMCS  roster  and  the  administration  of 
a  board's  term  of  office  has  been  delegated  to  the  Office  of 
Arbitration  Services. 

Under  the  Civil  Service  Reform  Act  of  1978,  arbitration  is 
the  principal  avenue  available  to  redress  grievances  of  federal 
employees.  It  is  anticipated  that  the  FMCS  activity  in  federal 
sector  arbitration  will  continue  to  increase. 
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V.   ALTERNATIVE  DISPUTE  RESOLUTION  (ADR) 

In  1990,  the  Administrative  Dispute  Resolution  Act  and  the 
Negotiated  Rulemaking  Act  were  signed  into  law,  and  in  October  of 
1991  an  Executive  Order  was  issued  which  called  upon  all 
government  agencies  to  use  Alternative  Dispute  Resolution  (ADR) 
where  appropriate,  to  help  reduce  government  litigation  in  order 
to  preserve  precious  resources.  The  legislation  and  the 
Executive  Order  have  had  a  significant  impact  on  the  work  of  FMCS 
and  a  summary  follows: 

The  Administrative  Dispute  Resolution  Act  of  1990 

The  purpose  of  the  Act  is  to  encourage  Federal  agencies  to 
use  various  settlement  techniques,  to  resolve  disputes  prior  to 
litigation.  The  scope  of  the  Act  is  very  broad.  Thus,  the 
phrase  "alternative  means  of  dispute  resolution"  is  defined  as 
including  "negotiations,  conciliation,  facilitation,  mediation, 
factfinding,  mini-trials  and  arbitration,  or  any  combination  of 
these  methods . 

Other  requirements  established  by  the  Act  include  the 
following: 

Each  agency  shall  designate  a  "senior  official"  as 
its  "dispute  resolution  specialist." 

Each  agency  shall  provide  training  for  this 
specialist,  and  for  other  agency  employees  who  are 
involved  in  dispute  resolution  activities. 

-  Each  agency  shall  adopt  a  dispute  resolution 
policy,  and  in  developing  this  policy  shall 
consult  with  the  Administrative  Conference  of  the 
United  States  and  the  Federal  Mediation  and 
Conciliation  Service. 

Each  agency  shall  review  the  language  used  in  its 
contracts,  grants  and  other  agreements,  to  determine 
if  the  language  needs  to  be  changed  to  provide  for 
dispute  resolution  procedures. 

Thus,  each  agency  of  the  Federal  Government  must  review 
its  programs,  and  adopt  a  policy  for  dispute  resolution. 
Potentially,  every  agency  could  request  guidance  from  FMCS  on 
implementation  of  provisions  of  the  Act. 

The  Negotiated  Rulemaking  Act  of  1990 

The  purpose  of  the  Act  is  to  authorize  Federal  agencies  to 
add  a  new  step  to  the  rulemaking  process.  The  current  rulemaking 
process  consists  of  a  proposed  rule  issued  by  the  agency,  receipt 
of  comments  from  the  public,  and  a  final  rule  published  by  the 
agency  with  an  explanation  of  how  the  comments  were  handled. 
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Under  the  Act,  agencies  have  the  option  of  adding  a  new 
step,  prior  to  issuing  the  proposed  rule.  This  step  is  the 
negotiated  rulemaking  process.  That  is,  a  committee  is  formed, 
consisting  of  representatives  of  the  agency  and  representatives 
of  all  involved  interests,  and  then  these  individuals  meet  and 
try  to  reach  a  consensus  on  what  the  proposed  rule  should  say. 
It  is  a  process  of  face-to-face  negotiations,  assisted  by  a 
neutral  facilitator.  If  consensus  is  reached,  public  comments 
must  still  be  received  and  dealt  with,  but  such  comments  are  not 
likely  to  seriously  alter  the  consensus,  and  therefore  the  final 
rule  will  usually  reflect  in  broad  measure  the  agreement  reached 
by  the  committee. 

The  Act  divides  negotiated  rulemaking  (called  reg-neg)  into 
two  parts.  The  first  is  the  convening  process.  In  this  part  a 
person  called  a  "convener"  assists  the  agency  in  determining 
whether  or  not  the  reg-neg  is  feasible.  The  convener  helps  the 
agency  decide  which  affected  parties  should  be  contacted,  and 
makes  the  necessary  contacts  to  determine  if  they  are  willing  to 
participate.  The  convener  then  reports  to  the  agency  on  what  he 
or  she  has  found.  FMCS  mediators  often  serve  as  conveners  in 
these  negotiated  rulemaking  procedures. 

The  agency,  after  considering  the  report  of  the  convener  (or 
after  considering  its  own  assessment  of  the  situation)  may  then 
take  the  next  step,  and  proceed  to  publish  a  notice  in  the 
Federal  Register  stating  that  it  proposes  to  conduct  a  reg-neg, 
proposes  to  have  various  persons  serve  as  representatives,  and 
proposes  to  pursue  a  certain  agenda.  After  comments  are  received 
the  agency  decides  whether  to  go  forward  or  not.  If  it  decides 
to  go  ahead,  the  agency  then  establishes  the  reg-neg  committee, 
following  the  requirements  of  the  Federal  Advisory  Committee  Act. 

The  facilitator  for  the  reg-neg  may  be  a  person  either  from 
within  or  outside  the  Federal  Government,  but  must  be  someone  who 
has  been  approved  by  both  the  agency  and  the  committee.  The  Act 
authorizes  the  Administrative  Conference  of  the  United  States,  in 
consultation  with  the  Federal  Mediation  and  Conciliation  Service, 
to  operate  a  roster  of  conveners  and  facilitator. 

The  role  of  FMCS  is  defined  as  follows: 

"The  Federal  Mediation  and  Conciliation 
Service  may  provide  services  and  facilities, 
with  or  without  reimbursement,  to  assist 
agencies  under  this  subchapter,  including 
furnishing  conveners,  facilitator,  and 
training  in  negotiated  rulemaking." 

FMCS  has  been  active  in  assisting  Federal  agencies  with 
Alternative  Dispute  Resolution  activities  over  the  last  several 
years.  With  the  enactment  of  these  two  laws  workload  and  demand 
for  services  have  increased. 
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VI.   MANAGEMENT  AND  ADMINISTRATIVE  SUPPORT 

FMCS  provides  policy  development,  coordination  of  services, 
budget  and  financial  management,  personnel  management,  training, 
automated  information  systems  and  overall  management  of  the 
agency  through  its  national  headquarters.  These  services  are 
critical  to  the  accomplishment  of  the  mission  of  the  agency. 

The  Director,  in  addition  to  his  overall  administrative 
responsibility  and  policy-making  role  for  the  Service  also  acts 
as  liaison  with  the  White  House,  members  of  the  President's 
Cabinet,  and  the  Congress  of  the  United  States.  He  provides 
direction  for  and  participates  in  major  disputes  as  the  Nation's 
top  mediator. 

The  Deputy  Director  is  responsible  for  assisting  the 
Director  in  all  aspects  of  the  national  mediation  program,  the 
day-to-day  administration  of  the  Service  and  the  development  of 
FMCS  policy.   He  directly  supervises  the  field  managers. 

The  Assistant  Director  for  Mediation  and  Technical  Services 
is  responsible  for  the  management  and  coordination  of  staff 
support  of  labor-management  dispute  mediation  activities,  as  well 
as  technical  assistance  in  preventive  mediation  activity 
associated  with  disputes  and  the  Service's  responsibilities  in 
Alternative  Dispute  Resolution.  This  support  includes  direction 
of  training,  education,  research,  and  arbitration. 

The  Service's  79  field  offices  are  managed  by  nine  district 
directors  who  report  to  the  Director  through  the  Deputy  Director. 
This  flat  management  profile  has  placed  the  top  managers  of  the 
agency  in  closer  contact  with  the  field  mediators  and  through 
them  with  our  clients  at  a  time  when  effective  communications  can 
mean  the  difference  between  success  and  failure  of  the  collective 
bargaining  process. 

The  goal  of  FMCS  will  continue  to  be  to  provide  the  fastest 
and  most  professional  response  possible  to  the  conflict 
management  and  dispute  resolution  needs  of  the  labor-management 
community  of  the  Nation.  FMCS  assures  that  those  mediators  who 
respond  are  well  trained,  well  motivated  and  totally  empowered  to 
carry  out  their  very  important  role  in  America's  collective 
bargaining  process  and  the  development  of  high-performance 
workplaces. 
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VII.   LABOR-MANAGEMENT  COOPERATION  PROGRAM 

The  Labor  Management  Cooperation  Act  of  1978  (29  U.S.C. 
175a)  authorizes  the  Service  to  carry  out  a  program  of  contracts 
and  grants  to  support  the  establishment  and  operation  of  plant, 
area,  and  industry  labor-management  committees  which  promote 
cooperation. 

Because  there  were  no  grants  awarded  in  Fiscal  Year  1992, 
which  would  have  expired  in  Fiscal  Year  1994,  continuation  funds 
will  not  be  issued  in  Fiscal  Year  1994. 

Grant  funds  in  Fiscal  Year  1995  will  be  focused  on  the 
Service's  priority  goal  for  this  Program,  which  is  to  assist  as 
many  new  efforts  as  possible  to  promote  the  concept  of  labor- 
management  cooperation.  In  order  to  concentrate  on  this 
priority,  all  grant  funds  will  be  used  for  new  initiatives. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

STAFFING  REQUIREMENTS 

FISCAL  YEAR  1995 

The  budget  request  for  Fiscal  Year  1995  includes  a  total 
of  302*  full-time  equivalents. 

A  distribution  of  the  full-time  equivalent  employment  for 
Fiscal  Years  1993-1995  is  as  follows: 


National  Office  Staff 
Field  Staff 

Total  Full -Time 

Equivalent  Employment 


FY  1993    FY  1994     FY  1995 
Actual  Estimated  Estimated 


83 
231 


314 


81 
226 


307 


80 
222 


302* 


The  following  table  shows  a  distribution  of  full-time 
equivalent  employment  by  activity: 

FY  1993    FY  1994  FY  1995 

Actual  Estimated  Estimated 


Dispute  Mediation, 
Preventive  Mediation 
and  Public  Informaton/ 
Educational  Activities 

Arbitration  Services 

Management  and  Admin- 
istrative Support 

Labor-Management 

Cooperation  Program 

Alternative  Dispute 
Resolution  Program 

Total  Full-Time 

Equivalent  Employment 


243 
13 

55 


237 
13 

54 


232 
13 

52 


314 


307 


302* 


*ln  Fiscal  Year  1995,  two  full-time  equivalents  are  requested 
for  reimbursable  agreements  under  the  FMCS  Alternative  Dispute 
Resolution  Program. 
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Total  Obligations 


FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

JUSTIFICATION  FOR  FINANCIAL  REQUIREMENTS 

FISCAL  YEAR  1995 

Change 
FY  1993    FY  1994    FY  1995    1994-1995 
(in  thousands  of  dollars) 

+$494 


$29,929    $30,241    $30,735 


nTSTPTRUTIQM  RV  OBJECT"  rT.&ssTFICATION 


Personnel  Compensation: 

Full-time  Permanent 
Other  than  Full-time 

Permanent 
Other  Personnel 
Compensat  ion 
Total  Personnel 
Compensation 
Personnel  Benefits 
Benefits  for  Former 

Personnel 
Travel  and  Trans- 
portation of  Persons 
Transportation  of 

Things 
Rental  Payments  to  GSA 
Communications, 
Utilities,  and 
Other  Rents 
Printing  and  Repro- 
duction 
Other  Services 
Supplies  and  Materials 
Equipment 

Land  and  Structures 
Grants  Subsidies,  and 

Contributions 
Claims  and  Indemnities 

TOTAL  OBLIGATIONS 


VV    1993    FY  1994    FY  1995     Change 
iLtuai  Estimated  Estimated   ]  994-1995 
(in  thousands  of  dollars) 


$18,013 

117 

156 

$18,286 
3,798 

4 

1,471 

3,009 

884 


$18,189 

129 

152 

$18,470 
3,905 

5 

1,553 

16 
3,474 

1,044 


$18,538 

126 

84 

$18,748 
4,090 

5 

1,485 

1 
3,849 

1,063 


+$349 

3 

- 68 

+$278 
+  185 

-  68 

-  15 

+  375 

+   19 


56 
924 
273 
457 

67 
623 
180 
135 

67 
497 
135 

46 

-  126 

-  45 

-  89 

15 

- — 

749 
3 

769 

749 

-   20 

$29,929 

$30 

,241 

$30 

,735 

+$494 
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Personnel  Compensation — $18 . 748 . 000 


FY  1993 

FY  1994 

FY  1995 

Change 

Actual 

Estimate 

Estimate 

1994-1995 

( 

in  thousands  of  dollars) 

Full-time  Permanent 

$18,013 

$18,189 

$18,538 

+$  349 

Other  than  Full-time 

Permanent 

117 

129 

126 

3 

Other  Personnel 

Compensation 

156 

152 

84 

68 

TOTAL 


$18,286    $18,470    $18,748 


+$  278 


The  $18,748,000  requested  in  1995  for  Personnel  Compensation 
reflects  the  following:  (1)  $18,354,000  compensation  for  full-time 
permanent  employees;  (2)  $184,000  for  lump  sum  payments  for  annual 
leave  paid  to  employees  who  resign  or  retire  (3)  $111,000  for 
compensation  of  part-time  permanent  and  temporary  administrative/ 
clerical  employees;  (4)  $15,000  for  compensation  of  members  of 
Boards  and  Panels;  (5)  $75,000  for  incentive  and  performance 
awards;  and  (6)  $9,000  for  compensation  of  overtime. 

Personnel  Benefits — $4.090.000 


FY 

1993 

FY 

1994 

FY 

1995 

Change 

Actual 

Estimate 

Esitmate 

1994- 

1995 

( 

in  thousands  of 

dollars) 

Retirement,  CSRS 

$ 

874 

$ 

810 

$ 

811 

+$ 

1 

Re t  i  r ement ,  FERS 

681 

758 

819 

+ 

61 

FERS  Thrift 

220 

240 

279 

+ 

39 

Life  Insurance 

39 

40 

42 

+ 

2 

Health  Benefits 

738 

800 

840 

+ 

40 

FICA  Taxes 

332 

335 

337 

+ 

2 

Employee  Compensation 

Payments 

598 

614 

646 

+ 

32 

Cost-of -Living 

Allowance 

16 

16 

17 

+ 

1 

Medicare  Tax 

263 

254 

260 

+ 

6 

Subsidy  for  Commuting 

Costs 

11 

11 

11 

— 

LMCP  Benefits 

26 

26 

27 

+ 

1 

Boards  and  Panesls 

— 

1 

1 

-- 

TOTAL 


$  3,798    $  3,905    $  4,090 


+$  185 
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The  $4,090,000  requested  in  1995  for  Personnel  Benefits 
includes:  (1)  $811,000  for  payments  to  the  Civil  Services 
Retirement  System;  (2)  $819,000  for  payments  to  the  Federal 
Employees  Retirement  System;  (3)  $279,000  for  thrift  plan 
contributions  under  the  Federal  Employees  Retirement  System;  (4) 
$882,000  for  life  and  health  insurance  payments  for  employees  who 
elect  to  receive  such  coverage;  (5)  $337,000  for  FICA  payments;  (6) 
$646,000  for  compensation  payments  made  to  FMCS  employees  (or  their 
spouses)  involved  in  work-related  accidents  or  injuries;  (7) 
$17,000  for  the  cost-of-living  adjustment  for  the  mediator 
stationed  in  Hawaii;  (8)  $260,000  for  Medicare  payments;  (9)  $1,000 
for  benefits  paid  to  members  of  Boards  and  Panels;  (10)  $11,000 
subsidy  for  commuting  costs;  and  (11)  $27,000  for  benefits  paid  to 
employees  of  the  Labor  Management  Cooperation  Program. 

Benefits  for  Former  Personnel — $5.000 

FY  1993    FY  1994    FY  1995     Change 
Actual    Estimate  Estimate   1994-1995 
(in  thousands  of  dollars) 

Unemployment  Compen- 
sation Payments        $     4$     5$     5      $ 


The  $5,000  requested  is  for  Unemployment  Compensation  payments 
to  former  employees. 

Travel  and  Transportation  of  Persons — $1.485.000 

FY  1993    FY  1994    FY  1995     Change 
Actual    Estimate  Estimate  1994-1995 
(in  thousands  of  dollars) 

National  Office 

Assignments  $    96  $   140   $   105        -$35 
Field  Office 

Assignments  1,328  1,360     1,300        -  60 
Training,  Seminars, 

Workshops  and 

Conferences  14  —        60        +  60 
Official  Station 

Transfers  —  1        —        -  1 

New  Mediator  Travel  22  38        10        -  28 

Boards  and  Panels  4  2         2 

LMCP  7    12    8         = 4 

TOTAL  $  1,471    $  1,553    $  1,485         -$68 

The  $1,485,000  requested  for  Travel  and  Transportation  of 
Persons  includes:  (l)  $105,000  for  travel  performed  by  national 
office  staff;  (2)  $1,300,000  for  field  travel — primarily  for 
Dispute  Mediation  and  Preventive  Mediation  activities;  (3)  $60,000 
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for  travel  associated  with  training,  seminars,  workshops,  and 
conferences  (4)  $10,000  for  travel  involved  in  interviewing 
individuals  for  mediator  positions  and  travel  of  new  mediators 
during  their  orientation  period;  (5)  $2,000  for  travel  expenses  for 
Boards  and  Panels  members;  and  (6)  $8,000  for  travel  expenses  of 
the  Labor  Management  Cooperation  Program. 

Transportation  of  Things — $1.000 

FY  1993  FY  1994  FY  1995     Change 

Actual  Estimate  Estimate   1994-1995 
(in  thousands  of  dollars) 
Transportation  of 

Household  Goods        $    —  $    15  $    —     -$    15 
Miscellaneous  Trans- 
portation Costs        —  I  I         — 


TOTAL  $     —    $     16    $      1      -$15 


The  $1,000  reguested  for  FY  1995  for  Transportation  of  Things 
includes  miscellaneous  transportation  expenses. 

Rents.  Communications,  and  Utilities — $4.912.000 

FY  1993    FY  1994    FY  1995     Change 
Actual     Estimate   Estimate   1994-1995 

Communications 

FTS  System 

GSA  Service 

Commercial  Telephone 

Postage 

Telegrams  &  Miscellaneous 

Communications 
LMCP 


SUBTOTAL  COMMUNICATIONS 

Rentals 
Office  Space 
ADP  Eguipment 
Reproduction  &  Mis- 
cellaneous Eguipment 
Boards  and  Panels 
Conference  Room 
Passenger  Motor  Vehicle 

TOTAL  RENTALS 

TOTAL 


( 

in  thousands  of 

dollars) 

$    206 

$ 

315 

$ 

323 

+  $ 

8 

282 

294 

308 

+ 

14 

69 

81 

81 

— 

199 

205 

210 

+ 

5 

1 

2 

2 

— 

20 

5_ 

20 
917 

$ 

20 
944 

— 

$    777 

+  $ 

27 

$  3,009 

$ 

3 

,474 

$ 

3 

,849 

+  $ 

375 

28 

31 

28 

— 

3 

70 

85 

80 

- 

5 

— 

2 

2 

— 

4 

4 

4 

— 

5 

S_ 

3 

5 
,601 

$ 

3 

5 
,968 

— 

$  3.116 

+  $ 

367 

$  3,893 

$ 

4 

,518 

$ 

4 

,912 

+$ 

394 
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Communications — The  $944,000  requested  in  FY  1995  for 
Communications  and  Utilities  includes:  (1)  $712,000  for  FTS,  GSA, 
and  commercial  communications  charges;  (2)  $210,000  for  postage; 
(3)  $2,000  for  telegrams  and  miscellaneous  communications  used  in 
critical  negotiations;  and  (4)  $20,000  for  Labor  Management 
Cooperation  Program  expenses. 

Rentals — The  $3,968,000  requested  in  FY  1995  for  Rentals 
includes:  (l)  $3,849,000  for  office  space;  (2)  $28,000  for 
automated  data  processing  equipment,  (3)  $80,000  for  reproduction 
and  miscellaneous  equipment;  (4)  $5,000  for  motor  vehicle;  (5) 
$4,000  for  conference  rooms  used  during  certain  negotiations;  and 
(6)  $2,000  for  Boards  and  Panels  expenses. 

Printing  and  Reproduction — $67.000 

FY  1993    FY  1994    FY  1995     Change 
Actual     Estimate   Estimate   1994-1995 


(in  thousands  of  dollars) 

$ 

6   $     7   $     7 

— 

50         60         60 



Annual  Report 
FMCS  Forms  and  Other 
Printing 

TOTAL  $     56    $     67    $     67 

The  $67,000  requested  in  FY  1995  for  Printing  and  Reproduction 
includes  (1)  $7,000  for  printing  of  the  FMCS  Annual  report;  and  (2) 
$60,000  for  agency  forms  and  miscellaneous  printing. 
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Other  Servicess — $497.000 


FY  1993    FY  1994    FY  1995      Change 

Actual     Estimate   Estimate   1994-1995 

(in  thousands  of  dollars) 


Professional 

Development  and 
Training 

Maintenance  of  ADP 
Equipment 

Support  Services  for 
ADP  Development 

Office  Repairs, 
Alternations  and 
Maintenance 

0PM  Investigations 

Health  Care  Services 

Maintenance  of  Office 
Machines  and  Equip- 
ment 

Boards  and  Panels 

Official  Represen- 
tation Fund 

Guard  Services 

Other  Contractual 
Services 

Moving  Expenses 

Audio-Visual  Equipment, 
Maintenance  and 
Contractual  Services 

Consultanting  Services 

Computer  Assisted  Legal 
Research 

LMCP 


83 

$     52 

$     35 

-$ 

17 

83 

80 

75 

- 

5 

501 

203 

165 

- 

38 

33 

10 

10 

__ 

6 

23 

10 

- 

13 

24 

25 

25 

— — 

2.5 

43.5 

43.5 

.._ 

— 

10 

10 

— 

2.5 

2.5 

2.5 

— 

83 

86 

88 

+ 

2 

26 

15 

15 

— 

5 

10 

5 

- 

5 

23 


50 

8 
5 


50 


8 
5 


TOTAL 


924 


623 


497 


126 


The  $497,000  requested  for  FY  1995  for  Other  Services 
includes:  (1)  $35,000  for  professional  development  and  training; 
(2)  $240,000  for  regular  ADP  operations  and  for  operations  of  the 
Payroll/Personnel  system;  (3)  $10,000  for  office  repairs, 
alternations  and  maintenance;  (4)  $10,000  for  OPM  investigations  of 
new  employees;  (5)  $25,000  for  health  care  services-HHS  health  unit 
fees;  (6)  $43,500  for  maintenance  of  machines;  (7)  $10,000  for 
Boards  and  Panels  expenses;  (8)  $2,500  for  official  representation 
expenses;  (9)  $88,000  for  Guard  Services;  (10)  $5,000  for  moving 
expenses;  (11)  $15,000  for  other  contractual  services;  (12)  $5,000 
for  Labor  Management  Cooperation  Program  expenses;  and  (13)  $8,000 
for  computer  assisted  legal  research. 
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Supplies  and  Materials — $135.000 


Supplies  and  Materials 
ADP  Supplies 
Subscriptions 
Audio-Visual  Supplies 
LMCP 

TOTAL 


FY  1993    FY  1994    FY  1995     Change 
Actual    Estimate  Estimate   1994-1995 


( 

in  thousands  of 

dollars) 

$    194 

$ 

120 

$ 

80 

-$ 

40 

30 

40 

25 

- 

15 

38 

9 

20 

+ 

11 

7 

6 

6 

— 

4 

5 

4 

- 

1 

$    273 

$ 

180 

$ 

135 

-$ 

45 

The  $135,000  requested  in  FY  1995  for  Supplies  and  Materials 
includes:  (1)  $80,000  for  regular  supplies  and  materials;  (2) 
$25,000  for  ADP  supplies;  (3)  $20,000  for  subscriptions;  (4)  $6,000 
for  audio-visual  supplies;  and  (5)  $4,000  for  the  Labor  Management 
Cooperation  Program. 

Equipment — $46 . 000 


FY 

1993 

FY 

1994 

FY 

1995 

Change 

Actual 

Estimate 

Estimate 

1994- 

1995 

( 

in  thousands  of 

dollars) 

Furniture,  Fixtures 

and  Office  Equip- 

ment 

$ 

241 

$ 

42 

$ 

10 

-$ 

32 

ADP  Equipment 

181 

90 

35 

- 

55 

Audio-Visual  Equip- 

ment and  Training 

Films 

35 

3 

1 

- 

2 

TOTAL 

$ 

457 

$ 

135 

$ 

46 

-$ 

89 

The  $46,000  requested  in  FY  1995  for  Equipment  includes:  (1) 
$10,000  for  furniture,  fixtures,  and  office  equipment;  (2)  $35,000 
for  ADP  equipment;  and  (3)  $1,000  for  audio-visual  equipment. 

Land  and  Structures — $0 


Leasehold  Improvements 


FY  1993    FY  1994    FY  1995     Change 
Actual    Estimate  Estimate   1994-1995 
(in  thousands  of  dollars) 


15 
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Grants.  Subsidies,  and  Contributions — S749.000 

FY  1993    FY  1994    FY  1995     Change 
Actual    Estimate  Estimate   1994-1995 
(in  thousands  of  dollars) 

Grants,  Subsidies, 

and  Contributions      $   749   $   769   $   749      -$  20 


The  $749,000  requested  in  FY  1995  is  for  grants  to  support  the 
establishment  and  operation  of  plant,  area,  and  industry  labor- 
management  committees. 


Claims  and  Indemnities — So 


FY  1993    FY  1994    FY  1995     Change 
Actual     Estimate   Estimate   1994-1995 
(in  thousands  of  dollars) 


Claims  and  Indemnities   $ 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

CAMEO  CASES 

Following  are  examples  of  Federal  Mediation  and  Conciliation 
Service's  efforts  to  reduce  conflict  between  labor-management 
parties.  These  examples  cover  the  Service's  work  under  the  Dispute 
Mediation  and  Preventive  Mediation  areas. 

Examples  of  FMCS  efforts,  which  have  occurred  since  the 
Service's  FY  1993  budget  submission,  are  described  below: 


CHARLESTON  NAVAL  SHIPYARD 

More  than  fifteen  years  of  hostility  have  characterized  the 
relationship  between  the  Charleston  Naval  Shipyard  and  its  fourteen 
unions  represented  by  the  Federal  Employees  Metal  Trades  Council  of 
Charleston.  However,  early  in  1992  Shipyard  management  and  ten  of 
the  union  locals  agreed  to  participate  in  three  days  of  FMCS- 
conducted  Relationships-By-Objective  (RBO)  training. 

The  workshops  were  held  off-site  in  Columbia,  S.C.,  with  42 
labor  and  management  leaders  in  attendance.  As  a  follow-up  to  the 
RBO,  FMCS  assisted  the  parties  in  the  establishment  of  a  labor- 
management  committee  and,  in  March  1993,  provided  Committee 
Effectiveness  Training  for  the  committee's  members.  Two  among  the 
several  remarkable  results  evident  before  the  government's 
announced  decision  to  close  the  Shipyard  are:  grievances  per  month 
are  down  by  80%  and  filed  unfair  labor  practices  are  down  by  38%. 

In  recognition  of  their  spirit  of  cooperation.  Shipyard  labor 
and  management  were  recipients  of  the  Institute  of  Industrial 
Engineers'  1992  Productivity  Excellence  Award  and  a  1993  FMCS 
Director's  Award. 


HAWAIIAN  EDDCATION  PROJECT 

For  the  past  several  years  the  State  of  Hawaii  has  been 
exploring  the  concept  of  School -Community  Based  Management  (SCBM) 
for  its  238  elementary  and  secondary  public  schools.  In  late  1991, 
wishing  to  establish  several  SCBM  pilot  programs  in  individual 
schools  and  recognizing  that  cooperation  was  paramount  in  their 
endeavors,  representatives  of  the  State's  Department  of  Education, 
Board  of  Education,  State  Teachers'  Association  (NEA) ,  and  American 
Federation  State  County  and  Municiple  Employees  (AFSCME)  Local  152 
(representing  school  administrative  personnel) ,  contacted  FMCS  to 
design  and  conduct  appropriate  cooperative  training  programs. 
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The  training,  which  took  place  over  an  eight-month  period  in 
1992,  consisted  of  a  Partners-in-Change  workshop,  a  day  of 
consensus  techniques  training,  two  days  of  Committee  Effectiveness 
Training,  and  three  sessions  of  joint  Win-Win  Bargaining.  Results 
to  date  include  a  State-wide  labor-management  committee  with 
documented  goals  and  standards  which  will  continue  the  development 
and  implementation  of  SCBM  and  a  cadre  of  local  trainers  ready  and 
able  to  train  others  in  the  committee's  expanding  work.  Meanwhile, 
FMCS  continues  to  work  with  all  parties  toward  the  ultimate  goal  of 
a  State-wide  SCBM. 


STROEHAMN  BAKERIES 

Seeking  to  reduce  labor-management  conflict  and  to  develop  a 
constructive  relationship  in  the  workplace,  the  Stroehamn  Bakeries 
plant  in  Horsham,  Pennsylvania,  and  Bakery,  Confectionery,  and 
Tobacco  Workers  Union  Local  6  agreed  in  1992  to  a  long-term  FMCS- 
conducted  Relationships-By-Objective  (RBO)  program  commencing  last 
October.  The  initial  three-day  training  and  development  session 
produced  for  the  parties  a  long-range  cooperative  plan  for  use  at 
all  the  company's  sites,  and,  since  then  objectives  and  action 
steps  have  been  developed  at  each  facility.  Training  thus  far  has 
stressed  steward-supervisor  relationships  and  labor-management 
committee  effectiveness. 

The  Stroehamn  RBO  is  a  current,  ongoing  effort.  FMCS  is 
presently  planning  a  second-year  follow-up  program,  and  it  is 
working  with  the  parties  to  develop  their  cooperative  objectives 
for  1994  and  beyond. 


AIR  TRAFFIC  CONTROLLERS 

The  National  Air  Traffic  Controllers  Association  (NATCA)  is 
the  successor  to  the  now-defunct  Professional  Air  Traffic 
Controllers  Organization  (PATCO)  in  representing  the  nation's 
14,500  air  traffic  control  employees.  In  the  decade  since  the  ill- 
fated  PATCO  strike,  the  steadily  increasing  reiteration  by  NATCA  of 
charges  against  Federal  Aviation  Administration  (FAA)  management, 
similar  to  those  made  formerly  by  PATCO,  combined  with  counter- 
charges by  FAA  and  the  ensuing  publicity,  created  a  volatile 
atmosphere  in  which  to  conduct  1992 's  contract  talks  between  the 
parties.  During  the  course  of  negotiations  FMCS  conducted  60  joint 
sessions  with  NATCA  and  the  FAA  in  various  cities  throughout  the 
country  —  Washington,  Baltimore,  Philadelphia,  Miami,  and  Kansas 
City.  The  sessions  addressed  46  open  contract  articles  and  several 
hundred  contested  issues.  The  Philadelphia  sessions  had  to  be 
suspended  by  FMCS  when  it  became  evident  that  little,  if  anything, 
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was  being  accomplished.  However,  a  successful  conclusion  was 
finally  realized  in  May  1993,  after  two  weeks  of  meetings  in 
Williamsburg,  Virginia.  The  parties  signed  a  new  four-year  accord 
in  mid  summer. 


DEPARTMENT  OF  DEFENSE 

In  early  1991  the  Department  of  Defense  created  the  Defense 
Finance  and  Accounting  Service  (DFAS)  which  combined  six  major 
accounting  and  finance  service  centers  which  were  separate  entities 
within  the  Army,  Navy,  Air  Force,  and  the  Defense  Logistics  Agency. 
The  approximately  12,000  employees  of  those  six  centers  had 
formerly  been  represented  by  five  individual  American  Federation  of 
Government  Employees  (AFGE)  locals  in  Ohio,  Colorado,  Indiana, 
Missouri  and  Washington,  D.C.  After  the  merger,  they  remained  so. 

In  May  1992,  while  attending  FMCS's  sixth  National  Labor- 
Management  Conference  in  Washington,  DFAS  management  learned  of 
FMCS's  Preventive  Mediation  program  and  thereafter  discussed  with 
the  five  AFGE  locals  the  possibility  of  using  the  Win-Win  process 
in  upcoming  negotiations.  After  a  FMCS-conducted  process 
orientation  session  in  August,  all  parties  decided  to  try  for  a 
master  multi-unit  agreement,  and  in  December  underwent  a  two-day 
Win-Win  training  program  in  Washington.  Covered  topics  included 
listening  technigues,  group  dynamics,  and  consensus  building. 

Post-training  FMCS-monitored  exercises  included  the 
establishment  of  ground  rules  for  the  upcoming  contract  talks. 
Even  with  the  training,  the  subsequent  negotiations,  which  were 
overseen  by  FMCS,  took  longer  than  the  sides  had  anticipated  during 
the  workshop.  However,  the  final  result,  reached  after  six  weeks 
of  intense  effort  by  all,  is  a  multi-unit  agreement  which  frees 
DFAS  and  AFGE  from  five  separate  sets  of  negotiations,  and  commits 
both  parties  to  continuing  attitudes  of  partnership,  cooperation 
and  workplace  improvements. 


BEVERLY  ENTERPRISES 

At  the  other  end  of  1992' s  management  spectrum  was  Beverly 
Enterprises,  which,  although  holding  24  different  contracts  at  18 
western  Pennsylvania  nursing  home  facilities,  chose  to  discuss  each 
site  separately  with  its  union,  the  Service  Employees  International 
Union  (SEIU)  1199.  The  result  was  a  unique  set  of  FMCS-monitored 
negotiations,  some  short,  some  long,  some  adversarial,  some 
confusing  because  the  1800-member  local  brought  representatives 
from  each  Beverly  facility  to  the  talks  whether  or  not  bargaining 
was  occurring  for  their  particular  site.  Significant  agreements  by 
the  parties  were  eventually  reached  on  health  care,  wages,  and 
working  conditions.  However,  both  sides  insisted  that  FMCS 
maintain  its  oversight  even  through  the  actual  writing  of  the 
contracts. 
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BOSTON  GA8/8TEELWORKER8 

Following  several  months  of  difficult  contract  negotiations 
between  Boston  Gas  and  the  1300  members  of  United  Steelworkers  of 
America  Locals  12003  and  12007,  and  the  union's  subsequent 
rejection  of  the  company's  final  offers,  management  implemented 
lockouts  of  the  two  locals  in  early  1993.  The  main  area  of 
contention  during  the  talks  had  been  employee  co-payments  of 
medical  premiums. 

Despite  the  media  publicity  engendered  by  the  lockouts  and 
further  aggravated  by  the  company's  firing  of  some  employees  for 
alleged  picket-line  misconduct,  the  strike  was  in  its  fourth  month 
before  the  parties  agreed  to  FMCS  intervention.  FMCS,  when  it 
entered  the  dispute,  was  confronted  both  with  the  firings,  which 
had  to  be  resolved  before  the  original  issues  could  be  addressed, 
and  with  the  health  care  issues,  which  had  been  critical  for 
several  years  but  deferred  during  prior  negotiations.  In  a  three- 
day  non-stop  session,  the  assigned  mediator  managed  to  find  grounds 
first  for  agreement  to  restore  the  discharged  employees  to  their 
jobs  and  second  for  a  combined  labor-management  initiative  on 
health  care  cost  containment.  The  dispute  was  settled  on  May  20, 
1993.   It  had  lasted  116  days. 


FOOD  INDOSTRY 

Health  care  was  also  a  major  point  of  contention  in  a  strike 
and  subsequent  lockout  in  which  FMCS  found  itself  involved,  this 
one  caused  by  failed  contract  negotiations  between  Supermarket 
General,  a  company  comprised  of  six  food  store  chains  serving 
adjoining  areas  of  Pennsylvania,  New  York,  and  New  Jersey,  and 
United  Food  &  Commercial  Workers  Local  1262.  At  issue  were 
elimination  of  retiree  health  benefits,  employee  assumption  of 
health  care  costs,  and  physician  choice.  Other  issues  were  a  wage 
freeze  and  new  wage  scales. 

During  March  contract  negotiations  which  were  subsequently 
extended  into  late  April  1993,  the  company  stated  that,  should  the 
talks  fail  and  the  union  choose  to  selectively  strike  any  of  the 
six  chains  or  any  single  store  within  the  chains,  a  lockout  would 
ensue  against  all  local  members  employed  by  all  six  chains.  Thus, 
when,  on  May  7,  the  local  began  striking  selected  high-profile, 
high-traffic  stores  of  the  Shop-Rite  chain,  a  pattern  of  strikes 
and  lockouts  began  to  unfold  which  ultimately  effected  248  stores 
and  22,000  workers  and  caused  estimated  losses  in  the  tens  of 
millions  of  dollars  to  the  four  major  chains  affected  by  the 
strike. 
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FMCS  had  been  called  into  the  situation  during  April's 
extension  period,  but  was  unsuccessful  in  preventing  the  strike. 
However,  as  the  Memorial  Day  weekend  approached,  both  parties  began 
to  see  competitor-chains,  such  as  A&P,  as  beneficiaries  of  the 
situation  at  Supermarket  General.  Thus,  representatives  of  the 
union  and  the  industry,  meeting  with  their  members  and  with  FMCS 
mediators  at  the  Service's  area  office  finally  found  a  basis  for 
agreement  in  the  early  hours  of  Saturday,  May  29,  1993. 

A  second  and  perhaps  a  third  major  food  industry  strike  was 
averted  due  to  FMCS's  round-the-clock  search  for  the  common  ground 
of  agreement. 

***** 

The  "front  range"  of  Colorado  is  home  to  three  major 
supermarket  chains:  Safeway,  Albertson's,  and  King  Soopers 
(Kroger).  Their  16,000  employees  are  represented  by  United  Food 
and  Commercial  Workers  (UFCW)  Local  7,  but  no  multi-employer 
agreement  exists. 

During  1993  talks,  Albertson's  reached  an  agreement  with  the 
union  quickly  and  without  friction.  Safeway  and  King  Soopers 
sought  the  same,  attempting  with  the  union  to  negotiate  a  new 
contract  even  before  the  old  one  expired  on  May  8th.  Initial  talks 
proved  unsuccessful,  however,  with  the  union  rejecting  a  King 
Soopers  offer  and  the  Safeway  negotiations  breaking  off  before  an 
offer  was  ever  made. 

Following  their  rejection  of  management's  offer,  King  Soopers' 
employees  scheduled  a  strike  to  begin  at  midnight  on  May  8th. 
FMCS,  seeking  to  avert  the  stoppage,  scheduled  a  meeting  of  the 
parties  for  the  afternoon  preceding  the  deadline.  At  that  point 
the  bargaining  process  began  to  suffer  because  of  growing  media 
attention.  The  halls  outside  the  meeting  rooms  were  filled  with 
representatives  of  the  news  media  who  were  interviewing  the  200+ 
bargaining  committee  members.  "Bargaining  in  the  press"  by  both 
sides  grew  rampant.  FMCS  then  requested  that  the  committee  submit 
to  a  "news  blackout"  with  any  and  all  statements  for  publication  to 
be  released  through  the  mediator.   Both  parties  agreed. 

The  media  situation  settled  and  bargaining  through  mediation 
resumed  in  earnest.  At  the  close  of  another  marathon  session  of 
talks,  only  one  item,  subcontracting,  was  left  unresolved. 
Management  made  another  offer.  The  union  again  rejected  it, 
although  by  a  much  narrower  margin  than  in  previous  votes.  FMCS 
then  invited  the  president  of  both  King  Soopers  and  the  union  to 
meet  alone  with  the  mediator  in  an  attempt  to  find  a  mutually 
agreeable  solution  to  the  remaining  differences.  When  that  meeting 
proved  productive,  FMCS  invited  both  presidents  to  another  private 
meeting  the  following  day,  with  each  to  bring  with  him  his  second- 
in-command.  And  that  meeting  resulted  in  the  conceptualization  of 
an  agreement,  formalized  on  May  22nd,  which  the  union  would 
recommend  to  its  members. 
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Meanwhile,  FMCS  attention  also  remained  focused  on  the  Safeway 
situation.  As  soon  as  the  initial  talks  broke  off,  the  mediator 
scheduled  meetings  aimed  at  resumption  of  the  negotiations.  At 
those  meetings  both  parties  agreed  to  mediation  of  the  issues,  and 
by  the  end  of  the  second  meeting  they  were  again  bargaining.  A 
third  meeting,  beginning  on  May  3rd  and  lasting  36  hours,  ended 
with  agreement  on  several  points  of  contention;  but  both  management 
and  labor  refused  to  budge  on  the  most  critical  issues.  Following 
that  meeting  FMCS  devoted  several  days  to  mediation  with  the 
parties  separately.  That  effort  brought  softening  on  some  of  the 
unresolved  points,  but  still  no  full  agreement.  Once  the  tentative 
King  Soopers  agreement  was  reached,  both  Safeway  management  and  the 
union  felt  they  too  could  find  common  ground  and  yet  another  round 
of  negotiations  were  scheduled.  However,  no  one  had  counted  on 
pre-packaged  meat  as  being  a  stumbling  block,  and  when  it  became 
one,  the  round  ended  abruptly.  FMCS  then  turned  to  mediation 
sessions  where  both  sides  were  kept  separate  and  the  mediator 
served  as  go-between.  After  two  such  meetings,  the  parties  reached 
an  accord. 

HEALTH  CARE  INDUSTRY 

Health  care  issues,  while  a  source  of  contention  between 
management  and  labor  in  every  industry,  often  cause  problems  in 
health  care  industry  bargaining.  A  199  3  nurses'  strike  at 
St.  Joseph  Medical  Center  in  Joliet,  Illinois,  became  the  longest 
in  the  state's  hospital  history  before  it  was  settled  in  March 
1993.  Elements  leading  to  the  strike  consisted  of  a  close  union 
representation  election  in  late  1991,  a  newly  created  bargaining 
unit  seeking  an  initial  contract,  and,  after  almost  a  year  of 
negotiations,  65  issues  yet  to  be  resolved.  Both  parties  had 
requested  FMCS  assistance  when  negotiations  began  to  prove 
difficult,  and  four  mediators  convened  a  total  20  mediation 
sessions  which  took  place  both  before  and  during  the  strike. 

Even  with  an  eventual  settlement  and  the  resultant  three-year 
contract,  labor-management  animosity  continues  at  the  hospital. 
Thus,  FMCS  is  presently  in  the  process  of  offering  follow-up 
Preventive  Mediation  to  help  the  parties  develop  a  cooperative 
working  relationship. 

Two  1992/93  instances  of  health  industry  contract  negotiations 
wherein  FMCS  techniques  proved  their  worth  occurred  in  Ashtabula, 
Ohio,  and  Minnesota's  Twin  Cities  area. 

At  the  Ashtabula  County  Medical  Center,  management  and  nurses 
realized  their  second  successful  contract  negotiation  utilizing 
FMCS's  "Win-Win"  concept.  A  new  three-year  agreement  stressing 
seniority  rights  and  containing  an  annual  4%  across-the-board  wage 
increase  for  all  nurses  was  reached  after  24  FMCS-assisted 
bargaining  sessions.  For  their  1992  efforts,  the  Center  and  its 
nurses  were  recipients  in  January  1993  of  an  FMCS  Director's  Award. 
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FMCS  has  been  associated  with  the  hospitals  in  the 
Minneapolis/St.  Paul  metropolitan  area  since  1982  when  the 
Minnesota  Nurses  Association  (MNA) ,  exercising  its  newly  won  right 
to  strike,  threatened  to  do  so  over  the  issue  of  mandatory  days 
off.  A  FMCS  national  office  representative  and  a  local  mediator 
helped  the  parties  reach  settlement  before  the  deadline.  Two  years 
later,  FMCS  mediators  were  again  instrumental  in  achieving  eventual 
agreement  between  the  hospitals  and  the  nurses,  thereby  ending  a 
six-week  strike,  the  longest  of  registered  nurses  in  U.S.  history. 

In  the  mid-1980s,  FMCS,  under  its  labor-management  grants 
program,  helped  to  sow  the  seeds  of  non-traditional  labor  relations 
in  the  Twin  Cities  with  competitively-won  start-up  funds  for  one 
hospital's  experimental  labor-management  committee.  In  1990,  with 
closures,  mergers,  and  acquisitions  having  more  than  halved  the 
number  of  area  hospitals,  FMCS,  again  under  its  grants  program, 
awarded  more  funds,  this  time  to  the  Metropolitan  Hospitals  Labor- 
Management  Council,  an  organization  formed  by  those  hospitals  and 
their  employees  that  survived  the  closures  or  were  a  result  of  the 
mergers  and  acquisitions.  The  purpose  of  the  Council,  which  is 
unique  in  the  nation's  hospital  industry,  was  and  is  to  spread 
throughout  the  area's  hospitals  cooperative  labor-management 
concepts:  i.e.,  open  forums  to  discuss  issues  of  current  and 
future  concern,  the  development  of  process  skills  in  order  to 
facilitate  discussions  and  produce  recommendations  to  accomplish 
mutual  goals.  The  purpose  of  the  grant  was  to  provide  the  Council 
with  a  full-time  director,  and  when  the  grant  ended  in  1992  the 
Council  chose  to  pick  up  the  director's  salary.  FMCS  mediators, 
meanwhile,  trained  Council  members  in  problem-solving  techniques, 
group  dynamics,  and  team-building  skills.  They  assisted  member 
hospitals  in  setting  up  labor-management  committees.  They 
conducted  Preventive  Mediation  exercises  in  all  member  facilities 
and  in  hospitals  outside  the  Twin  Cities  area. 

It  is  not  surprising  that  the  hospitals'  1992  contract 
negotiations  with  the  MNA  were  conducted  in  a  reasonable 
atmosphere.  The  parties  agreed  beforehand  that  they  would  conclude 
negotiations  prior  to  the  current  contract's  expiration.  FMCS  was 
an  early  party  to  the  negotiations  and  conducted  seven  joint 
sessions,  the  final  one  lasting  33  hours.  When  issues  arose  that 
were  potential  sticking  points,  FMCS  recommended  and  oversaw  the 
formation  of  subcommittees  made  up  of  individuals  possessing 
practical  experience  with  the  particular  problem. 
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One  specification  written  into  the  resultant  contract  concerns 
nursing  care  delivery  systems,  a  labor-management  issue  with  which 
health  care  providers  throughout  the  country  are  grappling.  The 
Metropolitan  Hospitals'  language  calls  for  the  establishment  of 
committees  to  review,  discuss,  and  analyze  potential  changes  in 
order  to  reach  mutual  decisions  regarding  care,  assistance,  and 
responsibility.  FMCS  mediators  are  assisting  the  parties  with 
committee  structure  and  administration,  with  training,  and  with 
facilitation. 

Five  of  the  seven  metropolitan  hospitals  have  now  developed 
such  committees. 
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ALTERNATIVE  DISPUTE  RESOLUTION  ACTIVITY 

FMCS's  involvement  in  Alternative  Dispute  Resolution 
(ADR)  activity  dates  back  to  the  early  1970 's  when  the  agency 
was  asked  to  mediate  a  land  dispute  between  the  Navajo  and 
Hopi  Indian  tribes.  In  the  early  1980' s,  FMCS  facilitated 
the  first  regulatory  negotiations  held  by  the  Federal  Aviation 
Administration.  Regulatory  negotiation  activity  increased 
throughout  the  decade,  with  FMCS  involved  in  negotiations  held 
by  the  Departments  of  Transportation,  Agriculture  and  others. 
FMCS  also  became  involved  in  providing  mediation  for  Home 
Owner  Warranty  disputes  and  in  training  volunteer  mediators 
for  the  Farm  Credit  Administration.  Since  the  mid-1980s, 
FMCS's  work  in  the  ADR  area  has  steadily  expanded  to  include 
mediation  in  the  areas  of  contracts,  regulatory  issues, 
EEO/workplace  grievances,  and  environmental  issues. 

More  recently  there  has  been  an  increasing  demand  for  our 
training  and  educational  services  throughout  the  Federal 
government.  Federal  agency  field  offices  across  the  country 
sought  help  from  FMCS  in  a  wide  range  of  ADR  activities.  In 
response,  FMCS  has  developed  the  following  ADR  related 
services: 

Consultation  —  initial  assessment  of  a  client  agency's 
needs. 

Systems  Design  —  analysis  of  existing  mechanisms  and 
design  of  appropriate  methods  and  strategies  for  implementing 
ADR. 

Education/Training/Mentoring  —  programs  for  educating 
the  general  user  of  ADR  services,  training  in  mediation  skills 
for  potential  mediators,  and  actual  mentoring  of  mediator 
trainees  through  active  cases. 

Mediation/Facilitation  and  Convening  Services  —  FMCS  is 
available  on  contract  to  agencies  to  provide  mediation, 
facilitation  and  convening  services  for  all  types  of  disputes, 
depending  on  FMCS  resource  availability. 

Evaluation  and  Follow-up  —  Assessment  of  ADR  programs 
and  continuing  involvement  to  improve  ADR  initiatives. 
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Examples  of  Federal  agencies  which  FMCS  has  had  major  ADR 
activity  include: 

Department  of  Health  and  Human  Services  (HHS) 

FMCS  has  been  under  and  exclusive  contract  with  HHS  to 
mediate  age  discrimination  cases  since  1980.  During  that 
period,  FMCS  mediated  on  average  60-80  cases  per  year.  In 
FY  1991  that  average  nearly  doubled  to  over  135  cases.  Age 
Discrimination  case  activity  continues  at  a  significantly 
higher  rate  than  any  period  prior  to  1991. 

Department  of  Education 

The  Service  has  been  under  contract  to  provide  mediation 
services  for  the  recovery  of  grant  funds  in  disputes  with 
state  school  systems.  Since  FY  1991,  thirty  (30)  such  cases, 
involving  millions  of  dollars,  have  been  mediated. 

Administrative  Conference  of  the  United  States  (ACUS) 

In  conjunction  with  (ACUS)  ,  FMCS  is  taking  an  active  role 
in  working  with  four  Interagency  Working  Groups  on  imple- 
menting ADR  throughout  the  Federal  government.  FMCS  has  taken 
the  lead  in  developing  a  model  training  program  for 
collateral-duty  mediators,  which  will  be  open  to  Federal 
employees. 

Another  joint  venture  with  ACUS  includes  the  production 
of  a  primer  video  on  ADR.  This  short,  ten  minute  film  is 
designed  to  acquaint  the  viewer  with  the  benefits  of  ADR  and 
will  be  available  for  use  in  all  Federal  agencies. 

Internal  Revenue  Service  (IRS) 

The  IRS  has  made  a  broad  commitment  to  use  ADR  as  a 
standard  means  of  conducting  agency  business.  As  part  of  that 
long  term  strategy,  FMCS  worked  closely  with  the  office  of 
International  Appeals  to  train  their  managerial  staff  in 
conflict  resolution  and  mediation  skills. 

Environmental  Protection  Agency  (EPA) 

In  order  to  handle  the  increased  demand  for  our  services 
in  convening  and  mediating  public  policy  and  regulatory 
negotiations  processes,  FMCS  contracted  with  the  EPA  and  a 
company  named  Resolve,  Inc.  to  provide  a  comprehensive  skills 
enhancement  an  familiarization  workshop.  In  FY  1992-93,  FMCS 
convened  an  mediated  such  disputes  for  the  Farm  Credit 
Administration  and  the  States  of  Tennessee  and  New  York. 


-78- 


376 


Other  agencies  that  have  contracted  for  ADR  services: 

Resolution  Trust  corporation 

Equal  Employment  Opportunity  Commission 

Federal  Bureau  of  investigation 

Food  and  Drug  Administration 

Tennessee  valley  Authority 

Department  of  Labor 

Department  of  Housing  and  Urban  Development 

Agencies  that  requested  ADR  consultations: 

National  Security  Agency 

Pension  Benefit  Guaranty  Corporation 

General  services  Administration 

Defense  Mapping  Agency 

Naval  Warfare  School 

Securities  Exchange  Commission 

Department  of  Justice 

Federal  Trade  commission 
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INTERNATIONAL  AFFAIRS 

International  labor  and  management  leaders,  academics  and 
government  officials  continue  to  visit  the  Federal  Mediation  and 
Conciliation  Service  (FMCS) ,  in  increasing  numbers.  This  is  an 
indicator  of  the  growing  interest  among  other  countries  in  American 
labor  practices. 

Many  of  these  countries  are  experiencing  the  effects  of  various 
influences  on  their  labor  relations  environment.  These  are  often 
similar  to  affecting  American  industrial  relations. 

Some  international  leaders  are  from  countries  in  what  has  been 
called  "the  third  wave  of  democratization."  These  often  have  no 
system  for  dealing  judiciously  with  industrial  relations  issues. 
Visiting  leaders  are  often  interested  in  the  architecture  of  the 
American  system  with  its  foundation  of  democratic  principles. 

Others,  experiencing  the  environments  of  increasing  global 
competition,  changes  in  their  economy,  introduction  of  advanced 
technologies  and  changing  expectations  in  the  workplace,  visit  FMCS 
to  learn  how  American  practitioners  are  coping  with  these  new 
conditions  as  they  affect  our  industrial  relations  practices  and 
procedures . 

Still  other  visitors  come  to  learn  about  the  role  of  American 
mediators  in  dealing  with  difficulties  in  negotiations  as  well  as 
their  work  in  improving  labor-management  relationships. 

FMCS  INTERNATIONAL  SERVICES 

FMCS  has  traditionally  assisted  visiting  foreign  labor  and 
management  leaders  with  information  and  consultation.  Since  FMCS 
is  a  domestic  governmental  agency,  these  services,  as  well  as 
technical  assistance,  are  usually  provided  under  the  auspices  of 
such  U.S.  agencies  and  organizations  as  the  United  States 
Information  Agency  (USIA) ,  the  Bureau  of  International  Labor 
Affairs  (ILAB)  of  the  U.S.  Department  of  Labor  (DOL) ,  the  U.S. 
Agency  for  International  Development  (USAID) ,  the  various  overseas 
Institutes  of  the  AFL-CIO,  as  well  as  other  organizations  and 
foreign  embassies. 

FMCS  INTERNATIONAL  TRAINING  PROGRAMS  AND  BRIEFING  IN  THE  U.S. 

In  Fiscal  Year  1993,  FMCS  provided  a  variety  of  international 
briefings  and  training  programs  at  its  national  office  in 
Washington  D.C.  and  at  its  district  and  field  offices.  The  334 
foreign  participants  in  these  programs  represented  56  countries. 
Examples  of  these  programs,  designed  specifically  to  meet  the  needs 
of  the  participants,  include: 
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RUSSIA:  Programs  were  arranged  for  two  separate  visits  of 
delegations  of  the  Russian  Supreme  Soviet.  As  members  of  their 
Commission  on  Social  Policy,  these  legislators  are  responsible  for 
the  development  of  an  industrial  relations  and  labor  dispute 
systems  in  their  country.  The  FMCS  programs  included  Congres- 
sional briefings,  meetings  with  officials  of  federal  labor 
relations  agencies,  as  well  as  the  AFL-CIO,  and  exchanges  with  FMCS 
officials.  These  visits  follow  a  series  of  mediator  training 
programs  conducted  by  FMCS  in  Russia  and  the  United  States  under 
USIA  auspices  over  the  last  several  years. 

TAIWAN:  Under  coordination  of  the  American  Institute  of  Taiwan, 
the  Taiwan  Government  sponsored  a  training  program  for  their 
government  labor  officials  in  the  United  States.  As  part  of  that 
activity,  two  groups  of  Taiwan  labor  officials  were  given  training 
in  American  industrial  relations  and  labor  dispute  resolution 
procedures  at  FMCS.  This  program  is  part  of  an  effort  by  Taiwan  to 
deal  with  their  industrialization  and  their  need  for  improved 
labor-management  relations  processes. 

LATIN  AMERICA:  In  cooperation  with  the  AFL-CIO' s  George  Meany 
Center  for  Labor  Studies  and  the  American  Institute  for  Free  Labor 
Development  (AIFLD) ,  the  Latin  American  arm  of  the  AFL-CIO' s 
international  activities,  FMCS  provided  briefings  on  American 
industrial  relations  and  labor  dispute  resolutions  to  seven  tri- 
partite groups  from  Central  and  Latin  America,  as  well  as  the 
Caribbean.  While  these  are  frequently  multinational  programs, 
representatives  from  Bolivia,  Chile  and  Argentina  had  single 
programs. 

One  program  involved  labor  and  management  practitioners  from  Mexico 
on  a  USIA  industrial  relations  study  tour.  Discussions  with  this 
group  focused  on  the  industrial  relations  implications  of  current 
North  American  Free  Trade  Agreement  (NAFTA)  discussions. 

KOREA:  Requested  by  the  Korean  Embassy,  FMCS  provided  extensive 
briefings  to  several  Korean  government,  labor  and  management 
officials  on  current  and  developing  industrial  relations  processes 
and  practices,  as  well  as  dispute  resolution  procedures.  These 
discussions  with  the  FMCS  Director  were  videotaped  for  a  Korean 
telecast  on  industrial  relations  later  this  year.  Korean  interest 
in  American  practices  was  stimulated  by  a  series  of  multi-city 
workshops  in  Korea  by  a  U.S.  mediator  on  U.S.  industrial  relations, 
mediation  and  arbitration  last  year. 

MIDDLE  EAST:  Officials  from  Algeria,  Egypt,  Jordan,  Lebanon, 
Morocco,  Sudan,  Syria  and  Yemen,  interested  in  dispute  resolution 
and  peace-making,  visited  FMCS  for  discussions  of  American 
practices  and  the  American  cultural  environment  for  peace-making. 
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EASTERN  EUROPE:  Several  FMCS  programs  for  groups  of  Eastern 
European  practitioners  and  government  representatives  with 
interests  in  Dispute  and  Preventive  Mediation,  as  well  as 
arbitration  within  the  American  industrial  relations  system,  were 
provided  in  the  national  office. 

Three  of  these  tri-partite  groups,  representing  several  eastern 
European  nations,  were  sponsored  by  ILAB. 

Two  other  groups  were  from  Poland.  One  group  of  Solidarity  union 
officials,  was  under  AFL-CIO  and  USIA  auspices.  The  other,  a  tri- 
partite study  group,  came  to  learn  about  advanced  labor 
negotiations  (i.e.  interest-based  negotiations).  The  latter 
program  was  a  continuation  of  recent  ILAB  training  for  auto 
industry  participants  in  Poland. 

MULTI-NATIONAL:  In  cooperation  with  the  division  on  International 
Technical  Cooperation  of  the  Bureau  of  Labor  Statistics  (DOL) ,  FMCS 
provided  both  training  and  on-site  experience  in  industrial 
relations  and  labor  mediation  to  a  multi-national  group  studying 
the  use  of  statistics  for  collective  bargaining.  In  addition  to 
negotiation  skills  training,  the  group  met  with  union  and 
management  representatives  who  had  recently  used  FMCS  mediators  to 
correct  a  seriously  deteriorated  relationship.  Presentations  on 
their  original  relations,  recent  negotiations,  and  subsequent 
restructuring  of  their  labor-management  relationships  were  provided 
by  both  the  company  and  union  representatives  and  the  local  labor 
mediators . 

INDIVIDUAL  BRIEFINGS 

In  addition  to  programs  for  large  groups,  the  Service  also  met  with 
forty  individual  practitioners  and  provided  briefings  and 
information  on  U.S.  labor-management  relations  and  various  forms  of 
dispute  resolution  experience. 

SPECIAL  PROGRAMS 

This  year,  FMCS  hosted  two  foreign  labor  ministers  and  their 
associates  from  Australia  and  Romania. 

The  Australian  visit  provided  for  extensive  discussion  on 
developments  and  practices  in  both  countries.  While  conditions  are 
different,  there  are  remarkable  similarities  in  approaches. 

The  visit  of  the  Romanian  Labor  Minister  was  an  opportunity  to 
explore  the  matrix  needed  for  their  industrial  relations  system, 
FMCS's  experience  in  Eastern  Europe,  and  its  possible  applicability 
to  the  emerging  industrial  relations  needs  in  Romania. 
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U.S.  STATE  DEPARTMENT  LABOR  ATTACHE  TRAINING 

As  in  recent  years,  FMCS  assisted  in  training  American  foreign 
service  officers  newly  assigned  as  labor  attaches.  This  training 
provided  the  labor  attaches  with  an  understanding  of  industrial 
relations  and  mediation  processes  in  this  country.  This  exposure  to 
the  U.S.  experience  will  also  serve  as  a  basis  for  analyzing 
industrial  relations  systems  and  issues  in  their  countries  of 
assignment. 

LATIN  AMERICAN  SYMPOSIUM  ON  EMERGING  FRAMEWORK  FOR  LABOR-MANAGEMENT 
COOPERATION 

FMCS  participated  in  a  hemispheric  conference  of  labor,  management, 
and  governmental  representatives  from  Latin  America,  the  Caribbean, 
Canada,  and  the  United  States  in  the  Dominican  Republic  on 
cooperative  approaches  to  industrial  relations  in  the  region. 
Sponsored  by  ILAB  and  USAID,  the  program  included  FMCS 
presentations,  as  well  as  talks  by  mediators  who  have  provided 
technical  assistance  programs  in  Latin  America. 

FMCS  OVERSEAS  ACTIVITIES 

As  in  previous  years,  FMCS  responded  to  requests  from  a  variety  of 
U.S.  agencies  such  as  USIA,  DOL,  USAID,  and  others  for  technical 
assistance  overseas.  The  following  are  some  examples  of  these 
programs : 

MEXICO:  Stemming  from  the  FMCS  Director's  visit  to  Mexico 
City  last  year,  FMCS  participated  in  a  comparative  labor  law 
conference  in  Mexico.  Presentations  made  by  Mexican  and 
American  participants  focused  on  specific  aspects  of  the  laws 
of  the  two  nations.  The  practices  of  labor  dispute  resolution 
in  the  two  countries  were  specifically  discussed. 

POLAND:  Working  in  close  association  with  the  Polish  Ministry 
of  Labor  and  the  U.S.  Department  of  Labor,  FMCS  developed  a 
working  plan  for  mediator  training  in  Poland  to  be  provided  in 
late  1993  and  1994.  The  purpose  of  this  program  is  the 
development  of  a  dispute  resolution  capability  at  a  time  of 
increasing  labor-management  difficulties,  as  well  as  the 
development  of  a  cadre  of  mediators  needed  for  an  industrial 
relations  system  in  that  country. 

EL  SALVADOR:  At  the  invitation  of  La  Fundacion  Obrero- 
Empresarial  de  El  Salvador  (FOES) ,  a  USAID-sponsored  activity, 
FMCS  participated  in  developing  recommedations  for  labor 
dispute  resolution  in  that  country.  During  two  country 
visits,  that  plan  was  developed  after  extensive 
meetings  with  labor,  management,  and  governmental 
representatives.  Those  recommendations  are  currently  under 
consideration  by  FOES  and  USAID/E1  Salvador. 
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INTERNATIONAL  LABOR  ORGANIZATION  (ILO) 

Again  this  year,  an  FMCS  manager  was  delegate  to  an  ILO  tri- 
partite meeting  in  Geneva  to  consider  recommendations 
concerning  collective  bargaining  standards  in  the  paper  and 
pulp  industry.  The  FMCS  delegate  had  extensive  mediation 
experience  in  that  industry. 

That  FMCS  experience  was  enhanced  by  the  Service  hosting  of  an 
ILO  staff  member  who  was  researching  the  U.S.  paper  and  pulp 
industry  for  background  paper  for  use  at  the  meeting  in 
Geneva . 

TRINIDAD  &  TOBAGO,  BARBADOS:  Under  the  sponsorship  of  the 
U.S.  Information  Agency  and  working  closely  with  the  U.S. 
regional  labor  attache,  an  FMCS  mediator  met  with  regional 
leaders  and  provided  information  on  new  labor-management 
processes  in  use  in  the  U.S.  Recent  reports  indicate  a  high 
level  of  interest  in  these  approaches  and  their  introduction 
into  the  Caribbean  area. 

It  is  anticipated  that  a  more  in-depth  program  may  be 
conducted  in  the  region  as  a  result  of  the  DOL  program  in  the 
Dominican  Republic,  cited  above. 

EUROPEAN  COMMUNITY:  Due  to  a  change  in  leadership  in  the  area 
of  Labor  and  Social  Policy  of  the  European  Commission, 
planning  for  a  joint  conference  in  cooperation  with  FMCS  on 
labor  dispute  resolution  was  temporarily  postponed.  Current 
planning  now  provides  for  a  meeting  of  delegates  of  member 
nations  of  the  European  Community  to  meet  with  U.S.  represen- 
tatives, including  a  representative  of  FMCS,  in  the  Fall  of 
1993  for  preliminary  assessment  of  dispute  resolution  needs 
and  planning  for  a  larger  meeting  in  the  United  States  at  a 
later  date. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
Advisory  and  Assistance  Services 


In  Fiscal  Year  1994,  Federal  Mediation  and  Conciliation 
Service  (FMCS)  expects  to  expend  a  total  of  $50,000  under  the 
small  purchase  guidelines  of  the  Federal  Acquisition 
Regulations  for  Advisory  and  Assistance  Services  from  three 
separate  sources. 

In  Fiscal  Year  1995,  the  FMCS  does  not  expect  to  expend 
funds  on  Advisory  and  Assistance  Services. 
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Wednesday,  March  16,  1994. 

NATIONAL  MEDIATION  BOARD 

WITNESSES 

ERNEST  W.  DuBESTER,  CHAIRMAN,  NATIONAL  MEDIATION  BOARD 

WILLIAM  A-  GILL,  JR,  EXECUTD7E  DIRECTOR 

MARY  C.  MAIONE-PRICCI,  ADMINISTRATIVE  OFFICER 

Mr.  Serrano  [presiding].  Next  we  have  the  National  Mediation 
Board  Chairman,  Mr.  Ernest  DuBester. 

As  our  Chairman  would  say,  come  on  around  and  please  join  us. 
Be  kind  enough  to  introduce  your  guests  with  you. 

INTRODUCTION  OF  WITNESSES 

Mr.  DuBester.  I  would  be  happy  to.  To  my  left  is  Bill  Gill,  our 
Executive  Director,  and  to  my  right  is  Mary  C.  Pricci,  our  Adminis- 
trative Officer. 

I  want  to  thank  you,  Mr.  Chairman,  for  the  opportunity  to  ap- 
pear before  the  subcommittee  and  present  the  National  Mediation 
Board's  appropriation  request  for  fiscal  year  1995.  As  you  know,  we 
have  submitted  a  lengthy  statement  and  I  respectfully  ask  that  it 
be  made  part  of  the  record. 

Mr.  Serrano.  Without  objection,  it  will  be  included  in  the  record. 

Opening  Statement 

Mr.  DuBester.  In  the  interest  of  time,  I  will  just  present  a  sum- 
mary statement. 

To  summarize  our  submitted  statement,  the  National  Mediation 
Board  is  requesting  an  appropriation  of  $8,155,000  for  fiscal  year 
1995,  which  is  $502,000  less  than  that  available  for  fiscal  year 
1994. 

As  submitted,  the  budget  justification  identifies  the  board's  basic 
functions  under  the  Railway  Labor  Act  and  the  amounts  requested 
for  each.  And  I  will  just  go  over  each  one  briefly,  if  I  could. 

For  the  mediation  of  collective  bargaining  disputes  in  the  rail- 
road and  airline  industries,  and  for  the  resolution  of  representation 
disputes  involving  the  selection  of  employee  collective  bargaining 
representatives  in  both  those  industries,  we  are  asking  $5,417,000. 

For  administrative  and  financial  support  of  Presidential  emer- 
gency boards,  we  are  requesting  $400,000. 

And  for  administrative  and  financial  support  of  voluntary  arbi- 
tration services  and  the  adjustment  of  employee  grievances  in  the 
railroad  industry,  we  are  requesting  the  amount  of  $2,338,000. 

So  our  total  budget  request  again  for  fiscal  year  1995  is 
$8,155,000. 

(383) 
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This  completes  a  brief  summary  of  our  submitted  statement,  and 
I  would  be  happy  to  answer  any  questions  that  you  might  have  at 
this  time. 

[The  prepared  statement  and  biography  of  Ernest  Dubester  fol- 
low:] 
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STATEMENT  OF  ERNEST  W.  DUBESTER 

CHAIRMAN 

NATIONAL  MEDIATION  BOARD 

BEFORE  THE 

SUBCOMMITTEE  OF  THE  COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 


MR.  CHAIRMAN,  MEMBERS  OF  THE  SUBCOMMITTEE.  Thank  you 
for  the  opportunity  to  appear  before  your  Subcommittee 
today  regarding  the  National  Mediation  Board's  Fiscal  Year 
1995  budget  request.  As  you  know,  the  Board  was  created 
under  the  Railway  Labor  Act  (RLA) ,  which  governs  labor- 
management  relations  in  the  railroad  and  airline 
industries. 

The  general  purposes  of  the  RLA  are  the  avoidance  in 
these  industries  of  interruptions  to  interstate  commerce, 
the  protection  of  employee  rights  of  self -organization  and 
association,  the  prompt  and  orderly  settlement  of  disputes 
arising  out  of  the  negotiation  of  new  contracts,  and  the 
prompt  and  orderly  resolution  of  disputes  in  connection 
with  the  interpretation  or  application  of  existing 
agreements . 

Since  the  Board  appeared  before  you  a  year  ago,  the 
agency  has  implemented  numerous  additional  changes  in 
internal  operations  to  more  effectively  carry  out  our 
functions.  In  general,  the  changes  include  a  further 
expansion  of  our  office  automation  programs  to  improve 
operations  at  both  our  headquarters  and  field  mediator 
locations.  Most  improvements  have  been  derived  from 
substantial  increases  in  the  computerization  of  various 
activities. 

Among  other  things,  a  new  mediation  case  tracking 
system  was  designed  and  installed.  The  NMB  also  now  has 
in  use  an  automated  balloting  system  for  employee 
representation  cases.  Aided  by  a  cross-service  contract 
with  the  Treasury  Department's  Financial  Management 
Service,  we  also  are  now  utilizing  a  computerized  system 
for  accounting  procedures,  including  those  associated  with 
procurement.  During  the  past  year,  we  further  added  an 
integrated  arbitration  case  tracking  system  and 
computerized  our  file  labeling.  The  file  labeling 
improvements  include  a  computerized  tracking  system. 

By  November  1992,  the  Board  consolidated  most  of  its 
administrative  support  staff  for  Section  3  matters  into 
its  Washington,  DC  office.  Previously  all  support  for  the 
three  tribunals,  Public  Law  Boards  (PLBs) ,  Special  Boards 
of  Adjustment  (SBAs)  and  the  National  Railroad  Adjustment 
Board  (NRAB) ,  were  located  in  a  Chicago  field  office. 
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Some  administrative  support   for  the  NRAB  will 

continue   in  Chicago.    This  arrangement  follows  an 

extensive  evaluation  of  all  viable  options,  as  well  as 
deliberations  with  all  interested  parties. 

Last  year,  to  assist  in  this  endeavor,  a 
labor/ management  committee  was  established  to  evaluate  the 
important  dispute  resolution  functions  of  the  NRAB. 
During  the  more  recent  portions  of  the  review  process, 
representatives  of  the  labor/management  committee  met,  at 
the  NMB's  request,  in  October,  November  and  finally,  on 
January  10,  1994. 

Through  these  discussions,  the  parties  agreed  to 
various  efficiencies  and  administrative  changes  in  the 
procedures  used  to  handle  NRAB  cases,  and  made  a  renewed 
commitment  to  explore  ways  to  reduce  the  number  and 
backlog  of  grievances.  Consequently,  the  NMB  determined 
that,  in  the  interests  of  maintaining  constructive 
relationships,  advancing  the  important  dispute  resolution 
functions  of  the  NRAB  and  maximizing  the  strategic  use  of 
government  resources,  it  was  most  prudent  to  maintain  some 
support  services  for  the  NRAB  in  Chicago.  The  support 
will  be  accomplished  by  two  government  staff  members  and 
approximately  two  thousand  square  feet  of  office  space 
which  will  accommodate  both  arbitration  hearings  and 
administrative  support.  The  provision  of  two  staff 
members  will  not  require  any  increase  in  full-time 
employees  and  is  within  both  our  current  and  our  requested 
FY  1995  employee  ceiling  (FTEs) .  This,  and  other 
information,  will  be  included  in  a  separate  report  to  the 
Subcommittee  by  the  Board  which  will  outline  the  methods 
to  decrease  the  timeframe  for  processing  grievance  cases 
by  the  three  tribunals. 

Before  listing  specific  dollar  amounts  sought  in  our 
FY  1995  budget  request  for  our  various  functions,  a  few 
words  about  the  Board's  duties  under  the  Railway  Labor  Act 
may  be  helpful. 

The  National  Mediation  Board  was  established  in  1934 
by  amendment  to  the  RLA,  which  at  that  time  governed  only 
labor-management  relations  in  the  railroad  industry.  An 
initial  and  major  expansion  of  the  Board's  mission  and 
responsibilities  occurred  just  two  years  later,  in  1936, 
when  the  airline  industry  was  placed  under  the  Act  [P.L. 
69-257,  May  20  1926;  P.L.  73-442,  June  21,  1934;  P.L.  69- 
257,  ch.  347,  §201,  as  added  April  10,  1936,  ch.  166,  49 
Stat.  1189]. 

Responsibilities  were  expanded  further  with  passage 
of  the  Rail  Passenger  Service  Act  of  1970,  which 
established  the  National  Railroad  Passenger  Corporation, 
better  known  as  Amtrak,  the  Regional  Rail  Reorganization 
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Act  of  1973,  which  established  the  Consolidated  Rail 
Corporation,  or  Conrail,  the  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1976,  and  the  Northeast  Rail 
Service  Act  of  1981  (NERSA) . 

Under  the  Railway  Labor  Act,  the  Board  provides 
mediatory,  representation  and  arbitration  services  to  the 
railroads  and  airlines  and  all  of  their  unions. 
Furthermore,  under  the  Revitalization  and  Regulatory 
Reform  Act  of  1976,  the  Board  provides  operations  review 
panels.  The  Board  also  administers  NERSA' s  amendments  to 
the  RLA  which  established  special  procedures  for  handling 
publicly-funded  and  -operated  commuter  railroads. 

Although  the  Board  is  assigned  numerous 
responsibilities  by  the  various  statutes,  its  two 
principal  —  and  best  known  —  functions  involve  the 
determination  of  the  choice  of  employee  collective 
bargaining  representatives  and  the  mediation  of  collective 
bargaining  disputes  in  the  rail  and  air  transport 
industries. 

Lesser  known,  but  equally  important  from  a  statutory 
and  a  budgetary  standpoint,  are  the  Board's  administrative 
responsibilities  for  certain  aspects  of  the  creation  and 
fiscal  management  of  the  three  previously  mentioned 
arbitration  tribunals  that  hear  and  decide  "minor" 
disputes  in  the  railroad  industry.  These  minor  disputes 
involve  employee  grievances  and  questions  concerning  the 
application  and  interpretation  of  work  rules  in  existing 
agreements . 

The  Board  also  provides  funds  and  administrative 
assistance  for  matters  related  to  voluntary  arbitration  of 
collective  bargaining  disputes  and  the  investigation  of 
issues  involved  in  disputes  that  are  assigned  to 
Presidential-appointed  emergency  boards. 

For  expenses  necessary  to  carry  out  the  provisions  of 
the  Railway  Labor  Act,  as  amended,  the  Board  is  requesting 
for  Fiscal  Year  1995  a  total  of  $8,155,000,  which  is 
$502,000,  or  nearly  6  percent,  less  than  Congress 
appropriated  for  FY  1994.  The  budget  justification,  as 
submitted,  details  our  basic  functions  and  the  amounts 
requested  for  each.  With  your  indulgence,  I  would  like  to 
go  over  each  one  briefly. 

Mediatory  and  Representation  Services.  For  mediatory 
and  representation  services  for  Fiscal  Year  1995,  we  are 
requesting  $5,417,000,  an  increase  of  $156,000,  or  2.97 
percent.  Funds  for  these  services  go  to  the  resolution  of 
disputes  involving  the  selection  by  employees  of  their 
bargaining  representative,  the  mediation  of  disputes 
relating  to  the  making  and  amending  of  collective 
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bargaining  agreements,  and  the  administration  of  a  number 
of  duties  consistent  with  statutory  authority  under  the 
Act  and  related  statutes  governing  railroad  and  airline 
labor  dispute  procedures. 

Under  the  Board's  employee  representation 
responsibility,  if  a  question  arises  among  the  employees 
of  a  railroad  or  airline  as  to  whether  they  desire  to  be 
represented  by  a  particular  labor  organization  or 
individual  for  the  purpose  of  collective  bargaining  and 
related  functions,  it  is  the  duty  of  the  Board  to 
investigate  the  dispute  and  to  make  a  determination.  If 
an  election  is  ordered,  the  Board's  responsibilities, 
among  others,  are  to  designate  the  eligible  voters,  to 
establish  the  rules  to  govern  the  balloting,  to  conduct 
the  election,  and  to  certify  the  results.  The  number  of 
representation  cases  received  and  resolved  over  the  past 
10  years,  from  FY  1984  through  FY  1993,  has  remained  at  a 
relatively  constant  level.  New  cases  received  averaged 
78.2  yearly  during  this  period  and  those  resolved  78.8. 

The  Board's  mediation  function  involves  contract 
formation  cases  affecting  rates  of  pay,  rules  or  working 
conditions.  These  are  termed  "major"  disputes  under  the 
RLA.  Collective  bargaining  is  premised  on  the  parties* 
ability  to  resolve  their  differences  on  their  own.  But  if 
they  cannot,  the  RLA  mandates  Federal  Government 
participation  in  mediation  of  unresolved  disputes  and 
requires  the  parties  to  avoid  work  stoppages  and  any 
changes  in  terms  and  conditions  of  their  previous 
agreement  until  either  a  new  agreement  is  reached  or  the 
Board  determines  that  further  mediation  would  not  produce 
an  agreement. 

While  very  busy  and  successful  periods  for  the  Board, 
Fiscal  Year  1993  and  the  early  months  of  FY  1994  reflected 
a  return  to  more  normal  levels  of  mediation  activity 
following  the  conclusion  of  the  last  round  of  national 
bargaining  in  the  railroad  industry.  The  number  of  new 
mediation  cases  received  in  FY  1993  totaled  65,  compared 
to  58  a  year  earlier.  Cases  resolved  totaled  107, 
significantly  lower  than  the  206  in  FY  1992,  which 
excludes  61  cases  that  were  administratively  closed  that 
year.  The  last  round  of  national  bargaining  in  the 
railroad  industry  was  mostly  concluded  in  FY  1992  and  the 
early  months  of  FY  1993.  Cases  are  administratively 
closed  when  it  is  determined  that  neither  party  desires  to 
have  the  case  remain  open. 

Fiscal  Year  1995  could  be  one  of  the  busiest  in 
several  years.  A  new  round  of  collective  bargaining 
between  the  nation's  largest  railroads  and  the  major 
railroad  labor  organizations  will  start  at  that  time. 
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Also,  a  significant  number  of  contracts  will  be  open  in 
the  airline  industry. 

Some  major  railroads  and  their  unions  have  indicated 
that  they  may  abandon  the  longstanding  practice  of 
national  bargaining.  Abandonment  of  the  national 
bargaining  process  in  favor  of  carrier-by-carrier 
negotiations,  as  is  the  case  in  the  airline  industry, 
could  result  in  the  filing  of  more  than  1,000  individual 
railroad  mediation  cases  in  FY  1995.  There  are  no  certain 
projections  that  we  can  make  at  this  time  concerning  the 
continuation  or  abandonment  of  national  bargaining  in  the 
railroad  industry.  Regardless  of  the  eventual  strategies 
pursued  by  the  railroads  and  their  unions,  it  seems 
certain  that  the  first  six  months  of  FY  1995  will  see  a 
substantial  number  of  requests  from  the  parties  for  the 
Board's  mediatory  services. 

In  the  airline  industry,  there  are  69  contract 
negotiations  scheduled  for  fiscal  years  1994  and  1995. 
Most  are  expected  to  require  the  Board's  mediation 
services.  About  18  percent  of  the  total  involve  airline 
pilot  groups  and  another  18  percent  mechanics  and  related 
employees.  Flight  attendant  groups  account  for  about  13 
percent  of  the  total  and  the  remainder  involve  a  variety 
of  other  groups  of  employees. 

Voluntary  Arbitration.  A  total  of  $175,000  is 
requested  for  voluntary  arbitration  for  FY  1995,  the  same 
amount  available  in  FY  1994.  When  mediatory  efforts  are 
unsuccessful,  the  Board  declares  an  impasse  in  the 
negotiations  and  the  parties  are  urged  to  accept  final  and 
binding  interest  arbitration  to  resolve  unsettled  issues. 
This  formally  is  referred  to  as  issuance  by  the  Board  of 
a  "proffer"  of  arbitration.  Acceptance  of  the  proffer  is 
voluntary  under  the  Act  and  either  party  may  reject  it. 
Carriers  and  labor  organizations  also  occasionally  sign 
agreements  providing  for  binding  arbitration  of  unresolved 
issues  in  major  disputes  in  advance  of  contract 
negotiations.  Generally,  voluntary  arbitration  involves 
establishment  of  a  three-person  board,  one  representative 
of  the  carrier,  one  of  the  labor  organization,  and  a  third 
neutral  member.  Compensation  of  the  neutral  member  is 
fixed  and  paid  by  the  National  Mediation  Board. 

The  Board  is  requesting  $175,000  in  FY  1995  for 
voluntary  arbitration,  the  same  amount  that  was  available 
for  FY  1994.  Any  funds  not  needed  for  this  purpose  will 
lapse  at  the  end  of  the  year. 

Emergency  Boards .  If  an  impasse  in  negotiations  is 
declared  and  a  proffer  of  binding  arbitration  is  rejected 
by  either  party,  the  Board  orders  a  30-day  "cooling-off" 
period,  after  which  the  parties  are  free  to  engage  in 
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self-help.  During  this  period,  however,  the  Board 
continues  to  offer  its  assistance  to  the  parties  in 
efforts  to  reach  an  agreement.  As  required  by  the  Act,  if 
an  agreement  is  not  reached  during  the  cooling-off  period, 
and  if,  in  the  Board's  judgement,  the  dispute  threatens 
"substantially  to  interrupt  interstate  commerce  to  a 
degree  such  as  to  deprive  any  section  of  the  country  of 
essential  transportation  service,"  the  Board  notifies  the 
President,  who  may,  in  his  discretion,  create  an  emergency 
board  pursuant  to  Section  160  of  the  Act. 

If  an  emergency  board  is  created,  an  additional 
status  quo  period  of  60  days  is  put  into  effect.  The  role 
of  the  emergency  board  is  to  investigate  the  dispute  and 
to  report  its  findings  to  the  President  within  30  days. 
The  second  30  days  is  used  to  study  the  report  and  to 
continue  efforts  to  negotiate  an  agreement.  While  the 
parties  are  not  required  to  accept  the  recommendations  of 
an  emergency  board,  the  framers  of  the  RLA  expected  that 
public  opinion  would  play  a  strong  role  in  persuading 
labor  and  management  to  accept  the  recommendations  or  to 
use  them  as  a  basis  for  settlement. 

As  previously  noted,  a  separate  emergency  dispute 
resolution  procedure  was  added  to  the  RLA  for  publicly- 
owned  and  -operated  commuter  railroads  by  provisions  of 
NERSA.  This  legislation  added  Section  159A  to  the  RLA, 
under  which  the  President  is  required  to  establish  an 
emergency  board  upon  the  request  of  any  party  to  the 
dispute,  or  of  the  Governor  of  the  state  where  the  dispute 
exists,  if  the  dispute  is  not  resolved  through  the 
mediation  and  interest  arbitration  procedures  of  the  RLA 
described  above.  Exclusive  of  such  requests,  the 
President  has  discretion  to  establish  "159A  emergency 
boards."  If  the  emergency  board  fails  to  produce  an 
agreement,  public  hearings  are  conducted  by  the  National 
Mediation  Board  with  the  aim  of  bringing  about  a 
settlement  and,  if  the  dispute  continues  beyond  this  step, 
the  appointment  of  a  second  emergency  board  is  authorized 
under  Section  159A  before  the  parties  are  free  to  engage 
in  self-help.  This  total  process  can  require  270  days 
from  the  date  the  National  Mediation  Board  first  releases 
the  parties  from  mediation  to  the  commencement  of  the 
self-help  period. 

For  Fiscal  Year  1995,  the  Mediation  Board  is 
requesting  $400,000  for  emergency  boards,  unchanged  from 
the  amount  provided  for  FY  1994.  As  in  the  case  of  the 
voluntary  arbitration  process,  any  funds  not  needed  for 
this  purpose  will  lapse  at  the  end  of  the  year. 

Adjustment  of  Railroad  Grievances.  Funds  for  this 
function  are  for  expenses  associated  with  the  activities 
of  the  previously  mentioned  tribunals  —  SBAs,  PLBs  and 
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the  NRAB  —  which  handle  railroad  employee  grievances  and 
questions  concerning  the  application  and  interpretation  of 
work  rules.   The  NRAB  was  created  by  Congress  in  1934. 

The  Mediation  Board  certifies  the  appointments  of 
neutral  arbitrators  who  hear  cases  before  the  NRAB  and  its 
four  divisions,  as  well  as  arbitrators  who  chair  SBAs  and 
arbitrators  who  sit  on  PLBs.  The  Mediation  Board  is 
responsible  for  overseeing  funds,  appropriated  by  Congress 
that  are  expended  in  support  of  NRAB  activities,  such  as 
salaries  and  expenses  of  arbitrators.  Arbitrators  for  all 
three  tribunals  are  compensated  by  appropriated  funds. 
The  Mediation  Board  has  no  control  over  the  number  of 
grievance  cases  submitted  to  the  three  tribunals  for 
arbitration.  The  Board,  however,  has  adopted  rules  and 
regulations  defining  responsibilities  and  prescribing 
related  procedures  for  the  establishment  of  SBAs,  the 
designation  of  PLBs,  the  filing  of  agreements  and  the 
disposition  of  records. 

The  SBA  process  had  its  inception  in  the  late  1940s. 
This  type  of  tribunal  currently  handles  about  25  percent 
of  all  grievances  filed  annually  by  railroad  employees. 
In  1966,  in  an  effort  to  reduce  the  caseloads  of  the  four 
NRAB  divisions,  Congress  passed  an  amendment  to  the  RLA 
allowing  the  creation  of  PLBs,  which  currently  handle 
about  60  percent  of  all  railroad  employee  grievance  cases. 
In  general,  the  amendment  authorized  the  establishment  of 
PLBs  locally  on  individual  railroads  upon  the  written 
request  of  either  a  representative  of  the  employees  or  the 
railroad  to  resolve  disputes  otherwise  referable  to  the 
NRAB,  or  disputes  pending  before  the  NRAB  for  12  months. 

During  FY  1993,  the  three  tribunals  settled  a 
combined  total  of  5,431  grievance  cases,  compared  with 
6,951  a  year  earlier.  In  FY  1994,  aided  by  $651,000  in 
additional  funds  provided  by  Congress  to  reduce  the 
backlog  of  grievance  cases,  it  is  anticipated  that  PLBs 
and  SBAs  together  will  settle  5,700  cases  and  the  NRAB 
anticipates  it  will  settle  1,100  for  a  total  of  6,800. 

For  adjustment  of  railroad  grievances  in  FY  1995  by 
the  three  tribunals,  the  Mediation  Board  is  requesting 
$2,163,000  versus  $2,821,000,  which  includes  the  one  time 
increase  of  $651,000,  that  is  available  for  FY  1994.  Of 
the  $2,163,000  requested  for  FY  1995,  $1,760,000,  or  more 
than  81  percent  of  the  total,  is  for  arbitrators'  salaries 
and  travel  expenses. 

It  is  projected  that  PLBs  and  SBAs  together  will 
settle  4,700  cases  in  FY  1995  and  the  NRAB  anticipates  it 
will  close  843,  for  a  combined  total  of  5,543. 
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In  the  airline  industry,  employee  grievances  are 
settled  on  each  carrier's  property  by  system  boards  of 
adjustment,  the  cost  of  which  is  paid  by  the  airlines  and 
their  unions. 

This  completes  my  statement.  If  you  have  any 
questions,  we  will  be  happy  to  answer  them. 
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Ernest  W.  DuBester  became  Chairman  of  the  National  Mediation 
Board  on  December  1,  1993.  Nominated  by  President  Clinton  on 
September  24,  1993  and  confirmed  by  the  Senate  on  November  8,  1993, 
he  assumed  his  duties  as  a  Member  of  the  Board  on  November  15, 
1993.   He  currently  is  serving  a  term  ending  July  1,  1995. 

The  Board  is  an  independent  Federal  agency  established  by  the 
Railway  Labor  Act  (RLA) ,  which  governs  labor-management  relations 
in  the  railroad  and  airline  industries.  Under  the  Act,  the  Board 
is  assigned  a  number  of  responsibilities  but  its  two  principal 
functions  involve  the  mediation  of  collective  bargaining  disputes 
and  the  determination  of  the  choice  of  employee  representatives. 

Before  joining  the  Board,  Mr.  DuBester' s  experience  included 
involvement  with  all  facets  of  the  Railway  Labor  Act,  including  the 
NMB,  Federal  courts,  arbitration  and  Congressional  intervention, 
often  involving  Presidential  Emergency  Boards.  After  the  1992 
Presidential  election,  his  professional  experience  was  complemented 
by  several  weeks  of  work  for  the  Transportation  Cluster  Group  of 
the  Transition  Office  of  President  Clinton  and  Vice  President  Gore. 

From  April  1984  until  joining  the  Board,  Mr.  DuBester  served 
as  Legislative  Counsel  for  the  AFL-CIO.  In  that  capacity,  his 
responsibilities  included  airline  and  railroad  issues,  particularly 
involving  labor  relations  matters.  He  was  involved  in  most  of  the 
airline  and  railroad  disputes  that  came  before  Congress  in  recent 
years . 

Before  his  tenure  at  the  AFL-CIO,  Mr.  DuBester  spent  four 
years  as  a  lawyer  in  private  practice  with  the  Washington,  DC  law 
firm  of  Highsaw  &  Mahoney,  where  he  specialized  in  matters  arising 
under  the  Railway  Labor  Act.  While  in  private  practice,  he  also 
was  involved  in  several  airline  and  railroad  bankruptcy 
proceedings . 

From  1975  to  1981,  Mr.  DuBester  served  as  a  counsel  to  the 
National  Labor  Relations  Board,  for  most  of  that  period  as  counsel 
to  Chairman  John  Fanning.  The  NLRB  administers  the  National  Labor 
Relations  Act,  which  essentially  governs  labor -management  relations 
in  all  industries  other  than  the  airliite«»-and  railroads. 

(More) 
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A  native  of  Passaic,  N.J.,  Mr.  DuBester  is  a  1972  honors 
graduate  of  Boston  College.  He  received  his  law  degree  in  1975 
from  Catholic  University  where  he  was  recent  developments  editor  of 
The  Law  Review.  In  1980,  he  received  his  Masters  of  Law  in  Labor 
Law  from  Georgetown  University  Law  School  in  Washington,  DC.  He  is 
a  member  of  the  Bar  in  the  District  of  Columbia,  New  Jersey  and 
Florida. 

He  is  married  to  Karen  Kremer,  of  Birmingham,  Alabama,  and 
currently  resides  in  the  District  of  Columbia. 
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ADMINISTRATIVE  SUPPORT  FOR  ADJUSTMENT  BOARD 

Mr.  Serrano.  Well,  we  thank  you  for  an  extremely  brief  over- 
view of  your  statement.  And  the  statement,  as  I  said,  will  be  placed 
in  the  record. 

The  Committee  understands  that  the  board  plans  to  keep  two 
FTEs  and  2,000  square  feet  of  space  in  the  Chicago  office  to  pro- 
vide administrative  support  for  the  National  Railroad  Adjustment 
Board.  What  functions  will  these  staff  perform  and  how  will  this 
new  arrangement  compare  to  the  previous  services  offered  by  the 
Chicago  office? 

Mr.  DuBester.  Let  me,  if  I  could,  just  briefly  set  the  issue  in 
context.  As  we  reported  to  you  in  the  past  year,  we  have  been  un- 
dergoing a  process  of  consolidating  our  administrative  operations 
for  the  support  of  services  relative  to  our  responsibilities  under 
Section  3  of  our  statute  generally.  And  Section  3  deals  with  em- 
ployee grievances  and  deals  with  the  whole  question  of  what  are 
under  our  law  termed  minor  disputes. 

Those  Section  3  responsibilities  in  the  railroad  industry  involve 
three  different  tribunals.  They  involve  Public  Law  Boards,  they  in- 
volve System  Boards  of  Adjustment,  and  they  involve  the  National 
Railroad  Adjustment  Board. 

We  have  gone  ahead  and  to  the  greatest  extent  completed  the  ad- 
ministrative consolidation  of  the  offices  in  Chicago  that  had  existed 
previously.  Whereas  in  the  last  year  or  two  we  had  had  11  people 
remaining  in  Chicago  to  staff  those  offices,  we  are  currently  down 
to  five  people. 

So  the  two  people  that  we  are  planning  on  leaving  in  Chicago, 
Mr.  Chairman,  would  only  take  that  number  back  up  to  seven, 
which  is  still  a  reduction,  in  other  words,  from  where  we  were  a 
year  ago,  from  11  to  7. 

Also,  the  administrative  consolidation  that  we  have  already  effec- 
tuated, as  I  say,  will  take  place  relative  to  our  responsibilities  for 
Public  Law  Boards  and  System  Boards  of  Adjustment.  What  we 
have  done  here  is  we  have  decided  to  keep  two  people  to  perform 
the  administrative  support  necessary,  if  you  will,  solely  for  the  ad- 
justment board,  which  under  our  statute  is  a  unique  tribunal  rel- 
ative to  our  responsibilities. 

In  fact,  if  you  look  at  our  law,  the  number  of  pages  in  our  statute 
that  it  takes  to  delineate  the  organization,  structure,  and  respon- 
sibilities of  the  adjustment  board  itself  are  even  longer  than  those 
that  involve  the  National  Mediation  Board.  So  it  is  a  unique  fea- 
ture. 

But  two  things  about  it.  Even  with  the  two  people  in  Chicago, 
that  will  still  constitute,  as  I  said,  a  reduction  of  personnel  by  four 
individuals  relative  to  where  we  were  for  our  overall  Section  3  ac- 
tivities. And  number  two,  and  significantly,  it  is  still  well  within 
and  below  our  current  ceiling  for  full-time  equivalents,  FTEs. 

RAILROAD  GRIEVANCES  BACKLOG 

Mr.  Serrano.  Okay.  Last  year  Congress  provided  $651,000  to  de- 
crease the  number  of  pending  minor  railroad  grievance  cases.  Can 
you  tell  the  committee  how  this  money  is  being  spent  and  by  how 
much  the  number  of  pending  cases  will  decrease  in  1994? 
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Mr.  DuBESTER.  Yes.  That  was,  in  our  judgment,  a  very  helpful 
supplemental  appropriation  at  the  time.  One  of  the  practical  con- 
sequences of  that  was  that  it  enabled  us  to  extend  the  number  of 
days  that  our  neutrals,  our  arbitrators,  if  you  will,  are  currently  al- 
lotted to  work  during  a  current  month.  Without  that  appropriation, 
we  had  been  limiting  our  arbitrators  to  12  working  days  per 
month,  and  because  of  that  appropriation  we  were  able  to  extend 
the  number  of  working  days  to  20,  which  is  a  significant  increase, 
if  you  will,  in  their  potential  productivity.  Because  of  the  natural 
time  lag  that  exists  between  the  actual  hearing  of  a  case  and  the 
rendering  of  an  award  by  an  arbitrator,  it  is  difficult  to  say  pre- 
cisely how  much  that  is  going  to  decrease  the  caseload.  But  we 
think  it  is  a  big  help  and  we  expect  to  see  tangible  results  of  a  pro- 
ductive and  constructive  nature  towards  reducing  our  backlog  as  a 
result  of  that. 

Mr.  Serrano.  Good. 

Now,  your  budget  reflects  a  decrease  of  $658,000  for  these  arbi- 
tration services  in  1995.  Will  this  cause  either  delays  in  case  proc- 
essing times  or  an  increase  in  the  pending  work  loads? 

Mr.  DuBESTER.  We  don't  believe  so.  And  again,  to  a  great  extent 
that  decrease  reflects  the  difference  in  the  supplemental  appropria- 
tion that  you  referred  to  in  your  preceding  question,  Mr.  Chairman. 

Moreover,  as  a  practical  matter,  we  are  undertaking  a  lot  of  ini- 
tiatives or  contemplating  a  lot  of  initiatives  that  we  hope  will  facili- 
tate our  case  handling  in  this  area.  One  of  the  endeavors  that  we 
have  been  undertaking  in  the  Section  3  area  relative  to  these  griev- 
ance handling  cases  and  arbitrations  is  that,  in  an  effort  to  im- 
prove our  recordkeeping  system,  we  have  been  in  the  process  of  im- 
plementing new  case  tracking  and  financial  data  systems.  When 
they  are  fully  operational,  this  data  will  afford  an  opportunity  for 
the  parties  to  consolidate  cases  that  involve  similar  issues  and  to 
reexamine  their  pending  caseload. 

So  we  hope  that  by  working  constructively  with  the  parties,  we 
will  be  able  to  both  get  a  decrease  in  the  number  of  cases  actually 
filed  and  perhaps  an  actual  reduction  in  the  backlog.  That  is  some- 
thing that  would  be  more  efficient  and  expedite  the  process. 

The  other  practical  consequence  of  that  system  hopefully  is  we 
try  to  limit  our  arbitrators  currently  to  a  system  whereby  they  are 
not  handling  more  than  50  cases  at  any  one  time.  And  while  they 
try  to  cooperate  with  us  as  much  as  possible  on  that  requirement, 
having  this  operational  case  tracking  system,  in  our  judgment,  will 
enable  us  to  maintain  that  situation  and  monitor  it  better  our- 
selves so  that  we  can  really  limit  the  work  arbitrators  are  doing 
and  spread  the  work  more  evenly  among  a  fairly  large  roster  of 
neutrals. 

REPORT  ON  PROGRESS  TO  REDUCE  GRIEVANCES 

Mr.  Serrano.  Along  with  the  additional  funds  provided  to  reduce 
the  pending  number  of  grievance  cases,  the  committee  requests 
that  the  board  prepare  a  report  in  cooperation  with  labor  and  man- 
agement on  the  steps  being  taken  by  all  parties  to  reduce  this 
number.  The  final  report  was  due  on  December  31st  of  1993.  What 
is  the  status  of  this  report  and  when  can  we  expect  to  receive  it? 
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Mr.  DuBESTER.  Sure,  Mr.  Chairman.  Just  for  your  information, 
of  course,  I  was  not  confirmed  as  a  member  of  the  board  until  No- 
vember 15th  of  last  year,  and  I  became  Chairman  on  December  1st. 
And  one  of  the  responsibilities  that  confronted  me  immediately  was 
resolving  the  situation  that  we  had  before  us  relative  to  our  Section 
3  activities,  as  I  have  just  discussed  with  you,  and  particularly  the 
situation  relative  to  our  administrative  support  for  the  Railroad 
Adjustment  Board  in  Chicago. 

What  we  began  immediately  was  to  do  a  very  extensive  review 
of  both  our  budgetary  constraints,  the  limitations  on  our  human  re- 
sources if  you  will,  and  more  importantly  in  a  similar  vein,  of  the 
requirement  that  you  just  referred  to  relative  to  a  report  on  Section 
3  activities.  We  were  meeting  with  a  committee  of  both  rail  carriers 
and  rail  labor  to  monitor,  review  and  evaluate  that  entire  situation, 
and  we  sent  a  letter  to  Chairman  Natcher  in  this  regard  as  well 
as  to  the  Senate  on  this. 

Those  meetings  that  I  just  referred  to  carried  over  into  early 
1994,  before  we  made  our  final  decision  and  worked  out  the  final 
procedures  for  implementation  of  our  decision.  And  one  of  the  other 
offshoots  of  that  is  that  we  have  gotten  the  railroads  and  rail  labor 
to  agree  to  resume  meetings  that  had  been  discontinued  for  several 
years  jointly  to  just  discuss  the  overall  situation  regarding  minor 
disputes,  arbitration  cases.  And  we  hope  to  convene  those  meetings 
in  the  very,  very  near  future. 

So  we  have  just  been  waiting,  through  this  transition  if  you  will, 
to  complete  the  initial  phase  of  our  decision  and  then  to  work  and 
meet  with  the  parties  in  the  near  future.  I  believe  we  can  have  that 
report  to  you  in  the  next  45  days  in  a  very  constructive  fashion. 

TEN  YEAR  GRIEVANCES  WORKLOAD 

Mr.  Serrano.  Okay.  If  you  could  please  insert  at  this  point  in 
the  record  a  10-year  table  showing  the  workload  of  the  three  tribu- 
nals, including  cases  pending  at  the  end  of  each  year,  cases  re- 
ceived during  the  year  and  cases  closed  during  the  year. 

[The  information  follows:] 
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8BCTI0K  153  WORKLOAD 
1984  -  1993 


Cases 

Cases  Fending 

Cases 

Cases 

Pending 

Start  of  Year 

Received 

Closed 

End  of  Year 

FY  1984 

FEB 

25,032 

6,633 

7,010 

24,655 

SBA 

5,238 

392 

624 

5,006 

NRAB 

2,38? 

1,284 

1.225 

2,347 

32,658 

8,309 

8,959 

32,008 

FY  1985 

FIB 

16,759 

6,391 

6,394 

16,756 

SBA 

3,264 

938 

824 

3,378 

NRAB 

3,036 

1,085 

1,390 

2,042 

22,059 

8,414 

8,608 

21,865 

FY  1986 

FIB 

16,756 

3,336 

4,857 

15,235 

SBA 

3,378 

1,000 

950 

3,428 

NRAB 

1,731 

1,023 

1,055 

1,699 

21,865 

5,359 

6,862 

20,362 

FY  1987 

FIB 

15,235 

4,706 

11,648* 

8,293 

SBA 

3,428 

992 

1,171 

3,249 

NRAB 

1.699 

912 

873 

1,738 

20,362 

7,750 

13,692 

13,280 

FY  1988 

FIB 

13,480 

4,817 

6,074 

12,223 

SBA 

5,595 

1,920 

1,830 

5,285 

NRAB 

1.74? 

1,013 

1.353 

1,40? 

20,818 

7,750 

9,257 

19, 311 

FY  1989 

FIB 

14,932 

6,037 

10,402* 

10,567 

SBA 

5,081 

1,686 

1,628 

5,139 

NRAB 

1,503 

669 

993 

1.17? 

21,516 

8,532 

13,023 

16,885 

FY  1990 

FIB 

10,567 

5,737 

9,350* 

6,954 

SBA 

5,139 

1,946 

4,613* 

2,472 

NRAB 

1.17? 

94? 

702 

1,326 

16,885 

8,532 

14,665 

10,752 
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SECTION  153  WOBKUMD 

1984  -  1993 

Cases 

Cases  Pending 

Cases 

Cases 

Pending 

Start  of  Year 

Received 

Closed 

End  of  Year 

FY  1991 

PLB 

6,954 

3,768 

3,718 

7,004 

SEA 

2,472 

1,465 

1,619 

2,318 

NRAB 

1.326 

1.048 

792 

1,582 

10,752 

6,281 

6,129 

10,904 

FY  1992 

PIfi 

7,004 

5,425 

4,155 

8,274 

SEA 

2,318 

1,400 

1,944 

1,774 

NRAB 

1,582 

930 

952 

1.660 

10,904 

7,755 

6,951 

11,708 

FY  1993 

PLB 

8,274 

2,936 

3,765 

7,445 

SEA 

1,774 

817 

989 

1,602 

NRAB 

1,660 

868 

677 

1,851 

11,708 

4,621 

5,431 

10,898 

♦Note:  Unusually  higher  cases  closed  in  1987,  1989  and  1990  were  the 
result  of  surveys  of  parties.  Many  cases  had  been  decided  by  the 
parties  or  withdrawn  and  the  NMB  never  notified. 
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HEALTH  CARE  REFORM 


Mr.  SERRANO.  There  are  10  minutes  left  to  vote,  right?  Let  me 
just  ask  you  very  quickly  on  health  care  reform. 

Roughly  what  percent  of  disputes  in  the  railroad  and  airline  in- 
dustry center  on  health  care  issues?  And  how  might  health  care  re- 
form change  the  nature  of  the  disputes  handled  by  the  National 
Mediation  Board  if  it  results  in  universal  coverage  and  guaranteed 
benefits? 

Mr.  DuBester.  Well,  the  answer  to  that  question  is  probably  as 
complicated,  I  would  say  with  all  respect,  Mr.  Chairman,  as  the 
discussions  and  debates  that  exist  within  the  halls  of  Congress. 
And  obviously  to  answer  that  question  in  a  very  precise  way,  you 
would  really  need  to  know  the  details  of  any  particular  health  care 
reform  package  that  was  implemented. 

I  think  that  I  can  say  with  certainty  only  a  couple  of  things. 
Number  one,  to  the  extent  that  health  care  has  been  a  difficult 
issue  confronting  all  industries  at  the  collective  bargaining  table 
because  of  the  pressures  on  employers  to  meet  rising  costs  and  deal 
with  that  situation  in  an  effective  way  and  the  concomitant  pres- 
sures on  workers  to  both  share  the  costs  and  at  the  same  time 
maintain  an  adequate  level  of  benefits,  it  is  safe  to  say  that  the 
issue  has  been  a  particularly  difficult  one  for  bargaining  in  the  rail- 
road and  airline  industries  as  well. 

So  hopefully  any  kind  of  universal  reform  by  leveling  the  playing 
field  can  defuse  that  pressures  and  hopefully  would  be  productive. 
But  again,  the  particulars  really  matter. 

The  other  factor  I  would  point  out,  particularly  in  the  railroad 
industry  on  a  broader  basis,  is  that  there  is  a  long-standing  tradi- 
tion of  the  railroads  working  with  railroad  employees  and  the 
unions  that  represent  them  of  providing  very  comprehensive,  effec- 
tive benefits  to  their  employees.  And  that  has  been  a  very  valuable 
part  of  the  railroad  industry's  tradition. 

So  again,  depending  on  the  particulars  of  any  health  care  reform, 
there  will  be  an  impact  for  sure.  Hopefully  it  will  be  a  constructive 
one,  but  it  really  depends  on  the  particulars  that  Congress  would 
deem  to  specify  in  any  reform  plan. 

Mr.  Serrano.  Okay.  Well,  we  certainly  thank  you.  As  we  said  at 
the  beginning,  your  statement  will  be  in  the  record  and  we  thank 
you  for  your  presentation  today. 

Mr.  DuBester.  Thank  you,  Mr.  Chairman. 

Mr.  Serrano.  Thank  you.  The  committee  will  now  take  a  10- 
minute  recess  so  that  we  can  go  record  a  vote. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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CHICAGO  OFFICE 

Mr.  Natcher:  Originally,  the  Chicago  office  was  to  be  closed 
and  the  consolidation  was  estimated  to  save  $200,000.  What  will  be 
the  cost  to  maintain  the  Chicago  office  now  and  how  will  you  absorb 
these  unbudgeted  costs? 

Mr.  DuBester:  We  have  reviewed  our  cost  estimates  for  FY  1995 
and  have  determined  that  maintaining  the  Chicago  office  will  require 
an  additional  $111,000  for  1,700  square  feet  of  office  space  and 
related  expenses. 

We  will  seek  to  absorb  these  unbudgeted  costs  by  reprogramming 
between  activities. 

STAFFING  REDUCTIONS 

Mr.  Natcher:  What  are  your  FEE  targets  for  1993  through  1995  to 
comply  with  the  President's  Executive  Order  to  reduce  Federal 
employment  and  how  do  these  targets  compare  to  budgeted  staffing 
levels? 

Mr.  DuBester:  The  Board  has  had  an  authorized  complement  of  58 
FTE's  and  one  stay-in-school  position  for  the  past  ten  fiscal  years. 
However,  the  number  of  vacancies  has  varied.  As  of  March  31,  1994,  we 
have  five  vacancies. 

Because  of  the  fluid  situation  regarding  the  manner  in  which 
negotiations  will  be  conducted  in  the  next  round  of  bargaining  between 
the  major  railroads  and  their  unions,  we  feel  it  is  necessary  to 
maintain  our  current  level  of  FTE's.  Indications  are  that  the 
upcoming  round,  most  of  which  will  commence  in  November  1994,  likely 
will  involve  a  mix  of  national  bargaining  between  the  major  railroads 
and  some  unions  on  certain  issues,  and  carrier-by-carrier  negotiations 
with  individual  unions  on  other  issues.  This  could  result  in  a 
significant  increase  in  the  number  of  railroad  cases  requiring  the 
Board's  mediatory  services.  Accordingly,  we  are  presently  evaluating 
our  staffing  needs  and  we  may  need  to  hire  additional  mediators  by  the 
end  of  the  year. 

Therefore,  our  request  for  FY  1995  remains  at  58  funded  FTE's 
and  one  stay-in-school  position. 

AUTOMATION  ACTIVITIES 

Mr.  Natcher:  In  your  testimony  you  mentioned  some  improvements 
to  internal  operations,  such  as  automated  balloting  and  case  tracking, 
that  have  helped  the  Board  carry  out  its  functions  more  efficiently. 
What  has  been  the  effect  on  workload  of  these  recent  automation 
improvements? 
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Mr.  DuBester :  Our  experience  demonstrates  that  automation  helps 
employees  work  mere  efficiently  and  accomplish  more.  We  want  to 
become  more  customer-oriented.  Among  other  things,  we  believe  that 
the  public  demands  more  information  within  a  short  time  span.  Without 
automation,  it  would  be  extremely  difficult  to  achieve  improvements. 
As  an  example,  in  the  past  ballots  were  printed  by  the  Government 
Printing  Office  and  physically  handled  to  prepare  for  mailing  which 
could  take  up  to  eight  mediators  in  a  large  election.  Presently,  one 
individual  is  able  to  do  all  the  above  and,  in  addition,  counts  the 
returned  ballots  automatically. 

Mr.  Natcher:  Have  you  been  able  to  quantify  any  of  the  cost 
savings  of  the  recent  automation  improvements? 

Mr.  DuBester:  Not  specifically.  However,  we  do  know  that 
automation  has  allowed  employees  to  be  more  efficient  and  has  helped 
the  agency,  overall,  to  keep  up  with  the  increased  representation 
workload. 

RAILROAD  EMPLOYEE  GRIEVANCES 

Mr.  Natcher:  Could  you  please  explain  to  the  Committee  how 
precedent-setting  boards  operate  and  why  you  believe  this  approach  is 
both  cost  effective  and  innovative? 

Mr.  DuBester:  The  National  Mediation  Board  is  encouraging  the 
parties  to  request  establishment  of  a  tribunal  of  three  arbitrators 
and  to  submit  all  claims  involving  the  same  issue  to  this  tribunal. 
Under  this  arrangement,  the  parties  agree  that  if  the  three  arbitra- 
tors unanimously  agree  on  a  decision,  it  establishes  a  precedent  on 
the  property  for  all  future  cases  involving  the  same  issue  until  such 
time  as  their  current  collective  bargaining  agreement  is  amended. 

Even  though  three  arbitrators  are  involved,  instead  of  just  one 
as  is  the  situation  with  the  traditional  tribunals  in  resolving 
employee  grievances,  the  precedent-setting  tribunal  approach  is  very 
cost  effective.  The  reason  is  that  once  a  precedent  has  been 
established  on  an  issue  no  additional  cases  involving  the  same  issue 
may  be  arbitrated  again.  This  is  an  innovative  approach  and  an  NMB- 
suggested  process  that,  if  the  parties  agree  to  use  it,  can  signifi- 
cantly reduce  the  number  of  grievances  filed. 

Mr.  Natcher:  How  widely  have  these  precedent-setting  boards 
been  used  in  the  past  year  and  what  has  been  the  reaction  to  them  by 
labor  and  management  groups? 

Mr.  DuBester:  We  have  not  been  successful  over  the  past  year  in 
getting  the  parties  to  establish  more  of  these  boards.  The  only 
precedent-setting  board  was  established  two  years  ago  and  it  involved 
the  Long  Island  Pail  Road  and  the  United  Transportation  Union.  That 
board  of  three  arbitrators  heard  and  issued  unanimous  decisions  on  six 
issues  that  disposed  of  more  than  400,000  grievance  cases,  at  an 
average  cost  to  the  government  of  three  cents  per  case. 
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CONSUUTTNQ  SERVICES 

Mr.  Porter:  Would  you  please  explain  your  FY  1995  request  for 
"Consulting  Services"  which  represents  a  190%  increase  over  the  FY 
1994  level? 

Mr.  DuBester:  The  majority  of  this  estimate  will  be  spent  to 
procure  analysis  and  evaluation  in  anticipation  of  our  conversion  of 
software  applications  from  an  HP-3000  mini-camputer  to  a  new  local 
area  network  (IAN) .  Conversions  already  completed  or  underway 
include:  Mediation  Case  Tracking;  Arbitration  Case  Tracking;  Arbitra- 
tion Appointments;  Procurement;  and  Travel  Manager  and  Mediator  Time 
Analysis. 

Also  included  is  a  projected  cost  of  $66,000  to  design  an 
integrated  payroll/personnel  system.  This  system  will  be  cross- 
serviced  by  another  Federal  agency. 

CASE  TRACKING  SYSTEM 

Mr.  Stokes:  To  what  extent  will  the  Board's  improvements  in 
case  tracking  help  to  control  case  backlogs? 

Mr.  DuBester:  As  it  relates  to  arbitration  of  railroad  employee 
grievances,  the  case  tracking  system  allows  us  to  identify  cases  by 
issue.  When  there  is  a  significant  number  of  cases  involving  a 
particular  issue,  it  provides  us  with  solid  data  for  encouraging  the 
parties  to  consolidate  cases  involving  same  issues  and  request  the 
establishment  of  three  arbitrator,  precedent-setting  boards  to  decide 
these  cases.  With  the  help  of  this  case  tracking  system,  we  also 
intend  to  provide  up-to-date  information  to  the  parties  on  the  number 
of  cases  assigned  to  individual  arbitrators  at  any  given  point  in 
time.  This  should  assist  the  parties  in  selecting  arbitrators  who  do 
not  have  large  pending  workloads,  and  help  us  monitor  those  arbitra- 
tors who  have  more  than  50  pending  cases  heard  and  not  decided. 

Mr.  Stokes:  Briefly,  highlight  the  Board's  initiatives  to 
reduce  the  number  of  grievances? 

Mr.  DuBester:  With  the  additional  funding  provided  by  Congress 
for  FY  1994,  the  Mediation  Board  was  able  to  increase  the  naadmun 
number  of  days  the  busiest  arbitrators  may  work  in  a  month  from  12  to 
20.  With  the  eight  additional  days,  we  anticipate  that  these  arbitra- 
tors will  be  able  to  spend  more  of  their  time  on  NMB  work  and  render 
more  decisions,  thereby  reducing  the  backlog. 

We  also  are  encouraging  the  parties  to  group  their  cases  by 
issues  and,  whenever  possible,  to  establish  three  arbitrator  prece- 
dent-setting boards.  Further,  we  are  urging  the  parties  not  to  select 
arbitrators  who  are  burdened  with  a  large  number  of  pending  cases  in 
order  to  achieve  faster  resolution  of  cases. 
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With  the  additional  funding  provided  by  Congress  in  FY  1994  for 
the  handling  of  grievances  filed  by  railroad  employees,  the  National 
Mediation  Board  will  again  encourage  the  parties  to  use  this  process 
to  reduce  the  backlog  of  cases. 

PAY  INCREASES 

Mr.  Natcher:  What  was  the  amount  of  the  locality  pay  Increase 
that  vent  into  effect  on  January  1,  1994  and  how  did  you  absorb  this 
unbudgeted  cost  in  1994? 

Mr.  DuBester:  The  cost  of  locality  pay  for  FY  1994  is  approxi- 
mately $109,000.  We  have  been  able  to  absorb  this  cost  by  delaying 
filling  vacancies. 

Mr.  Natcher;  How  much  is  included  in  your  budget  for  a  January 
1,  1995  pay  raise  and  what  percentage  increase  is  this  based  upon? 

Mr.  DuBester;  Ihe  Board's  budget  request  includes  $50,000  which 
would  permit  a  general  pay  raise  of  1.6  percent. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January, 
1995  locality  pay  increase  and  what  percentage  increase  is  this  based 
upon? 

Mr.  DuBester:  As  instructed  by  the  Office  of  Management  and 
Budget,  no  specific  funding  was  included  for  a  locality  pay  raise.  No 
decision  has  been  made  by  the  Administration  on  whether  the  funds 
requested  for  a  pay  increase  will  be  vised  for  locality  pay  or  for  a 
general  pay  increase. 

OFFICE  CONSOLIDATION 

Mr.  Porter:  Will  you  give  us  an  update  on  your  efforts  to 
consolidate  the  Chicago  and  Washington  offices?  What  total  cost 
savings  do  you  anticipate,  and  how  will  the  savings  roll  out  over  the 
next  several  years? 

Mr.  DuBester:  All  of  the  administrative  support  for  Section  153 
activities  has  been  consolidated  in  Washington,  D.C. ,  except  for  the 
National  Railroad  Adjustment  Board  (NRAB) .  In  the  interest  of 
maintaining  constructive  relationships,  and  to  advance  the  important 
dispute  resolution  functions  of  the  NRAB  and  maximize  the  strategic 
use  of  government  resources,  the  Mediation  Board  determined  it  was 
most  prudent  to  maintain  some  support  services  for  the  NRAB  in 
Chicago.  At  this  time,  we  do  not  anticipate  any  significant  cost 
savings. 
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Mr.  States:  Vhat  built-ins  are  included  in  the  FY  1995  plan  to 
facilitate  the  Board's  projected  increase  in  workload  that  would 
result  from  the  new  round  of  collective  bargaining,  for  railroad  labor 
organizations  and  for  the  number  of  contracts  that  will  be  open? 

Mr.  DuBester:  We  are  presently  evaluating  our  personnel 
requirements  to  nest  this  expected  workload  increase.  Ha  probably 
will  have  to  hire  additional  staff.  Funding  is  available  to  cover 
salaries  and  travel  during  FY  1995. 
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For  expenses  necessary  to  carry  out  the  provisions  of  the 
Railway  Labor  Act,  as  amended  (45  U.S.C.  151-188),  includinq 
emergency  boards  appointed  by  the  President,  [$8,657,000] 
$8 . 155 . 000 . 
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Authorizing  Legislation 


1994 199$ 

Appro- 

Authorized   priation  Authorized   Request 

The  Railway  Labor 

Act,  as  amended.    Indefinite  $8,657,000  Indefinite   $8,155,000 
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SALARIES  AND  EXPENSES 
Aroropriation  History 


Year 


1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 

y 

2/ 


4/ 

y 


Budget 
Estimate  to 
Oongrc 


House 
Allowance 


Senate 
Allowance 


4,444,000 
4,780,000 
4,956,000 
4,274,000 
5,758,000 
6,358,000 
6,347,000 
6,540,000 
4,873,000 
6,551,000 
6,384,000 
6,675,000 
7,008,000 
7,950,000 
8,006,000 
8,155,000 


4,444,000 
4,780,000 
4,956,000 
5,468,000 
6,238,000 
6,358,000 
6,358,000 
6,401,000 
7,316,000 
6,551,000 
6,384,000 
6,675,000 
6,775,000 
7,870,000 
8,506,000 


4,444,000 
4,780,000 
4,956,000 
5,468,000 
6,458,000 
6,358,000 
6,432,000 
6,540,000 
7,316,000 
6,551,000 
6,384,000 
6,675,000 
6,775,000 
7,870,000 
8,807,000 


Appro- 
priation 


4,444,000 

4,780,000 

4,757,760 

5,468,000 

6,238,000 

6,358,000 

6,358,000  y 

6,401,000 

7,004,000  y 

6,551,000  3/ 

6,384,000 

6,675,000  4/ 

6,775,000 

7,807,000  5/ 

8,657,000 


Reduced  by  $273,000  pursuant  to  PL  99-177. 

Includes  $100,000  unavailable  for  obligation  pursuant  to  section  512  of 

Labor,  Health  and  Human  Services,  and  Education,  and  Related  Agencies 

Appropriations  Act,  1988. 

Includes  reduction  pursuant  to  PL  100-436,  $79,000. 

Includes  reduction  pursuant  to  PL  101-517,  $161,000. 

Reduced  by  $63,000  pursuant  to  PL  102-394. 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 

ftrioet  Authority  hy  nh-}^  flflaglfJatjfiP 

(in  thousands  of  dollars) 


1993 


1994 


1995 


Increase 

or 
Decrease 


Total  number  of  permanent  FTE 


58 


59 


59 


Personnel  compensation 
11.1  Full-time  permanent. . . 
11.5  Other  personnel 

compensation 

11.8  Special  pprsonal 

services  payments  y '. 

11.9  Total  personnel 

compensation 


3,293 

3,442 

3,443 

1 

32 

31 

31 

•  • 

1,839 

2,505 

2,021 

-484 

Personnel  benefits 

12.1  Civilian  personnel 

benefits 

13.0  Benefits  for  former 

personnel 

21.0  Travel  and  transporta- 
tion of  persons. 

22.0  Transportation  of  things 

Rent,  Communications  t  Dtiliti< 

23 . 1  Rental  payments  to  GSA. . 
23.3  Communications, 

utilities  and 
miscellaneous 

24.0  Printing  and  repro- 

duction  

Other  services 

25.1  Consulting  services 

25.2  Other  services 

25.3  Purchases  of  goods  and 

services  from  Govt. 

accounts 

26.0  Supplies  and  materials.. 
31.0  Equipment 


5,164    5,978 


667 


687 


231 

172 

72 

65 

20 

38 

200 

197 

145 

56 

43 

51 

114 

78 

5,495 


680 

160 
61 


110 
201 


35 

55 

110 


-483 


577 

630 

671 

41 

50 

5 

5 

•  • 

513 
11 

692 
8 

565 

7 

-127 
-1 

-7 

-12 

-4 


72 
4 


-21 

4 

32 


99.0  Total  obligations 7,807   8,657     8,155      -502 

1/       Includes  arbitrator  compensation  for  the  adjustment  of  railroad  grievances. 

5. 
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MffTV^g  Ayiil'frlP  for  Obligations 
(in  thousands  of  dollars) 


Appropriation. ................. 

Program  level  funding 

Obligated  balance,  start  of 
*•■* 

Obligated  balance,  end  of  year. 
unobligated  balance  lapsing.  •  •  • 

'Dotal  outlays 


1993 

AflBSpcifttiai 

7,807 


1994 


1995 


7,807 


7,508 


8,657 


8,657 


7,839 


8,155 


8,155 


993 

1,066 

1,884 

-1,066 

-1,884 

-2,283 

-226 

•  • 

•  • 

7,756 
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GENERAL  STATEMENT 

The  National  Mediation  Board  was  established  in  1934  by 
amendment  to  the  Railway  Labor  Act  (RLA) ,  which  was  enacted  to 
govern  labor-management  relations  in  the  railroad  industry.   An 
initial  and  major  expansion  of  the  Board's  mission  and 
responsibilities  occurred  when  the  airline  industry  was  placed 
under  the  Act  in  1936  [P.L.  69-257,  May  20,  1926;  P.L.  73-442, 
June  21,  1934;  P.L.  69-257,  ch.  347  201,  as  added  April  10,  1936, 
ch.  166,  49  Stat.  1189]. 

Board  responsibilities  were  expanded  further  with  passage  of 
the  Rail  Passenger  Service  Act  of  1970  [P.L.  91-518],  which 
established  the  National  Railroad  Passenger  Corporation,  better 
known  as  Amtrak;  the  Regional  Rail  Reorganization  Act  of  1973 
[P.L.  93-236],  which  established  the  Consolidated  Rail 
Corporation,  or  Conrail;  the  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1976  [P.L.  94-210];  and  the  Northeast 
Rail  Service  Act  of  1981  (NERSA)  [P.L.  97-35]. 

Under  the  Rail  Passenger  Service  Act  and  the  Acts 
establishing  Amtrak  and  Conrail,  the  Board  provides  mediatory  and 
arbitration  services  to  those  rail  carriers  and  all  of  their 
unions.   Under  the  Revitalization  and  Regulatory  Reform  Act,  the 
Board  provides  operations  review  panels.   NERSA  amended  the  RLA  by 
establishing  special  procedures  for  handling  publicly  funded  and 
operated  commuter  railroads. 

General  purposes  of  the  RLA  are  the  avoidance  of 
interruptions  to  interstate  commerce;  the  protection  of  employee 
rights  of  self -organization  and  association;  the  prompt  and 
orderly  settlement  of  disputes  arising  out  of  the  negotiation  of 
new  contracts;  and  the  prompt  and  orderly  resolution  of  disputes 
in  connection  with  the  interpretation  or  application  of  existing 
agreements . 

The  law  imposes  on  carriers  and  their  employees  the  duty  of 
settling  their  disputes  through  a  process  of  negotiation, 
mediation  and  arbitration.   Mediation  is  emphasized  in  resolving 
all  collective  bargaining  disputes.   Work  stoppages  are  still 
possible,  but  only  after  all  processes  of  the  Act  have  been 
exhausted. 

The  Board  is  assigned  numerous  responsibilities  under  the 
Act,  but  the  two  principal  functions  —  and  those  best  known  by 
the  general  public  —  involve  the  determination  of  the  choice  of 
employee  collective  bargaining  representatives  and  the  mediation 
of  collective  bargaining  disputes  in  the  rail  and  air  transport 
industries. 

12. 
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Lesser  known,  but  equally  important  from  a  statutory  and 
especially  from  a  budgetary  standpoint,  is  the  Board's 
administrative  responsibility  for  certain  aspects  of  the  creation 
and  fiscal  management  of  arbitration  tribunals  to  hear  and  decide 
"minor"  disputes  in  the  railroad  industry.   These  involve  railroad 
employee  grievances  and  questions  concerning  the  application  and 
interpretation  of  work  rules  in  existing  agreements. 

The  Board  also  provides  funds  and  administrative  assistance 
for  matters  related  to  voluntary  arbitration  of  collective 
bargaining  disputes  in  the  railroad  industry  and  the  investigation 
of  issues  involved  in  disputes  that  are  assigned  to 
Presidentially-appointed  emergency  boards. 

Employee  representation.   If  a  question  arises  among  the 
employees  of  a  railroad  or  airline  as  to  whether  they  desire  to  be 
represented  by  a  particular  individual  or  labor  organization  for 
the  purpose  of  collective  bargaining  and  related  functions,  it  is 
the  duty  of  the  Board  under  section  152,  Ninth,  of  the  RLA  to  both 
investigate  the  dispute  and  make  a  determination.   If  an  election 
is  ordered,  the  Board's  responsibilities  are  to  designate  the 
eligible  voters,  to  establish  the  rules  to  govern  the  balloting, 
to  conduct  the  election  and  to  certify  the  results.   Over  the  past 
10  years,  from  FY  1984  through  FY  1993,  the  number  of  railroad  and 
airline  representation  cases  received  and  resolved  has  remained  at 
a  relatively  constant  level.   New  cases  received  averaged  78.2 
yearly  during  this  period  and  those  resolved  78.8. 

Of  special  note  regarding  the  Board's  responsibilities 
involving  employee  representation  disputes,  were  steps  taken  by 
the  Board  during  the  early  months  of  FY  1994.   The  Board's  action 
both  recognized  and  responded  to  evolving  changes  in  the 
historical  crafts  or  classes  of  railroad  workers,  specifically 
those  employed  by  the  nation's  more  than  500  smaller  and  newly 
created  railroads.   Many  of  these  carriers  were  formed  in  recent 
years  when  large  railroads  sold  or  abandoned  what  they  considered 
unprofitable  branch  lines. 

An  important  feature  of  the  RLA  —  and  a  paramount  factor  in 
both  its  longevity  and  continuing  viability  —  is  the  flexibility 
provided  by  the  Act  to  meet  changing  needs  in  labor-management 
relations  in  both  the  railroad  and  airline  industries. 

In  recent  years,  employees  on  some  smaller  carriers  have 
worked  at  different  periods  in  more  than  one  traditional  railroad 
craft  or  class.   Cross-utilization  of  employees  in  more  than  one 
historical  craft  or  class  creates  added  difficulties  in  carrying 
out  the  Board's  responsibility  for  determining  who  is  eligible  to 
vote  in  representation  elections. 
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In  November  1993,  in  a  case  involving  employees  at  Florida 
East  Coast  Railroad  Company  and  which  is  detailed  in  the 
"Overview"  section  of  this  budget  submission,  the  Board  ordered  an 
election  that  consolidated  all  of  the  carrier's  "operating" 
personnel  into  a  single  craft  or  class  called  Train  and  Engine 
Service  Employees.  Adherence  solely  to  prior  Board  determinations 
and  the  industry's  traditional  practices  would  have  reguired 
designating  four  crafts  or  classes  and  also  conducting  four 
representation  elections.   The  Board's  decision  was  supported  not 
only  by  an  incumbent  union  and  a  labor  organization  challenging 
the  incumbent,  but  also  by  the  carrier. 

Mediation.   The  Board's  mediation  function  involves  contract 
formation  cases  affecting  employee  rates  of  pay,  rules  or  working 
conditions.   These  disputes  are  termed  "major"  disputes  under  the 
RLA.   Collective  bargaining  is  premised  on  the  parties'  ability  to 
resolve  their  differences  on  their  own.   However,  when  they 
cannot,  the  RLA  mandates  Federal  Government  participation  in 
mediation  of  unresolved  disputes  and  requires  the  parties  to  avoid 
work  stoppages  and  any  changes  in  terms  and  conditions  of  their 
previous  agreement  until  a  new  agreement  has  been  reached,  or 
until  the  Board  has  determined  that  further  mediation  would  not 
successfully  produce  an  agreement. 

Fiscal  Year  1993  and  the  early  months  of  FY  1994,  while  very 
busy  and  successful  periods  for  the  Board,  reflected  a  return  to 
more  normal  levels  of  mediation  activity  following  the  conclusion 
of  the  last  round  of  national  bargaining  in  the  railroad  industry. 
The  number  of  new  cases  received  in  FY  1993  totaled  65,  up  from  58 
a  year  earlier,  while  cases  resolved  totaled  107,  significantly 
lower  than  the  206  in  FY  1992,  which  excludes  61  cases  that  were 
administratively  closed  that  year.   The  last  round  of  national 
bargaining  in  the  railroad  industry  was  mostly  concluded  in  FY 
1992  and  the  early  months  of  FY  1993.   Cases  are  administratively 
closed  when  it  is  determined  that  neither  party  desires  to  have 
the  case  remain  open. 

During  the  past  15  fiscal  years,  from  October  1,  1979 
through  September  30,  1993,  the  Board  resolved  2,186  cases.   From 
the  start  of  FY  1986  through  the  first  four  months  of  FY  1994, 
there  were  only  seven  strikes  lasting  more  than  24  hours  in  cases 
where  Board  mediation  was  involved. 

The  seven  strikes  and  parties  involved  were:  FY  1986  — 
Maine  Central  Railroad/Portland  Terminal  Co.,  and  the  Brotherhood 
of  Maintenance  of  Way  Employes  (BMWE) ,  plus  TWA  and  the 
International  Federation  of  Flight  Attendants  (IFFA) ;  FY  1987  -- 
Long  Island  Rail  Road  and  five  of  its  unions;  FY  1989  —  Eastern 
Air  Lines  and  the  International  Association  of  Machinists  and 
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Aerospace  Workers  (IAM) ;  FY  1992  —  Railroads  represented  by  the 
National  Railway  Labor  Conference  (NRLC)  and  the  IAM  (the  IAN 
strike  was  only  at  CSX  Corp.,  but  there  was  an  accompanying 
lockout  by  the  carriers  of  their  employees) ;  and  FY  1993  —  USAir 
and  the  IAM.   FY  1994  —  Shortly  after  the  start  of  FY  1994,  on 
November  18,  1993,  American  Airlines  was  struck  by  the  Association 
of  Professional  Flight  Attendants  (APFA) .   Prior  to  the  walkout, 
APFA  said  its  members  would  return  to  work  on  November  29  if  no 
agreement  were  reached  by  that  date.  The  strike,  however,  lasted 
only  five  days.  The  flight  attendants  returned  to  work  on 
November  23  after  President  Clinton  obtained  commitments  the  day 
before  from  both  sides  that  they  would  submit  their  unresolved 
issues  to  binding  arbitration. 

Under  the  RLA,  when  mediatory  efforts  are  unsuccessful,  the 
Board  declares  an  impasse  in  the  negotiations  and  urges  the 
parties  to  accept  final  and  binding  interest  arbitration  to 
resolve  unsettled  issues.   Arbitration  under  the  Act  is  voluntary 
and  either  party  may  reject  it.   If  arbitration  is  rejected,  the 
parties  are  free  to  engage  in  self-help  after  a  30-day  "cooling- 
off"  period.   During  this  period,  the  Board  makes  every  effort 
through  further  mediation,  officially  called  "public  interest 
meetings,"  to  assist  the  parties  to  reach  agreement.   If  an 
agreement  is  not  reached  during  the  cooling-off  period  and  if,  in 
the  Board's  judgement,  the  dispute  threatens  "substantially  to 
interrupt  interstate  commerce  to  a  degree  such  as  to  deprive  any 
section  of  the  country  of  essential  transportation  service,"  the 
Board  notifies  the  President,  who  may,  in  his  discretion,  create 
an  emergency  board. 

Emergency  boards.   If  an  emergency  board  is  created,  this 
action  triggers  an  additional  status  quo  period  of  60  days.  The 
role  of  the  emergency  board  is  to  investigate  the  dispute  and 
report  its  findings  within  30  days.  The  second  30  days  may  be 
used  to  negotiate  an  agreement.  While  the  parties  are  not 
required  to  accept  the  recommendations  of  an  emergency  board,  the 
framers  of  the  RLA  expected  that  public  opinion  would  play  a 
strong  role  in  persuading  labor  and  management  to  abide  by  the 
recommendat  ions . 

A  separate  emergency  dispute  resolution  procedure  for 
publicly-owned  and  -operated  commuter  carriers  and  their  employees 
was  added  to  the  RLA  by  provisions  of  the  Northeast  Rail  Service 
Act  of  1981.   This  legislation  added  section  159A  to  the  RLA  (4  5 
U.S.C.  159a).   Under  this  section,  the  President  is  required  to 
establish  an  emergency  board  upon  the  request  of  any  party  to  the 
dispute,  or  of  the  Governor  of  the  state  where  the  dispute  exists, 
if  the  dispute  is  not  resolved  through  the  mediation  and  interest 
arbitration  procedures  of  the  RLA  described  above.   Exclusive  of 

15. 


423 


such  requests,  the  President  has  discretion  to  establish  "159A 
emergency  boards."   Should  the  efforts  of  a  section  159A  emergency 
board  fail  to  produce  a  settlement,  public  hearings  then  are 
conducted  by  the  National  Mediation  Board  in  a  further  attempt  to 
induce  the  parties  to  resolve  their  differences.   If  the  dispute 
continues  beyond  this  step,  the  appointment  of  a  second  emergency 
board  is  authorized  under  section  159A  before  the  parties  are  free 
to  engage  in  self-help.   This  entire  process,  if  two  emergency 
boards  are  created,  can  require  270  days  from  the  date  the 
National  Mediation  Board  releases  the  parties  from  mediation  to 
the  commencement  of  the  self-help  period. 

Railroad  employee  grievances.   When  the  RLA  was  amended  in 
1934,  the  National  Railroad  Adjustment  Board  (NRAB)  was  created  to 
hear  and  decide  disputes  involving  railroad  employee  grievances 
and  questions  concerning  the  application  and  interpretation  of 
work  rules.   As  previously  mentioned,  these  are  "minor"  disputes 
under  the  Act.   The  National  Mediation  3oard  is  responsible  for 
overseeing  funds  appropriated  by  Congress  and  expended  in  support 
of  NRAB  activities,  such  as  the  arbitrators'  salaries  and 
expenses.   The  Board  certifies  the  appointments  of  referees 
selected  by  the  parties  to  hear  cases  before  the  NRAB  and  its  four 
divisions.   The  Board  also  certifies  the  appointments  of  referees, 
commonly  called  arbitrators  or  neutrals,  to  sit  on  Public  Law 
Boards  (PLB)  established  under  P.L.  89-456,  which  was  passed  in 
1966  to  allow  either  party  to  file  new  cases  with  a  PLB,  instead 
of  the  NRAB.   P.L.  89-456  also  provided  authority  for 
establishment  of  local  arbitration  tribunals,  such  as  PLBs,  to 
take  over  cases  that  have  not  been  heard  by  the  NRAB  or  have  been 
pending  before  the  NRAB  for  one  year  or  more. 

The  National  Mediation  Board  further  certifies  arbitrators 
to  chair  Special  Boards  of  Adjustment  (SBA) ,  a  third  type  of 
tribunal  besides  the  NRAB  and  Public  Law  Boards  that  can  hear 
"minor"  disputes  involving  the  railroads  and  members  of  rail 
unions.   Arbitrators  for  all  three  tribunals  are  private 
contractors  and  are  compensated  by  the  National  Mediation  Board 
unless  the  parties  agree  to  compensate  them. 

Airline  employee  grievances.   Unlike  the  situation  for 
railroads  and  their  employees,  no  national  adjustment  board  exists 
for  the  arbitration  of  airline  employee  grievances  over  existing 
contracts.   The  RLA,  as  amended,  provides  for  the  establishment  of 
such  a  board  if  judged  necessary  by  the  National  Mediation  Board, 
but  to  date  this  has  not  been  considered  necessary.   The  airlines 
and  their  employees,  instead,  have  negotiated  collective 
bargaining  agreements  that  include  individual  procedures  for 
handling  contract  grievances  —  "minor"  disputes  —  at  each 
airline.   Final  jurisdiction  for  resolving  these  disputes  rests 
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with  an  airline  system  board  of  adjustment.   The  National 
Mediation  Board  is  not  required  to  and  does  not  compensate 
arbitrators  handling  airline  employee  grievances.   It  does, 
however,  appoint  neutral  arbitrators  to  chair  airline  system 
boards  of  adjustment  when  the  parties  are  unable  to  voluntarily 
agree  on  an  arbitrator. 

For  Fiscal  Year  1995,  the  Board  is  requesting  total 
budgetary  authority  of  $8,155,000  and  58  full-time  employee  (FTE) 
positions  and  one  stay-in-school  student,  a  decrease  of  $502,000 
compared  to  FY  1994. 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 

Activity  1.   Mediatory  Services  (1993,  $5,155,000,  FTE  52) 

(1994,  $5,261,000,  FTE  54) 
(1995,  $5,417,000,  FTE  54) 

Narrative  Description  of  Program 

The  National  Mediation  Board  with  three  members  appointed  by 
the  President  and  confirmed  by  the  Senate  and  a  staff  of  fifty-one 
(51)  Civil  Service  employees  performs  two  distinct  functions  under 
the  Railway  Labor  Act,  as  amended,  45  U.S.C.  151  et  seq.   First, 
it  mediates  disputes  over  changes  to  wages,  hours  and  working 
conditions  between  the  employees  and  those  railroad  and  airline 
carriers  subject  to  Railway  Labor  Act  jurisdiction.   Second,  the 
Board  administers  the  procedures  to  resolve  representation 
disputes  involving  labor  organizations  which  seek  to  represent 
railroad  or  airline  employees.   This  function  includes 
investigating  the  representation  dispute,  including,  when 
appropriate,  conducting  a  hearing,  conducting  an  election  and 
certifying  the  results  of  the  employees'  choice  if  a 
representative  is  elected. 

In  connection  with  the  mediation  function,  a  party  may 
either  request  the  services  of  the  Mediation  Board,  or  the  Board 
of  its  own  volition  may  assert  jurisdiction  over  the  dispute.   In 
either  case,  once  the  Board's  services  have  been  invoked  the 
status  quo  must  be  maintained  and  resort  to  self-help  by  the 
parties  to  the  dispute  is  barred  until  the  procedures  mandated  by 
the  Act  have  been  exhausted. 

Administrative  support  is  provided  for  all  functions  under 
the  RLA  which  includes  various  responsibilities  imposed  by 
statutes  such  as  the  Rail  Passenger  Service  Act  of  1970  (Public 
Law  91-518)  establishing  the  National  Railroad  Passenger 
Corporation  (Amtrak) ;  the  Regional  Rail  Reorganization  Act  of  197  3 
(Public  Law  93-236)  establishing  the  Consolidated  Rail  Corporation 
(Conrail) ;  the  Railroad  Revitalization  and  Regulatory  Reform  Act 
of  1976  (Public  Law  94-210) ;  the  Freedom  of  Information  Act 
(Public  Law  93-502) ;  the  Government  in  the  Sunshine  Act  (Public 
Law  94-409) ;  and  the  Northeast  Rail  Service  Act  of  1981  (NERSA) 
(Public  Law  97-35) ,  as  amended. 
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Under  the  RLA  and  the  Acts  establishing  Amtrak  and  Conrail, 
the  Board  provides  mediatory  and  arbitration  services  to  those 
rail  carriers  and  all  of  their  unions.  Under  the  Railroad 
Revitalization  and  Regulatory  Reform  Act,  the  Board  provides 
operations  review  panels.   NERSA  amended  the  RLA  by  establishing 
special  procedures  for  handling  publicly  funded  and  operated 
commuter  railroads. 

As  an  aid  to  the  Board's  program  description,  four 
schematics  follow  outlining  the  representation  procedure,  the 
collective  bargaining  process,  the  grievance  machinery  for 
railroad  employees  under  the  RLA  and  the  process  under  Section 
159A  of  the  Act. 
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COLLECTIVE  BARGAINING  PROCESS  DNDER  THE  RAILWAY  LABOR  ACT 


FILING  OF  SECTION 
156  NOTICE 


AGREEMEMT 


DIRECT  NEGOTIATIONS 
BETWEEN  PARTIES 


REQUEST  BY  EITHER  PARTY 
(OR  BOTH)  FOR  MEDIATION 
OR  INVOCATION  BY  NMB 
FOR  MEDIATION 


AGREEMENT 


MEDIATION  BY  NMB 


PROFFER  OF  ARBITRATION 


PARTIES  AGREE 
TO  ARBITRATE 


EITHER  PARTY  RE- 
FUSES TO  ARBITRATE 


BOARD  OF  ARBITRATION 
CONVENES,  MAY  HOLD 
HEARING,  ISSUES 
BINDING  AWARD 


3  0-DAY  "STATUS 
QUO"  PERIOD 


AGREEMENT 


SELF-HELP 


IF  DISPUTE  THREATENS 

INTERSTATE  COMMERCE, 

NMB  NOTIFIES  THE 

PRESIDENT 


PRESIDENT  MAY  ESTAB- 
LISH EMERGENCY  BOARD 
TO  INVESTIGATE  DISPUTE 
AND  MAKE  RECOMMENDA- 
TIONS IN  30  DAYS 


AGREEMENT 


PARTIES  FREE  TO  RESORT 
TO  SELF-HELP  3  0  DAYS 
FOLLOWING  BOARD'S  REPORT 


22 


430 


REPRESENTATION  PROCEDCRE  UNDER  THE  RAILWAY  LABOR  ACT 


APPLICATION  FILED 
WITH  THE  NMB 

APPLICATION  DOCKETED 
AND  ASSIGNED  "R" 
DOCKET  NUMBER 

FIELD  INVESTIGATION 

INSUFFICIENT  SHOWING 

OF  INTEREST: 
APPLICATION  DISMISSED 

HEARING* 


L . 

. I 

ELECTION  AUTHORIZED 
BY  NMB 

BALLOTS  COUNTED 
AND  CERTIFICATION/ 
DISMISSAL  ISSUED 

*  Conducted  only  when  determined  by  the  Board  to  be  necessary. 
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GRIEVANCE  MACHINERY  FOR  RAILROADS  UNDER 
THE  RAILWAY  LABOR  ACT 


RAILROAD  EMPLOYEE  FILES 
A  GRIEVANCE 


GRIEVANCE  SETTLED 
ON  THE  PROPERTY 


UNRESOLVED  GRIEVANCES 
REFERRED  TO  ARBITRATION 


NATIONAL  RAILROAD 
ADJUSTMENT  BOARD 


SPECIAL  BOARD 
OF  ADJUSTMENT 


PUBLIC  LAW  BOARD  (ON 
PROPERTY  OF  CARRIER) 
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PROCESS    UNDER    SECTION    1S9A   OF   THE    RAILWAY    LABOR   ACT 

(FOR   PUBLICLY   OWNED  AND  OPERATED   COMMUTER   RAILROADS) 


DISPUTE  NOT  ADJUSTED  UNDER  "FOREGOING 
PROVISIONS"  OF  RIA.      PRESIDENT  DOES  NOT 
CREATE  AN  EMERGENCY  BOARD  UNDER  SECTION 
159A  OF  RIA. 


EITHER  PARTY  OR  THE  GOVERNOR  REQUESTS 
PRESIDENT  TO  ESTABLISH  EMERGENCY  BOARD. 
EXCLUSIVE  OF  SUCH  REQUEST,    PRESIDENT  HAS 
DISCRETION  TO  ESTABLISH  EMERGENCY  BOARD 
UNDER  SECTION  159A. 


PRESIDENT  ESTABLISHES  EMERGENCY  BOARD 
WHICH  INVESTIGATES  DISPUTE  AND  MAKES 
REGOMMENDATIONS  IN  30  DAYS. 


AGREEMENT 


NO  AGREEMENT  WITHIN  60  DAYS  OF 
BOARD'S  CREATION.  NMB  CONDUCTS 
PUBLIC  HEARINGS. 


AGREEMENT 


NO  AGREEMENT  WITHIN  120  DAYS  OF 
BOARD'S  CREATION.   PARTIES  FREE  TO 
RESORT  TO  SELF-HELP. 


EITHER  PARTY  OR  THE  GOVERNOR 
REQUESTS  PRESIDENT  TO  ESTABLISH 
ANOTHER  EMERGENCY  BOARD. 


PRESIDENT  ESTABLISHES  EMERGENCY  BOARD. 


AGREEMENT 


FINAL  OFFERS  OF  PARTIES  SUB- 
MITTED WITHIN  30  DAYS. 


AGREEMENT 


EMERGENCY  BOARD  SELECTS  MOST 
REASONABLE  OFFER  AND  REPORTS 
TO  PRESIDENT  WITHIN  30  DAYS. 


AGREEMENT 


PARTIES  FREE  TO  RESORT 
TO  SELF-HELP  60  DAYS 
FOLLOWING  BOARD'S  REPORT 
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OVERVIEW 

Fiscal  Year  1995  could  be  one  of  the  busiest  in  several 
years  for  the  National  Mediation  Board  due  not  only  to  the  start 
at  that  time  of  a  new  round  of  collective  bargaining  between  the 
nation's  largest  railroads  and  the  major  railroad  labor 
organizations,  but  also  because  a  significant  number  of  contracts 
will  be  open  in  the  airline  industry*   The  last  round  of  national 
bargaining  in  the  railroad  industry,  which  was  mostly  concluded  in 
FY  1992  and  the  early  months  FY  1993,  successfully  achieved  new 
agreements.   However,  settlement  of  these  disputes  required  not 
only  the  exhaustion  of  all  of  the  dispute  resolution  processes 
available  under  the  Railway  Labor  Act,  including  Presidential 
Emergency  Boards,  but  also  Congressional  intervention. 

Due  to  the  publicly-stated  dissatisfaction  by  some  major 
railroad  unions  of  Congress'  involvement  in  the  settlement  of 
various  issues  in  the  last  round  of  negotiations,  some  of  the 
unions  have  indicated  they  may  abandon  their  long-running  practice 
of  national  bargaining  with  the  largest  freight  railroads.   Some 
carriers  also  have  indicated  they  may  not  participate  in  the 
national  bargaining  process.   The  last  round  of  national 
bargaining  involved  11  unions  and  98  rail  carriers.   The  carriers 
were  all  jointly  represented  by  the  National  Carriers'  Conference 
Committee  of  the  National  Railway  Labor  Conference  (NRLC) . 

Abandonment  of  the  national  bargaining  process  in  favor  of 
carrier-by-carrier  negotiations,  as  is  the  case  in  the  airline 
industry,  could  result  in  the  filing  of  more  than  1,000  individual 
railroad  mediation  cases  in  FY  1995.   Agreements  under  the  last 
round  of  national  bargaining  are  amendable  in  January  1995.   Under 
provisions  of  the  Railway  Labor  Act,  the  parties  are  expected  to 
engage  in  direct  negotiations  starting  about  60  days  earlier,  in 
November  1994.   There  are  no  clear  answers  or  projections  that  can 
be  made  at  this  time  concerning  the  continuation  or  abandonment  of 
national  bargaining  in  the  railroad  industry.   The  positions  of 
individual  rail  unions  and  carriers  still  are  evolving. 

Regardless  of  the  eventual  strategies  pursued  by  the  unions 
and  railroads,  the  first  six  months  of  FY  1995  will  see  a 
substantial  number  of  requests  from  the  parties  for  mediation  by 
the  National  Mediation  Board. 

In  the  airline  industry,  heavy  financial  losses  during  the 
past  four  years  by  virtually  all  major  carriers  precipitated  first 
a  slowdown  and  then  a  near  total  abandonment  of  past  business 
plans  geared  toward  expanding  domestic  and  international 
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operations  through  increases  in  aircraft  fleets  and  workforces. 
The  losses  and  shifting  business  strategies  have  increased  the 
difficulties  in  achieving  new  labor-management  agreements. 

Starting  in  1992  and  continuing  in  1993  and  the  early  months 
of  1994,  concessionary  labor  agreements  have  been  sought  by 
numerous  carriers,  including  American,  Delta,  Northwest,  Trans 
World  Airlines,  United  and  USAir.   In  some  cases  where  management 
has  been  successful  in  obtaining  significant  concessions,  notably 
at  Trans  World  Airlines  and  Northwest,  employee  groups  have 
gained,  in  exchange,  substantial  equity  stakes  in  their  carriers, 
plus  a  role  in  governing  company  operations  through  seats  on  the 
boards  of  directors. 

In  addition  to  the  industry's  renewed  trend  of  seeking 
employee  concessions,  several  major  carriers  have  forged  marketing 
and  code-sharing  agreements  with  non-U. S.  airlines.   These 
arrangements  have  included,  in  some  cases,  substantial  infusions 
of  cash  for  operations  and  paying  off  debt  in  exchange  for  equity 
stakes.   This,  in  turn,  has  increased  significantly  the  number  of 
U.S.  and  non-U. S.  airlines  with  cross-border  ownerships,  a  trend 
that  likely  will  accelerate  in  the  future  if  Congress  approves  a 
proposal  to  allow  foreign  ownership  of  up  to  49  percent  of  the 
voting  stock  in  a  U.S.  airline,  compared  to  the  current  25  percent 
limit.   The  proposal  is  part  of  the  Administration's  "Initiative 
to  Promote  a  Strong,  Competitive  Aviation  Industry,"  which  was 
unveiled  January  6,  1994  by  the  Department  .of  Transportation.   The 
initiative  incorporates  numerous  recommendations  made  earlier  by 
the  National  Commission  to  Ensure  a  Strong  and  Competitive  Airline 
Industry.   The  commission  was  created  to  study  the  many  problems 
facing  the  airline  and  aerospace  industries.  An  increase  in 
cross-border  investments,  which  has  widespread  support  in  the 
airline  industry,  could  nave  an  impact  on  future  U.S.  airline 
labor-management  negotiations  due  to  the  differences  in  interests, 
business  practices  and  cultures  of  the  various  investors. 

From  1990  through  1992,  the  major  airlines  suffered  a 
combined  net  loss  of  about  $10  billion  and  only  one  of  the  majors, 
Southwest,  was  profitable.   This  financial  situation  remained 
unchanged  until  the  April-through-June  quarter  of  1993,  when  some 
major  carriers  in  addition  to  Southwest  registered  relatively 
modest  net  profits.   Despite  additional  improvements  in  the  next 
three-month  period,  the  Air  Transport  Association,  the  airlines' 
trade  group,  announced  on  December  21,  1993  that  after  all  the 
carriers  reported  their  full-year  figures,  the  industry  still 
would  register  a  total  loss  of  about  $1  billion  for  the  12  months 
ending  December  31,  1993.  Beginning  in  1992,  and  continuing  in 
1993  and  also  in  1994  but  at  a  slower  pace,  there  were  numerous 
announcements  of  furloughs  and  layoffs  by  the  major  airlines.   As 
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part  of  the  industry's  efforts  to  reverse  its  lengthy  period  of 
financial  losses,  several  major  carriers  also  undertook  extensive 
reevaluations  of  their  domestic  routes  and  of  their  agreements 
with  their  regional  airline  feeder  carrier  partners.   Some  of  the 
latter  are  owned  by  the  majors  and  some  are  independent  operators. 
The  trends  of  concessionary  agreements,  contraction  of  operations, 
adoption  of  new  business  strategies  and  changes  in  relations  with 
regional  "feeder"  airlines  have  increased  the  difficulty  and 
complexity  in  negotiating  contracts  at  both  large  and  small 
airlines. 

For  example,  some  major  carriers  already  have  implemented  or 
announced  plans  to  eliminate  large  jet  aircraft  service  between 
various  cities  in  favor  of  substitute  service  provided  by  their 
regional  feeder  carriers,  which  operate  smaller  jet  or  turboprop 
aircraft.   During  the  mid-  and  late- 198  0s,  when  the  major  carriers 
pursued  aggressive  expansionist  strategies,  employees  of  most 
regional  carriers,  especially  pilots,  viewed  their  jobs  as 
transitional  stops  to  higher-paid  positions  at  the  larger 
carriers.   Today,  however,  many  employee  groups  at  the  feeder 
carriers  have  taken  a  position  that  their  members  may  have  to  make 
a  career  of  working  for  the  smaller  airlines.   This  has  increased 
significantly  the  interest  and  desires  of  these  employees  in 
improving  their  pay  rates  and  work  rules,  as  well  as  health  and 
welfare  benefits  and  pensions,  adding  to  the  difficulty  and 
complexity  in  achieving  mutually  acceptable  new  labor  contracts 
with  their  managements. 

Despite  the  problems  faced  by  the  Board,  there  were  many 
accomplishments  in  fiscal  1993,  which  was  a  relatively  successful, 
as  well  as  busy,  period.   There  were  peaceful  resolutions  of  a 
number  of  labor  disputes  through  mediation  of  new  labor-management 
contracts  at  numerous  airlines  and  railroads.   The  number  of 
requests  for  mediation  during  FY  1993  was  slightly  higher  than  a 
year  earlier.   Cases  closed,  however,  were  substantially  fewer, 
primarily  due  to  the  sizable  number  of  railroad  cases  that  were 
closed  the  previous  year  after  national  bargaining  was  concluded. 
The  number  of  airline  and  railroad  employee  representation  cases, 
both  received  and  resolved,  were  moderately  higher  in  FY  1993  than 
a  year  earlier. 
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The  following  table  provides  the  actual  mediation  and 
representation  caseloads  for  FY  1993  and  estimated  caseloads  for 
FY  1994  and  FY  1995. 


Mediation  cases: 

Pending,  start  of  year 

Received  during  year 

Closed  during  year 

Pending,  end  of  year 

Representation  cases; 

Pending,  start  of  year 

Received  during  year 

Closed  during  year 

Pending,  end  of  year 

FOIA  requests  received 

Investigation  cases  closed. 


CASELOAD 

1993 

1994 

1995 

Actual 

Estimate 

Estimate 

164 

122 

142 

65 

100 

100 

107 

80 

80 

122 

142 

162 

20 

21 

21 

78 

70 

70 

77 

70 

70 

21 

21 

21 

45 

65 

65 

30 

25 

25 

FISCAL  YEAR  1993 


A. 


MEDIATION 


The  Board's  pending  mediation  caseload  at  the  end  of  FY  199  3 
—  122  —  was  down  from  164  at  the  same  point  a  year  earlier  and 
was  the  lowest  level  in  more  than  a  decade.   The  pending  caseload 
peaked  at  397  at  the  beginning  of  FY  1991,  at  the  height  of  the 
last  round  of  national  bargaining  in  the  railroad  industry.   As 
mentioned  earlier,  the  significant  decreases  in  caseloads  the  past 
two  years  reflect  the  completion  of  the  last  round  of  national 
bargaining  between  the  largest  freight  railroads  and  their  unions, 
followed  by  the  subsequent  resolution  of  numerous  other  railroad 
cases  that  realistically  awaited  the  outcome  of  the  national 
bargaining  process.   Similarly,  although  the  number  of  new 
mediation  cases  received  in  FY  1993  —  65  —  was  modestly  higher 
than  the  58  docketed  a  year  earlier,  the  numbers  for  both  years 
were  significantly  lower  than  normal,  because  of  the  large  number 
of  cases  directly  or  indirectly  tied  to  the  national  bargaining 
process  in  the  railroad  industry. 

Through  the  first  three  months  of  FY  1994,  the  Board 
docketed  12  new  mediation  cases  and  resolved  19. 
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Railroads.   FY  1993  railroad  mediation  cases  were 
highlighted  by  the  successful  conclusion  of  a  long-running  and 
extremely  contentious  dispute  between  Burlington  Northern  Railroad 
(BN)  and  the  United  Transportation  Union  (UTU) .   At  the  heart  of 
the  dispute,  which  dated  back  to  1988  when  the  last  round  of 
national  bargaining  in  the  industry  officially  began,  was  crew 
consist  —  train  crew  sizes  —  on  what  commonly  is  called  BN's 
northern  tier  lines. 

The  Board  entered  the  case  in  July  1992.   These  negotiations 
were  conducted  separately  from  the  last  round  of  national 
bargaining  and  affected  about  3,600  UTU-represented  conductors, 
brakemen  and  yard  workers.   Crew-consist  agreements  were 
implemented  on  most  major  freight  carriers  after  congressional 
legislation  ended  a  less  than  one-day  nationwide  rail  strike  in 
1991  by  imposing  recommendations  made  by  Presidential  Emergency 
Board  No.  219.   PEB  219  was  created  to  help  resolve  unsettled 
issues  in  the  last  round  of  national  bargaining  and  its 
recommendations  included  binding  arbitration  of  the  crew  consist 
issue  where  voluntary  agreements  could  not  be  reached.   The  BN  and 
UTU  reached  such  an  agreement  in  October  1991  covering  BN's  UTU- 
represented  workers  over  two-thirds  of  the  carrier's  system  called 
BN's  southern  lines. 

Settlement  of  the  issues  on  BN's  northern  tier  lines  eluded 
all  efforts  until  March  7,  1993,  when  a  tentative  agreement  was 
achieved  following  14  consecutive  days  of  intense  mediation 
assisted  by  the  Board  Chairman.   On  May  18,  1993,  UTU  officials 
announced  the  agreement  had  been  overwhelmingly  ratified  by  its 
affected  members.   Prior  to  the  agreement,  BN  officials  said  the 
larger  crew  sizes  on  its  northern  lines  represented  an  additional 
$100  million  a  year  in  costs.   The  agreement  effectively  allowed 
BN  to  operate  many  freight  trains  with  only  a  conductor  and 
engineer.   Among  other  things,  the  agreement  provided  severance 
payments  of  up  to  $80,000  for  those  who  voluntarily  agreed  to 
leave  the  railroad  during  the  first  30  days  after  the  agreement 
took  effect. 

Despite  direct  negotiations  and  extensive  mediation  efforts, 
the  Board  was  unable  to  settle  four  cases  on  the  Long  Island  Rail 
Road  (LIRR)  during  FY  1993.   The  LIRR  and  many  of  its  unions  have 
a  long  history  of  difficulties  in  reaching  new  agreements.   Many 
commuter  railroads  interact  with  Class  I  freight  railroads,  such 
as  Conrail,  and  also  with  passenger-carrying  Amtrak.   A  strike  on 
a  commuter  railroad,  therefore,  also  can  disrupt  substantial 
freight  and  passenger  service  beyond  the  commuter  railroad 
directly  involved. 
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Part  of  the  problem  in  these  cases  is  that  fare  revenues 
typically  cover  only  a  portion  of  the  costs  needed  to  operate  such 
carriers  and  the  deficit  normally  is  offset  by  subsidies  from 
state  and  local  authorities,  as  well  as  from  the  Federal 
government.   Numerous  factors  have  caused  budgetary  problems  for 
many  states  and  local  authorities  which  have  forced  these  entities 
to  be  more  restrictive  in  approving  subsidies  for  most  types  of 
services.   The  limitations  on  state  and  local  funds,  combined  with 
multi-layered  authority  and  control  over  the  operations  of  most 
commuter  lines,  cause  most  negotiations  involving  these  carriers 
to  be  difficult  and  often  protracted. 

Airlines.   After  registering  three  consecutive  years  of  huge 
financial  losses,  airline  industry  officials  and  Wall  Street 
analysts  initially  projected  the  overall  industry  might  return  to 
profitability  in  calendar  1993.   Actual  results,  however,  fell 
short  of  these  projections,  as  mentioned  earlier.   According  to 
the  Air  Transport  Association  (ATA),  the  industry's  trade  group, 
the  industry  suffered  combined  net  losses  of  $3.9  billion  in 
calendar  1990,  $1.9  billion  in  1991  and  slightly  more  than  $4 
billion  in  1992.   The  ATA's  December  1993  projection  that  the  net 
loss  for  calendar  1993  would  "exceed  $1  billion"  indicated  some 
improvement  last  year.   Some  analysts,  though,  have  projected  that 
the  overall  industry  still  will  not  show  a  net  profit  until  1995. 

In  FY  1993,  the  Board  docketed  16  airline  mediation  cases, 
one  less  than  during  the  year-earlier  period.   Despite  the 
industry's  lengthy  and  continuing  financial  problems,  the  Board 
successfully  resolved  13  airline  mediation  cases  in  FY  1993.   That 
compared  with  29  cases  resolved  in  the  previous  12-month  period, 
when  more  contracts  were  amendable. 

Fast-changing  labor-management  relations  at  regional 
carriers,  caused  in  part  by  the  major  airlines'  contraction  of 
their  operations  and  workforce  cutbacks,  have  had  differing 
effects  on  regional  airlines.   As  mentioned  earlier,  employees  at 
regional  carriers,  many  of  which  are  either  wholly  or  partly  owned 
by  the  major  carriers,  or  they  are  independently  owned  and  have 
code-sharing  marketing  agreements  with  them,  no  longer  view  their 
jobs  as  being  "transitional"  stepping  stones  to  positions  at  the 
bigger  carriers.   In  apparent  realization  that  they  may  make  a 
career  of  working  for  the  smaller  carriers,  employees  at  the 
regionals,  especially  pilots,  now  seek  substantial  improvements  in 
their  pay  rates  and  work  rules,  as  well  as  in  health  and  welfare 
benefits  and  pensions. 
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Airline  contracts  amendable  in  FY  1994  and  FY  1995  include: 


Maiors; 


nationals; 

peqjpnals; 


Majors; 
Nationals; 

Reoionals; 


Majors; 
Nationals; 

Regional? ; 

Misc.; 


Pilots 


Carriers 


American  Airlines 
Delta  Airlines 
Northwest  Airlines 
Southwest  Airlines 
United  Airlines 
Trans  World  Airlines 
Airborne  Express 
Aloha  Airlines 
Hawaiian  Airlines 
CCAir 

Mesaba  Aviation 
Scenic  Airlines 


Flight  Attendants 


Carriers 


Northwest  Airlines 

Trans  World  Airlines 

Atlantic  Southeast  Airlines 

Hawaiian  Airlines 

Horizon  Air 

Atlantic  Coast  Airlines 

CCAir 

Ross  Aviation 

WestAir  Commuter  Airlines 


Mechanics  &  Related 


Carriers 


American  Airlines 
Southwest  Airlines 
Trans  World  Airlines 
United  Airlines 
United  Parcel  Services 
Aloha  Airlines 
Comair,  Inc. 
Hawaiian  Airlines 
Horizon  Air 
Henson  Aviation 
Ross  Aviation 
Dal fort  Corp. 


Contract 
Amendable  Date 

08/31/94 
01/01/95 
08/01/96 
08/31/94 
11/30/94 
09/01/95 
07/31/95 
04/30/94 
10/31/94 
10/15/94 
09/30/95 
08/25/94 


Contract 
Amendable  Date 

08/02/96 
09/01/95 
06/01/94 
10/31/94 
04/20/94 
11/30/93 
05/15/94 
01/15/94 
11/30/94 


Contract 

Amendable  pate 

03/01/95 
08/16/95 
09/01/95 
11/30/94 
07/31/95 
10/31/93 
10/09/93 
10/31/94 
01/10/95 
05/31/94 
01/15/94 
07/01/95 
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Others 


Carriers 


Majors: 


Nationals: 


Reaionals; 

Non-U. S. 
Airlines: 


American,  Fit.  Engineers 
American,  Fit.  Dispatchers 
American,  Stock  Clerks 
American,  Fit.  Ground 

School  Instructors 
American,  Fit.  Simulator 

Technicians 
American,  Meteorologists 
American,  Guards 
British  Airways,  Fit. 

Dispatchers 
British  Airways,  Teletype 
British  Airways,  Fleet  & 

Passenger  Service 
British  Airways,  Engineers 
Continental  Airlines,  Fit. 

Dispatchers 
Southwest,  Fleet  Service 
Southwest,  Passenger  Service 
Southwest,  Fit.  Ground 

School  Instructors 
TWA,  Flight  Dispatchers 
TWA,  Passenger  Service 
TWA,  Stock  Clerks 
TWA,  Flight  Kitchen 
TWA ,  Guards 

United,  Fit.  Dispatchers 
United,  Stock  Clerks 
United,  Fit.  Kitchen 
United,  Guards 
United,  Meteorologists 
Aloha,  Office  Clerical, 

Fleet  &  Pass.  Service 
Comair,  Stock  Clerks 
Flagship  Airlines, 

Fit.  Dispatchers 
Hawaiian,  Fit.  Dispatchers 
Hawaiian,  Office  Clerical, 

Fleet  &  Pass.  Service 
Air  Wisconsin,  Fit.  Dispatchers 
Ross  Aviation,  Office  Clerical 

Mexicana  Airlines, 
Teletype 


Contract 
Amendable  P»te 

08/31/94 
03/01/95 
03/01/95 

03/01/95 

03/01/95 
03/01/95 
01/01/95 

12/31/93 
12/31/93 

12/31/93 
12/31/93 

12/31/93 
12/31/94 
02/28/94 

12/31/94 
09/01/95 
09/01/95 
09/01/95 
09/01/95 
09/01/95 
11/30/94 
11/30/94 
11/30/94 
02/28/95 
02/28/95 

10/31/93 
10/09/93 

08/08/95 
10/31/94 

10/31/94 
10/01/94 
12/06/93 


12/31/94 
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Mexicana,  Office  Clerical, 
Fleet  &  Pass,  Service 

Mexicana,  Sales 
Representatives 

Philippine  Airlines, 
Office  Clerical, 
Fleet  &  Pass.  Service 


12/31/94 
12/31/94 

12/31/93 


United 's  board  of  directors  and  the  unions  representing  the 
carrier's  pilots'  and  mechanics  and  related  workers  have  a  pending 
agreement  that  would  give  employees  a  majority  equity  ownership 
stake  in  United  in  exchange  for  about  $5  billion  in  wage  and  work 
rule  concessions.   If  the  agreement  is  consummated,  the  current 
contract  amendable  dates  for  each  involved  union  would  be 
extended.   The  agreement  was  approved  January  26,  1994,  by  the 
IAM,  which  represents  the  carrier's  mechanics  and  related 
employees,  and  was  endorsed  a  day  later  by  ALPA's  Master  Executive 
Council  at  United,  which  represents  the  carrier's  pilots.   AFA, 
which  represents  United 's  flight  attendants,  was  negotiating  with 
the  company  in  late  January  1994  to  participate  in  the  proposed 
employee  buyout  of  the  carrier.   As  outlined  in  December  1993,  all 
necessary  documentation  would  have  to  be  completed  by  March  15, 
1994,  with  the  transaction  subject  to  shareholder  approval  by 
August  31,  1994. 


B. 


REPRESENTATION 


Employee  representation  cases  traditionally  require  a 
significant  amount  of  the  Board's  resources  and  FY  1993  and  the 
early  months  of  FY  1994  were  no  exceptions.   Except  for  a  surge  in 
FY  1989,  the  number  of  cases  received  and  resolved  has  remained  at 
a  relatively  constant  annual  level  since  the  start  of  the  1980s. 
This  has  occurred  even  though  both  the  airline  and  railroad 
industries  have  been  among  the  most  heavily  organized  and 
unionized  for  many  years.   The  process  of  consolidation  and  asset 
sales  in  recent  years  in  the  airline  industry,  coupled  with  the 
sharp  increase  in  the  number  of  regional  and  small  railroads 
formed  during  the  last  decade,  have  figured  prominently  in 
employee  representation  disputes  filed  with  the  Board. 

The  Board's  representation  caseload  during  FY  1993,  compared 
to  the  previous  fiscal  year,  is  as  follows: 


Airline  cases: 
Received 
Resolved 
Pending  end  of  year 


»,*•  :■*«*« 


FY  1993 

FY  1992 

43 

36 

45 

38 

11 

11 
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FY  1993  FY  1992 
Railroad  cases: 
Received                                 35  27 

Resolved  34  33 

Pending  end  of  year  10  9 

The  increases  in  both  airline  and  railroad  representation 
cases  filed  in  FY  1993  are  attributable  mainly  to  stepped  up  union 
organizing  activities  at  regional  airlines,  and  at  regional  and 
short-line  railroads. 

Most  of  the  34  railroad  employee  representation  cases 
resolved  during  FY  1993  involved  relatively  few  employees  compared 
to  most  airline  representation  cases.   Eleven  of  these  cases 
stemmed  from  a  complex  and  long-running  dispute  between  several 
unions  and  what  commonly  is  known  as  the  Guilford  Railroad 
Division  of  Guilford  Transportation  Industries  (GTI) .   These  cases 
were  mentioned  in  the  Board's  budget  submission  a  year  ago  but 
were  not  closed  until  FY  1993.   They  stemmed  from  events  in  1986 
and  1987  when  GTI  leased  three  wholly-owned  railroads  —  the 
Boston  &  Maine  Corporation  (B&M) ,  Maine  Central  Railway  (MEC)  and 
Portland  Terminal  (PT)  —  to  Springfield  Railway  Company  Terminal 
(ST) ,  another  GTI  wholly-owned  subsidiary. 

In  the  Florida  East  Coast  Railroad  (FEC)  case  mentioned 
briefly  in  the  General  Statement  of  this  budget  request,  the  UTU 
on  July  6,  1993  filed  applications  to  represent  FEC's  Trainmen  and 
Enginemen.   The  investigations  and  eventual  Board  determinations 
involved  in  this  case,  which  some  called  precedent-setting,  could 
have  a  widespread  impact  on  future  employee  representation  cases 
involving  relatively  small  railroads,  according  to  most 
assessments. 

First  some  background.   In  the  early  1960s,  FEC  was  involved 
in  a  bitter  contract  dispute  that  resulted  in  a  lengthy  strike  by 
several  unions.   The  unions  eventually  abandoned  the  strike  after 
the  carrier  hired  permanent  replacements  for  the  strikers  and 
unilaterally  implemented  new  wage  and  work  rules.   There  was  no 
union  representation  at  the  carrier  until  the  late  1970s,  when  the 
independent  Florida  Federation  of  Railroad  Employees  (FFRE) 
applied  for  and  was  certified  as  the  collective  bargaining  agent 
for  most  FEC  employees  in  what  the  carrier  calls  its 
transportation  department. 

A  staff  mediator  assigned  to  investigate  the  mid-1993 
applications  initially  ruled  that  Board  determinations  in  the  late 
1970s  and  early  1980s  had  designated  four  crafts  or  classes  to 
cover  FEC's  train  and  engine  seryj^e^mployees:  (1)  Trainmen 
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(Trainmen  were  called  "Road  Brakemen") ;  (2)  Locomotive  Engineers; 
(3)  Road  Conductors;  and  (4)  Yard  Conductors  and  Yard  Trainmen. 
UTU  subsequently  amended  its  applications  to  seek  elections  to 
represent  FEC's  "Road  Conductors"  and  "Yard  Conductors  and  Yard 
Trainmen."   However,  FEC  management  appealed  in  September  1993  the 
mediator's  initial  ruling  and  urged  the  Board  to  reconsider  the 
perpetuation  of  historical  craft  lines  for  its  operations.   The 
carrier  asserted  that  it  cross-utilized  the  approximately  250 
employees  in  its  transportation  department  "to  an  unprecedented 
degree"  and  requested  that  "there  be  one  overall  craft  or  class  of 
transportation  employees." 

Neither  the  UTU  nor  the  FFRE  objected  to  a  single  craft  or 
class  consisting  of  Engineers,  Trainmen  and  Conductors.   There 
also  were  no  challenges  by  either  labor  organization  to  evidence 
submitted  by  FEC  in  support  of  its  request.   Perpetuating  historic 
industry  crafts  or  classes  on  smaller  carriers  that  feature  a 
significant  degree  of  cross-utilization  of  employees  could  result 
in  artificial  fragmentation  of  the  employees  along  traditional 
craft  or  class  lines.   Cross-training  and  cross-utilization  of 
employees  on  smaller  railroads  also  appear  to  be  increasing. 

An  additional  investigation  by  the  mediator  included  a 
preponderance  check  of  employees'  hours  and  work  schedules  to 
determine  whether  and  to  what  extent  employees  in  the  four 
previously  designated  crafts  or  classes  are  cross-utilized.   This 
disclosed,  among  other  things,  that  FEC  maintained  a  single 
seniority  roster  for  all  employees  in  the  four  designated  crafts 
or  classes,  as  well  as  a  separate  "Qualification  Certificate"  for 
each  employee.   Besides  being  on  a  single  seniority  list,  the 
employees  also  all  received  the  same  benefits  and  they  could  bid, 
according  to  seniority,  on  all  jobs  for  which  they  were  qualified. 
Further,  an  existing  contract  between  FEC  and  FFRE  covered  only 
Locomotive  Engineers  and  Road  Conductors,  but  its  terms  were 
applied  to  all  of  the  carrier's  train  and  engine  service 
employees.   The  agreement  permitted  cross-utilization  among  the 
train  service  employees  and  they  were  cross-utilized  routinely. 

On  November  4,  1993,  the  Board  issued  an  order  that  all  FEC 
employees  working  as  "trainmen,"  "conductors,"  and/or  "locomotive 
engineers"  were  included  in  a  craft  or  class  of  Train  and  Engine 
Service  Employees  and  authorized  an  election  with  ballots  counted 
on  November  21,  1993.   Virtually  all  of  the  employees  participated 
in  the  election.   Out  of  262  eligible  voters,  the  UTU  received  152 
votes  and  FFRE  69,  and  the  UTU  was  certified  as  the  new  collective 
bargaining  agent  for  the  employees. 
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C.  HEARING  ACTIVITIES 

During  FY  1993,  two  sets  of  oral  hearings  were  held.   A 
hearing  officer  conducted  approximately  twelve  days  of  oral 
hearings  concerning  whether  four  wholly-owned  subsidiaries  of 
American  Eagle,  Inc.  (Executive  Airlines,  Inc.,  Flagship  Airlines, 
Inc.,  Wings  West  Airlines,  Inc.,  and  Simmons  Airlines,  Inc.) 
comprise  a  single  transportation  system  for  representation 
purposes  under  the  Railway  Labor  Act.   In  August  1993,  a  hearing 
officer  also  conducted  oral  hearings  on  whether  Fox  River  Valley 
Railroad  and  Green  Bay  and  Western  Railroad  operate  as  Fox  Valley 
&  Western  and  comprise  a  single  transportation  system. 

More  days  of  oral  hearings  concerning  the  American  Eagle 
subsidiaries  will  be  held  in  FY  1994.   Due  to  the  expanded 
complexity  of  NMB  matters,  the  Board  anticipates  a  material 
increase  in  the  number  of  oral  hearings  and  oral  argument 
proceedings  in  representation  cases  in  fiscal  years  1994  and  1995. 

D.  LEGAL  ACTIVITIES 

The  General  Counsel's  office  closed  17  litigation  cases  in 
FY  1993.   It  is  projected  that  22  cases  will  be  closed  in  fiscal 
years  1994  and  1995.   The  recent  cases  predominantly  have  involved 
complex  pleadings,  including  some  issues  not  previously  before  the 
courts,  requiring  proportionately  greater  staff  resources  per 
case.   Other  than  suits  associated  with  the  arbitration  process, 
the  Board's  representation  responsibilities  again  accounted  for 
the  largest  category  of  litigation  activity  in  FY  1993.   Complex 
cases  concerning  the  Board's  authority  to  resolve  representation 
issues  arising  out  of  mergers  and  acquisitions  in  the  railroad 
industry  have  required  substantial  staff  legal  resources. 

The  General  Counsel  manages  the  Board's  Freedom  of 
Information  Act  (FOIA)  program,  including  the  preparation  of 
recommended  dispositions  for  the  Chairman  and  Executive  Director, 
as  well  as  the  handling  of  any  litigation  concerning  the  FOIA.   A 
total  of  45  requests  for  access  to  NMB  records  were  filed  during 
FY  1993.   It  is  projected  that  65  will  be  filed  during  fiscal 
years  1994  and  1995.   The  General  Counsel's  office  also  is 
responsible  for  a  variety  of  other  programs.   Such  activities 
include  legal  advice  to  the  Members  of  the  Board,  as  well  as 
responsibilities  under  the  Ethics  in  Government  Act,  the 
Government  in  Sunshine  Act,  the  Occupational  Safety  and  Health  Act 
and  ad  hoc  assignments. 
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ftfJftT.VSTS    OF    TRAVEL 

Under  the  RLA,  the  National  Mediation  Board  maintains  its 
office  in  the  District  of  Columbia.   All  operations  are  directed 
from  Washington,  D.C.   No  mediatory  field  offices  are  maintained, 
resulting  in  a  considerable  saving  to  the  Government.   Field 
mediators  travel  throughout  the  country  to  meet  the  needs  of  the 
Board  in  providing  services  as  mandated  by  the  Railway  Labor  Act. 
The  ability  to  travel  is  crucial  to  the  mission  of  this  agency. 

For  FY  1995,  the  Board  is  requesting  $340,000  for  travel 
expenses.  The  following  table  reflects  actual  travel  days  for 
1992  and  1993,  and  estimates  for  1994  and  1995. 


Total 

Cost  per 

Travel 

Travel 

Travel 

Number 

Of 

Days  per 

FY 

Days 
1,027 

Dav 

Total  * 
239,000 

Travelers 
29 

Traveler 

1992 

232.72 

35 

1993 

812 

293.10 

235,000 

27 

30 

1994 

1,133 

300.00 

340,000 

30 

38 

1995 

1,133 

300.00 

340,000 

30 

38 

Also  includes  administrative  travel  cost,  such  as  training, 
and  travel  incurred  in  assisting  emergency  board  members. 


INFORMATION  TECHNOLOGY  SYSTEMS 

Purina  FY  1993.  significant  progress  was  made  to  expand  and 
enhance  NMB  computer  operations  despite  the  impact  of  the  move  of 
agency  headquarters.   As  reported  last  year,  the  Board  is 
proceeding  to  convert  its  mini-based  database  management  systems 
to  LAN-based  applications.   And,  in  conjunction  with  the 
headquarters  move,  a  totally  new  PBX  telephone  system  was 
installed  with  fully  integrated  voice  mail,  public  address,  call 
directory,  and  dictation  systems. 

Also,  a  new  mediatory  case  tracking  system  has  been 
designed  and  installed,  and  a  LAN-based  accounting  system  has  been 
implemented  under  a  cross-service  contract  through  the  Treasury 
Department's  Financial  Management  Service  with  an  integrated 
arbitration  case  tracking  system  and  procurement  software  package. 
A  new  automated  balloting  system  has  been  installed,  and  a  file 
labelling  and  tracking  system  was  implemented. 
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The  Board  upgraded  its  LAN  management  system,  converted  all 
its  workstations  to  DOS  6.0,  the  latest  version  of  personal 
computer  (PC)  operating  systems,  and  upgraded  many  of  its  PCs. 
All  mediators  were  provided  with  portable  PC  modems  to  provide  for 
electronic  reporting  of  cases  on  a  more  timely  basis,  and 
facsimile  machines  to  ensure  instant  responses  between  the 
mediators  and  the  Washington,  DC  offices.   In  total,  all  the  FY 

1993  objectives  have  been  met. 

In  FY  1994.  one  major  initiative  will  be  the  procurement 
and  implementation  of  an  optical  system  that  is  expected  to 
provide  computer  access  to  the  Board's  determinations  which  are 
now  paper-based.   An  optical  system  will  facilitate  retrieval  of 
pertinent  project  information  and  the  production  of  annual  volumes 
through  the  Government  Printing  Office.   Expanded  use  and  other 
enhancements  to  the  various  new  LAN-based  systems  noted  above  are 
on  the  agenda  for  FY  1994.   This  will  include  providing  our  field- 
based  mediators  with  direct  access  to  the  new  case  tracking 
system. 

In  FY  1995.  we  intend  to  phase  out  the  HP-3000  mini- 
computer.  The  Board  expects  to  expand  optical  reader  capabilities 
to  include  collective  bargaining  agreements  and  arbitration 
awards.  Associated  with  the  optical  text-search  system,  the  Board 
will  install  CD-ROM  equipment  in  selected  workstations  for 
internal  use,  and  expects  to  enhance  its  service  to  the  public  by 
facilitating  public  access  to  NMB-generated  data.   Additionally, 
the  Board  expects  to  upgrade  its  present  computer  operating 
systems  to  a  fully  integrated  system. 

The  cost  of  operating  these  automated  information  systems 
(AIS) ,  both  new  and  existing,  is  estimated  to  be  $450,000  in  FY 

1994  and  $484,000  in  FY  1995. 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 


Activity  2.   Emergency  Boards. 


(1993,  $317,000) 
(1994,  $400,000) 
(1995,  $400,000) 


Narrative  Description  of  Program 

Under  the  terms  of  section  160  of  the  Railway  Labor  Act,  if  a 
dispute  between  a  carrier  and  a  labor  organization  threatens  to 
interrupt  interstate  commerce,  the  President  may  create  an 
emergency  board  to  investigate  and  report  to  him  on  the  dispute 
within  30  days.   These  boards  serve  a  major  purpose  in  focusing 
attention  on  issues  involved  in  contract  disputes  which  could 
seriously  disrupt  the  economy  of  the  nation.   The  parties  are 
allowed  adequate  time  to  consider  the  emergency  board's  report  and 
resolve  their  differences  based  upon  the  objective  recommendations 
of  the  impartial  board. 

In  several  instances  in  the  past  when  the  parties  failed  to 
resolve  their  differences  after  an  emergency  board  completed  its 
report,  the  President  introduced  or  Congress  initiated  legislation 
that  led  to  Congressionally- imposed  settlements.   Final  resolution 
of  these  disputes  normally  were  patterned  on  the  findings  of  the 
emergency  board  involved. 

The  compensation  of  emergency  board  members  is  fixed  by  the 
President  with  a  maximum  rate  specified  by  law.   An  emergency 
board  may  be  composed  of  such  number  of  persons  as  the  President 
designates. 

The  Northeast  Rail  Service  Act  of  1981  amended  the  Railway 
Labor  Act  by  adding  section  159A  which  provides  a  different 
emergency  dispute  procedure  for  publicly- funded  and  publicly- 
operated  commuter  railroads  and  their  employees.   If  a  dispute  is 
not  resolved  under  the  mediation  and  arbitration  sections  of  the 
RLA,  any  party  to  the  dispute,  or  the  Governor  of  the  state  where 
the  dispute  exists,  may  request  the  President  to  establish  an 
emergency  board.   The  President  is  required  to  establish  an 
emergency  board  upon  such  request.   If  no  settlement  is  reached 
within  60  days  following  the  creation  of  this  board,  the  National 
Mediation  Board  is  required  to  conduct  a  public  hearing  on  the 
dispute.   Should  there  still  be  no  settlement  120  days  after  the 
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creation  of  the  emergency  board,  any  party  may  request  the 
establishment  of  a  second  emergency  board.   Under  this  section,  a 
status  quo  period  could  be  in  effect  for  more  than  240  days  from 
the  time  when  the  first  emergency  board  was  created.   See  page  25 
for  a  schematic  describing  the  section  159A  procedure. 

Purina  FY  1993.  no  emergency  boards  were  created. 

In  FY  1994.  one  emergency  board  has  been  created  as  of 
December  21,  1993  under  section  159a  of  the  Act.   The  parties 
involved  were  the  Long  Island  Rail  Road  and  the  United 
Transportation  Union.   See  page  30  for  more  details.   The 
Mediation  Board  cannot  precisely  predict  the  number  of  emergency 
boards  that  may  be  created  during  any  given  year.   A  number  of 
factors  are  involved  in  making  estimates,  particularly  economic 
conditions  on  both  the  national  and  local  levels.   Estimates  are 
based  on  past  experience. 

The  amount  of  $400,000  is  available  during  FY  1994  for 
emergency  boards.   Unused  funds  will  lapse. 

In  FY  1995.  the  estimate  is  for  five  emergency  boards.   The 
Board  is  requesting  a  contingency  amount  of  $400,000  to  cover 
expenses  of  these  boards.   Unused  funds  will  be  returned  to  the 
Treasury. 

HiabffiC  0t   Boards  Created 

1993        1994        1995 
Actual     Estimate    Estimate 

Emergency  (sec.  160) 0  0  2 

Emergency  (sec.  159a) 0  3  3 
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NATIONAL  MEDIATION  BOARD 

SALARIES  AND  EXPENSES 

Activity  3.  Arbitration  Services 

(1993,  $2,335,000,  FTE  6) 
(1994,  $2,996,000,  FTE  5) 
(1995,  $2,338,000,  FTE  5) 

Narrative  Description  of  Program 

Under  the  Railway  Labor  Act  (RLA) ,  a  number  of  arbitration 
services  are  made  available  to  management  and  to  the  labor 
organizations.   These  services  include  the  adjustment  of  railroad 
grievances  under  section  153  of  the  RLA,  the  enforcement  of 
certain  provisions  of  the  Northeast  Rail  Service  Act  of  1981 
(NERSA) ,  the  establishment  of  arbitration  boards  under  section 
155,  Third  (a)  and  section  157  of  the  RLA,  and  the  provision  of 
panels  of  arbitrators  for  airline  system  boards  of  adjustment 
under  section  184  of  the  RLA.   A  total  of  $2,338,000  is  requested 
for  all  arbitration  services.   A  detailed  description  and  amount 
requested  for  each  follows. 

Arbitration  Boards  Under  Section  157  . 

The  Board  is  requesting  $175,000  for  these  boards  and 
factfinding  panels  in  FY  1995.   The  amount  requested  is  the  same 
as  available  during  FY  1994  for  arbitrators'  salaries  and  travel. 

Carriers  and  labor  organizations  occasionally  have  signed 
agreements  providing  for  binding  arbitration  of  unresolved  issues 
in  major  disputes  even  in  advance  of  contract  negotiations.   In 
other  cases,  the  parties  agree  to  submit  their  collective 
bargaining  disputes  to  interest  arbitration  during  negotiations, 
or  after  a  proffer  of  arbitration  by  the  Board.   Generally, 
arbitration  boards  consist  of  three  members,  a  representative  of 
the  carrier,  one  of  the  labor  organization  and  a  third  neutral 
member.   The  compensation  of  the  neutral  member  is  fixed  and  paid 
by  the  National  Mediation  Board.   The  duration  of  an  arbitration 
board  may  overlap  more  than  one  fiscal  year. 

In  FY  1993,  seventeen  (17)  arbitration  boards  were  created 
under  sections  155.3(a)  and  157  of  the  Act.   Thirty-thousand 
dollars  was  obligated  to  fund  arbitration  boards  that  convened  in 
FY  1993  exclusive  of  administrative  costs.   We  anticipate  that 
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there  will  be  20  arbitration  boards  established  in  FY  1994  and  20 
established  in  FY  1995. 

Provisions  of  NERSA  require  the  establishment  of  factfinding 
panels  on  Conrail  although  no  specific  time  frame  is  provided  by 
the  statute.   In  FY  1993,  no  factfinding  panels  were  established. 

Arbitration  Panels 

Emergency  Board  No.  219,  established  during  FY  1990, 
submitted  its  report  during  FY  1991.   Terms  of  the  recommendations 
set  the  stage  for  the  use  of  arbitrators  to  resolve  disputes  in  11 
main  areas.   A  key  area  deals  with  the  issue  of  the  manning  of 
train  crews  (crew  consist) .   Under  the  recommendations,  if  agree- 
ments dealing  with  this  issue  were  not  concluded  by  October  31, 
1991,  the  carriers  and  the  union  involved  had  to  submit  the  issue 
to  binding  arbitration  with  a  decision  rendered  by  December  31, 
1991. 

The  NMB's  role  in  this  specific  process  included  the 
screening  of  qualified  private  arbitrators  to  sit  on  panels  to 
settle  unresolved  issues  in  the  specified  contractual  areas.   In 
FY  1992,  nineteen  (19)  panels  consisting  of  ninety-five  (95) 
different  arbitrators  were  provided  to  the  parties  pursuant  to 
their  written  requests.   One  panel  concerned  Contract 
Interpretation;  one  panel  involved  Health  and  Welfare;  two  panels 
involved  Regional  System  Gangs;  and  15  panels  involved  Crew 
Consist.   In  fiscal  year  1993,  one  additional  panel  of  three  (3) 
arbitrators  involving  crew  consist  was  established.   The  cost  of 
these  arbitrators  and  their  expenses  were  paid  by  the  parties.   In 
fiscal  year  1994,  we  anticipate  providing  three  (3)  panels  under 
EB  219. 

Interstate  Commerce  Commission/Labor  Protective  Provisions 

During  FY  1993,  the  Board  received  thirteen  (13)  requests 
from  the  railroad  industry  involving  the  Interstate  Commerce  Act 
labor  protective- type  disputes.   In  some  instances  the  Board 
appointed  the  arbitrator  and  in  other  instances  provided  panels  of 
potential  arbitrators  depending  upon  the  parties'  request.   We 
anticipate  that  16  requests  will  be  received  in  FY  1994  and  16  in 
FY  1995.   The  costs  of  the  arbitrators  and  their  related  expenses 
will  be  paid  by  the  parties. 

Airline  System  Boards  of  Adjustment 

Unlike  the  railroad  industry  and  its  employees,  no  national 
adjustment  board  exists  for  the  arbitration  of  airline  contract 
grievances.   The  Railway  Labor  Act,  as  amended,  provides  for  the 
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establishment  of  such  a  board,  if  judged  necessary  by  the  National 
Mediation  Board.   To  date,  this  has  not  been  considered  necessary. 

The  airlines  and  their  employees,  instead,  have  negotiated 
collective  bargaining  agreements  that  include  individual 
procedures  for  handling  contract  grievances  at  each  airline.  Final 
jurisdiction  for  resolving  these  disputes  rests  with  an  Airline 
System  Board  of  Adjustment. 

Agreements  between  airlines  and  employee  groups  usually 
provide  for  designation  of  neutral  referees  to  break  deadlocks. 
Where  the  parties  cannot  agree  on  a  neutral  to  serve  as  referee, 
the  National  Mediation  Board  is  asked  to  provide  a  panel  of 
arbitrators  from  its  Roster  of  Arbitrators.   The  neutral  selected 
is  compensated  solely  by  the  parties  and  serves  without  cost  to 
the  Federal  government.   In  FY  1994,  the  Board  estimates  that  13  0 
panels  of  arbitrators  will  be  requested  by  the  parties.   We 
estimate  that  the  same  number  of  panels  will  be  requested  by  the 
parties  in  FY  1995. 

The  estimates  that  follow  for  arbitration  boards  and  panels 
created  are  based  on  past  experience. 

Number  of  Boards  Created 


Arbitration  Boards 

(§155.3(a)  and  §157) 

Factfinding  Panels 

Arbitration  Panels 

(PL  102-29) 

Airline  SBA  Panels 

ICC  and  other  LPP  Panels. 


Adjustment  of  Railroad  Grievances  (PLB/SBA/NRAB) 

The  Board  is  requesting  $1,760,000  for  referees  salaries  and 
expenses,  and  $403,000  for  administrative  costs,  a  total  of 
$2,163,000.   Under  the  1934  amendment  to  the  Railway  Labor  Act, 
the  National  Railroad  Adjustment  Board  (NRAB)  was  created  to  hear 
and  decide  disputes  involving  railroad  employee  grievances  and 
questions  concerninq  the  application  and  interpretation  of  rules. 

The  NRAB  is  composed  of  four  divisions  in  which  the  carriers 
and  orqanizations  representinq  the  employees  are  equally 

44. 


1993 

1994 

1995 

Actual 

Estimate 

Estimate 

17 

20 

20 

0 

2 

2 

1 

2 

0 

119 

130 

130 

13 

16 

16 
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represented.  The  jurisdiction  of  each  division  is  described  in 
section  153,  First  (h)  of  the  Act. 

The  First  Division  has  jurisdiction  over  disputes   involving 
train  and  yard  service  employees;  the  Second  Division,  shop 
crafts;  the  Third  Division,  clerical,  maintenance-of-way,  signal 
and  dispatcher  forces;  and  the  Fourth  Division,  water 
transportation  and  miscellaneous  classifications.   The  members  of 
the  Board,  who  sit  in  Chicago,  are  selected  and  assigned  by  the 
carriers  and  by  the  labor  organizations  whom  they  represent.   The 
NRAB  members  consider  disputes  referred  to  them  and  endeavor  to 
reach  agreements  adjusting  them.   In  the  event  of  a  deadlock,  a 
neutral  person  is  selected  to  sit  with  the  members  to  dispose  of 
the  dispute.   The  referees  decide  approximately  99  percent  of  the 
cases  closed  by  the  NRAB. 

The  NRAB  adjusts  approximately  15  percent  of  all  disputes 
arising  between  an  employee  or  group  of  employees  and  a  carrier  or 
carriers.  These  grievances  involve  the  interpretation  or 
application  of  agreements  concerning  rates  of  pay,  rules,  or 
working  conditions.   The  NRAB  has  resolved  some  90,000  cases  since 
its  inception.  Currently  averaging  approximately  1,000  awards  per 
year,  the  NRAB  resolved  677  cases  in  FY  1993  and  will  resolve 
approximately  1,100  cases  in  FY  1994  and  approximately  843  in  FY 
1995.   The  remainder  of  the  railroad  grievances  (85  percent)  are 
handled  by  Special  Boards  of  Adjustment  and  Public  Law  Boards. 

A  Special  Board  of  Adjustment  (SBA)  is  a  tribunal  set  up  by 
agreement,  usually  on  an  individual  railroad,  and  a  single  labor 
organization,  to  consider  and  decide  specifically  agreed-to 
dockets  of  disputes  arising  out  of  the  interpretation  or 
application  of  provisions  of  a  collective  bargaining  agreement. 
Such  disputes  ordinarily  would  be  sent  to  the  NRAB  for 
adjudication  as  provided  by  section  153  of  the  Railway  Labor  Act; 
however,  the  parties,  by  agreement,  adopt  the  special  board 
procedure  in  order  to  secure  prompt  and  local  disposition  of  these 
disputes.   The  SBA  process  had  its  inception  in  the  late  1940' s. 

In  an  effort  to  reduce  the  caseload  of  various  divisions  of 
the  NRAB,  a  1966  amendment  to  the  RLA  allowed  the  creation  of 
Public  Law  Boards  (PLBs) .  In  general,  the  amendment  authorized  the 
establishment  of  these  boards  locally  on  individual  railroads  upon 
written  request  of  either  a  representative  of  the  employees  or  the 
railroad  to  resolve  disputes  otherwise  referable  to  the  NRAB,  or 
disputes  pending  before  the  NRAB  for  12  months. 

The  1966  amendment  also  provided  that  all  awards  of  the  NRAB 
and  other  boards  of  adjustment  established  pursuant  to  the 
amendment  are  final,  including  money  Awards.  Judicial  review  is 
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extremely  narrow  under  the  RLA.   Neutral  members  of  PLBs  may  be 
selected  by  the  parties  but  are  appointed  and  compensated  by  the 
National  Mediation  Board. 

In  addition  to  neutrals  appointed  to  public  law  boards  to 
dispose  of  disputes  involving  grievances,  neutrals  may  be 
appointed  to  dispose  of  procedural  issues  which  arise  as  to  the 
establishment  of  the  public  law  board. 

The  National  Mediation  Board  has  adopted  rules  and 
regulations  defining  responsibilities  and  prescribing  related 
procedures  for  the  establishment  of  special  boards  of  adjustment, 
the  designation  of  public  law  boards,  the  filing  of  agreements  and 
the  disposition  of  records.   It  must  be  understood  that  the 
National  Mediation  Board  has  no  control  over  the  number  of  cases 
submitted  for  arbitration. 

In  an  effort  to  improve  the  record-keeping  system,  the 
National  Mediation  Board  is  in  the  process  of  implementing  new 
case  tracking  and  financial  data  systems.   The  new  systems,  when 
fully  operational,  will  provide  data  which  will  enable  the  parties 
to  consolidate  similar  issues,  and  re-examine  their  pending 
caseloads.   If  the  parties  cooperate,  it  should  help  reduce  the 
number  of  cases  filed  and  also  the  pending  backlog  of  grievances. 
In  addition,  the  new  case  tracking  system  will  enable  the  National 
Mediation  Board  to  identify  those  neutrals  who  have  50  or  more 
cases  heard  and  not  decided.   Those  neutrals  over  the  50  case 
limit  will  not  be  authorized  to  travel  or  hear  additional  cases. 
This  policy  when  enforced,  should  encourage  the  parties  to  select 
other  neutrals  with  smaller  caseloads  and  should  result  in  more 
prompt  disposition  of  disputes. 

The  National  Mediation  Board  is  continuing  to  encourage  the 
parties  to  submit  claims  involving  the  same  issue  to  a  tribunal 
with  three  arbitrators.   In  this  situation,  the  parties  agree 
that,  if  the  three  arbitrators  reach  a  unanimous  decision,  their 
decision  disposes  of  all  claims  of  a  similar  nature.   The 
arbitration  panel  for  one  of  the  first  of  these  boards,  involving 
the  Long  Island  Rail  Road  and  the  United  Transportation  Union, 
heard  six  issues  that  disposed  of  406,000  claims,  at  an  average 
cost  to  the  government  of  approximately  three  cents  per  claim. 
The  Board  will  continue  to  pursue  this  innovative  approach  during 
FY  1994  and  FY  1995. 

To  assist  the  NMB  in  reducing  the  overall  backlog  of  railroad 
grievances,  Congress  provided  $651,000  in  additional  funds  in  FY 
1994,  specifically  for  salaries  and  expenses  of  neutral 
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arbitrators  who  decide  railroad  grievance  cases.  A  final  report 
on  the  progress  being  made  in  this  area  will  be  submitted  to  the 
Subcommittees . 

Starting  in  November  1992,  in  anticipation  of  upgrading  the 
National  Mediation  Board's  automatic  data  processing  (ADP) 
capabilities,  all  administrative  support  for  arbitration  services 
was  consolidated  in  Washington,  D.C.   Some  support  for  SBAs,  PLBs 
and  NRAB  was  previously  provided  by  NMB  employees  stationed  in 
Chicago.   However,  upon  requests  by  the  parties,  consolidation  of 
administrative  support  for  the  NRAB  was  reviewed. 

Also,  a  joint  Labor-Management  Committee  was  formed  in  April 
1993  to  address  the  issue  of  the  most  effective  and  equitable  way 
to  administer  the  processing  of  claims  and  grievances  appealed  to 
the  NRAB.  Recommendations  of  the  committee  were  forwarded  to  the 
National  Mediation  Board  for  consideration. 

Following  a  thorough  evaluation  by  the  NMB  of  the  appropriate 
use  of  government  resources,  along  with  ways  to  improve 
"efficiencies"  and  subsequent  to  a  commitment  by  all  concerned  to 
explore  and  implement  further  improvements  to  procedures,  the  NMB 
determined  on  January  28,  1994,  that  it  would  provide 
administrative  services  in  Chicago  for  the  NRAB.   This  support 
will  be  accomplished  by  two  Federal  employees  located  in  Chicago. 
In  addition,  approximately  two  thousand  (2,000)  square  feet  of 
office  space  will  be  provided  in  Chicago  to.  support  the  NRAB's 
functions.   The  two  NMB  employees  stationed  in  Chicago  will  be 
within  ceiling  and  will  not  require  any  increase  in  FTEs. 

A  schematic  outline  of  the  grievance  process  follows. 
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GRIEVANCE  MACHINERY  FOR  RAILROADS  UNDER  THE  RAILWAY  LABOR  ACT 


RAILROAD  EMPLOYEE  FILES 
A  GRIEVANCE 


GRIEVANCE  SETTLED 
ON  PROPERTY 


UNRESOLVED  GRIEVANCES 
REFERRED  TO  SPECIFIC  TRIBUNAL 
DETERMINED  BY  PARTIES 


NATIONAL 
RAILROAD  ADJUSTMENT 
BOARD 

Established  in  1934. 
Four  Divisions  divided 
by  type  of  work  in- 
volved.  Headquarters 
in  Chicago,  IL.   34 
members  1/2  paid  by 
labor  -  1/2  paid  by 
carriers.   This  is  the 
only  tribunal  that 
will  handle  a  case  of 
an  employee  who  elects 
to  be  represented  by 
someone  other  than 
his/her  union.   The 
NRAB  handles  fifteen 
percent  (15)  of  the 
total  cases. 


SPECIAL 

BOARD 

OF  ADJUSTMENT 

First  Board 
established  in 
1949.   Usually 
one  organization 
and  one  carrier. 
Concurrence  of 
both  parties 
required  to  es- 
tablish.  Must  be 
set  up  by  elected 
bargaining  rep- 
resentative and 
a  rail  carrier. 
Twenty- five  (25) 
percent  of  the 
cases  are  handled 
by  SBAs. 


PUBLIC  LAW  BOARD 
ON 
PROPERTY  OF  CARRIER 

First  Board  estab- 
lished in  1966.  One 
organization  and  one 
carrier.  Either  party 
may  establish  board 
without  concurrence 
of  the  other.  Must  be 
set  up  by  elected 
bargaining  represen- 
tative and  a  rail 
carrier.   Sixty  (60) 
percent  of  the  cases 
are  handled  by  PLBs. 


After  deadlock,  parties  may  request  NMB  to  appoint  a  Neutral 
jointly  agreed  to  by  the  parties.   If  unable  to  agree  on  a  par- 
ticular Neutral,  either  party  may  request  NMB  to  select  and 
appoint  a  Neutral. 
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Of  the  total,  $2,163,000,  the  Board  is  requesting  $1,760,000  for 
section  3  salaries  and  travel  expenses.   An  analysis  of  resources  follows. 
A  total  of  $403,000  is  requested  for  administrative  costs  under  section  3 
of  the  RLA. 

Analysis  of  Resources  for  Railroad  Grievances 

Salaries 


Fiscal 
Year 

1991. 
1992. 
1993. . 
1994.  . 
1995.. 


PLB/SBA 


NRAB 


Total 


1,187,000 
1,169,000 
1,267,000 
1,790,000 
1,350,000 


Days 

5,395 
5,314 
5,759 
8,136 
6,136 


209,000 
206,000 
218,000 
323,000 
240,000 


Pays 

950 

936 

991 

1,468 

1,091 


1,396,000 
1,375,000 
1,485,000 
2,113,000 
1,590,000 


Days 

6,345 

6,250 
6,750 
9,604 
7,227 


Travel 


Fiscal 
Year 

1991.. 

1992.  . 

1993.  . 

1994.  . 
1995.. 


PLB/SBA 


NRAB 


Total 


140,000 
128,000 
129,000 
200,000 
145,000 


Days 

438 
408 
410 
636 
430 


20,000 
22,000 
21,000 
35,000 
25,000 


Davs 

63 
72 
68 
112 
67 


160,000 
150,000 
150,000 
235,000 
170,000 


Days 

501 
480 
478 
748 
497 


In  FY  1993.  150  new  public  law  boards  were  established  and  340 
convened.   In  addition,  seven  special  boards  of  adjustment  were 
established  and  40  convened.   In  total,  these  boards  closed  4,752 
cases.   Also,  the  NRAB  closed  677  cases. 

In  FY  1994.  it  is  anticipated  that  the  number  of  cases  closed  by 
PLBs  and  SBAs  will  be  5,700.   The  NRAB  anticipates  that  it  will 
receive  806  new  cases  and  that  1,100  cases  will  be  closed.   Due  to 
the  additional  amount  of  $651,000  for  referee's  salaries  and 
expenses,  it  is  anticipated  there  will  be  an  increase  in  demand  for 
referee  days.   The  Mediation  Board  will  continue  to  monitor  the 
number  of  days  referees  may  work  each  month  to  ensure  maximum 
utilization  of  funds. 

In  FY  1995.  the  number  of  cases  closed  by  PLBs  and  SBAs  is 
projected  to  be  4,700.   The  NRAB  anticipates  that  742  cases  will  be 
received  and  that  843  cases  will  be  cldsedV 
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1995 


Statements  follow  as  to  the  three  tribunals'  workload  through  FY 


Public  Law  Boards: 
Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 

Special  Boards  of  Adjustment: 
Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 

NRAB: 

Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 

Number  of  boards  convened: 
Special  boards  of  adjustment 
Public  law  boards 


CASELOAD 

1993 

1994 

1995 

Actual 

Estimate 

Estimate 

8,274 

7,445 

5,945 

2,936 

3,000 

3,000 

3,765 

1/ 

4,500 

3,700 

7,445 

5,945 

5,245 

1,774 

1,602 

1,302 

817 

900 

900 

989 

2J 

1,200 

1,000 

1,602 

1,302 

1,202 

1,660 

1,851 

1,557 

868 

806 

742 

677 

2/ 

1,100 

843 

1,851 

1,557 

1,456 

40 

40 

40 

340 

360 

360 

1/        Includes  1,071  cases  withdrawn  or  decided  by  the  parties. 
2J        Includes  139  cases  withdrawn  or  decided  by  the  parties. 
2J        Includes  592  awards  by  referees,  5  awards  by  NRAB  Members,  and 
80  cases  withdrawn. 
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NATIONAL  MEDIATION  BOARD 

cyftormig  of  Advisory  and  Assistance  Services  1 
(in  thousands  of  dollars) 


Aooount  Title  and  Symbol 

Salaries  and  Expenses: 
Aooount  No.  95-2400-0-1-505 

I.  Contractual  Services 


1993 

Actual 


1994 


1995 
Estimate 


Individual  Experts  & 

Consultants 

B.A. 

Oblig. 

Outlays 

7 
7 
7 

13 

13 
10 

35 
25 
10 

Studies,  Analyses  & 
Evaluations 

B.A. 

Oblig. 

Outlays 

35 
35 
35 

15 
15 
10 

60 
50 

5 

Management  &  Professional 
Support  Services 

B.A. 

Oblig. 

Outlays 

0 
0 
0 

0 
0 
0 

0 
0 
0 

Engineering  &  Technical 
Services 

B.A. 

Oblig. 

Outlays 

0 
0 
0 

10 

10 

5 

15 

15 

5 

Subtotal 

B.A. 

Oblig. 

Outlays 

42 
42 
42 

38 
38 
25 

110 
90 
20 

II.   Personnel  Appointments 

B.A. 

Oblig. 

Outlays 

0 
0 
0 

0 
0 
0 

0 
0 
0 

III.  Advisory  Committees 

B.A. 

Oblig. 

Outlays 

0 
0 
0 

0 
0 
0 

0 
0 
0 

Totals 

B.A. 

Oblig. 

Outlays 

42 
42 
42 

38 
38 
25 

110 
90 
20 

The  Cabinet  Council  on  Management  and  Administration  (OOMA)  defines 
advisory  and  assistance  services  as  those  activities  funded  under  six 
categories  of  procurements  found  in  the  Federal  Procurement  Data 
System.  These  categories  include:  1)  Management  and  Professional 
Services,  2)  Special  Studies  and  Analyses,  3)  Management  and  Support 
Services  for  Research  and  Demonstration,  4)  Training,  5)  Management 
Review  of  Program  Funded  Organizations,  and  6)  Public  Relations. 
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NATIONAL  MEDIATION  BOARD 
n^i-ail  of  f^n-Tim*  Fouivalent  Enplovment 


Account:  Program  Administration 

Executive  level  I 

Executive  Level  II 

Bcecutive  level  III 

Executive  level  IV 

Executive  level  V 

Subtotal 

ES-6 

ES-5 

ES-4 

ES-3 

ES-2 

ES-1 

Subtotal 

GS-15 

GS-14 

GS-13 

GS-12 

GS-11 

GS-10 

GS-9 

GS-8 

GS-7 

GS-6 

GS-5 

GS-4 

Subtotal 

Total  full-time  permanent 

employment,  end  of  year 

Stay-in-school  student... 

Full-time  equivalent  (FTE)  usage. 

Average  ES  level 

Average  ES  salary 

Average  GS  grade 

Average  GS  salary 


1993 

Actual 


1 
2 

3 

1 
1 


11 
13 

1- 
5 
2 

1 
4 
4 

2 

0 

1 
1 


45 


12 


1994 

Estimate 


1 
2 

3 

1 
1 


11 
13 
2 
8 
5 
2 
4 
4 
2 
1 
1 
1 


54 


1995 

Estimate 


1 
2 

3 

1 

1 


11 
13 

2 
9 
5 
2 
4 
4 
2 
1 


54 


49 

58 

58 

1 

1 

1 

51 

56 

57 

5 

5 

5 

XX) 

$116,216 

$116,216 

.07 

11.78 

12.00 

Wfl 

$62,400 

$63,500 
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The  $4,090,000  requested  in  1995  for  Personnel  Benefits 
includes:  (1)  $811,000  for  payments  to  the  Civil  Services 
Retirement  System;  (2)  $819,000  for  payments  to  the  Federal 
Employees  Retirement  System;  (3)  $279,000  for  thrift  plan 
contributions  under  the  Federal  Employees  Retirement  System;  (4) 
$882,000  for  life  and  health  insurance  payments  for  employees  who 
elect  to  receive  such  coverage;  (5)  $337,000  for  FICA  payments;  (6) 
$646,000  for  compensation  payments  made  to  FMCS  employees  (or  their 
spouses)  involved  in  work-related  accidents  or  injuries;  (7) 
$17,000  for  the  cost-of-living  adjustment  for  the  mediator 
stationed  in  Hawaii;  (8)  $260,000  for  Medicare  payments;  (9)  $1,000 
for  benefits  paid  to  members  of  Boards  and  Panels;  (10)  $11,000 
subsidy  for  commuting  costs;  and  (11)  $27,000  for  benefits  paid  to 
employees  of  the  Labor  Management  Cooperation  Program. 

Benefits  for  Former  Personnel — $5.000 

FY  1993    FY  1994    FY  1995     Change 
Actual     Estimate   Estimate   1994-1995 
(in  thousands  of  dollars) 

Unemployment  Compen- 
sation Payments        $     4$     5$     5      $ 


The  $5,000  requested  is  for  Unemployment  Compensation  payments 
to  former  employees. 

Travel  and  Transportation  of  Persons — $1.485.000 

FY  1993    FY  1994    FY  1995     Change 
Actual    Estimate  Estimate  1994-1995 


National  Office 

Assignments 
Field  Office 

Assignments 
Training,  Seminars, 

Workshops  and 

Conferences  14        —        60        +  60 

Official  Station 

Transfers                 —         1        —        -   1 
New  Mediator  Travel          22        38        10        -  28 
Boards  and  Panels             4         2         2 
LMCP  7    12    8         - 4 

TOTAL  $  1,471    $  1,553    $  1,485         -$68 


(in  thousands  of  dollars) 

$     96    $    140    $    105 

-$35 

1,328      1,360      1,300 

-  60 

The  $1,485,000  requested  for  Travel  and  Transportation  of 
Persons  includes:  (1)  $105,000  for  travel  performed  by  national 
office  staff;  (2)  $1,300,000  for  field  travel — primarily  for 
Dispute  Mediation  and  Preventive  Mediation  activities;  (3)  $60,000 
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for  travel  associated  with  training,  seminars,  workshops,  and 
conferences  (4)  $10,000  for  travel  involved  in  interviewing 
individuals  for  mediator  positions  and  travel  of  new  mediators 
during  their  orientation  period;  (5)  $2,000  for  travel  expenses  for 
Boards  and  Panels  members;  and  (6)  $8,000  for  travel  expenses  of 
the  Labor  Management  Cooperation  Program. 

Transportation  of  Things — $1.000 

FY  1993    FY  1994    FY  1995     Change 
Actual     Estimate   Estimate   1994-1995 

Transportation  of 
Household  Goods 

Miscellaneous  Trans- 
portation Costs 

TOTAL 


The  $1,000  requested  for  FY  1995  for  Transportation  of  Things 
includes  miscellaneous  transportation  expenses. 

Rents,  Communications,  and  Utilities — $4.912.000 

FY  1993    FY  1994    FY  1995     Change 
Actual     Estimate   Estimate   1994-1995 

Communications 

FTS  System 

GSA  Service 

Commercial  Telephone 

Postage 

Telegrams  &  Miscellaneous 

Communications 
LMCP 


(in  thousands  of 

dollars) 

$ 

—   $ 

15 

$ 

-$ 

15 

__ 

1 
16 

$ 

1 



$ 

—   $ 

1     -$ 

15 

SUBTOTAL  COMMUNICATIONS 

Rentals 
Office  Space 
ADP  Equipment 
Reproduction  &  Mis- 
cellaneous Equipment 
Boards  and  Panels 
Conference  Room 
Passenger  Motor  Vehicle 

TOTAL  RENTALS 

TOTAL 


( 

in  thousands  of 

dollars) 

$ 

206 

$ 

315 

$ 

323 

+$ 

8 

282 

294 

308 

+ 

14 

69 

81 

81 

— 

199 

205 

210 

+ 

5 

1 

2 

2 

— 

20 
777 

5_ 

20 
917 

$ 

20 
944 

— 

$ 

+  $ 

27 

$ 

3,009 

$ 

3 

,474 

$ 

3 

,849 

+$ 

375 

28 

31 

28 

— 

3 

70 

85 

80 

- 

5 

— 

2 

2 

— 

4 

4 

4 

— 

5 
3.116 

$_ 

3 

5 
,601 

$ 

3 

5 
,968 

— 

$ 

+$ 

367 

$ 

3,893 

$ 

4 

,518 

S 

4 

,912 

+$ 

394 
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out  in  the  event  that  you  have  some  questions  that  I  don't  have  the 
answer  to. 

Opening  Statement 

So  let  me  briefly  relate  some  of  the  material,  cover  some  of  the 
material  that  has  been  provided  me. 

We  have  requested  an  appropriation  of  $174  million,  compared  to 
the  1994  appropriation  of  $171,274,000.  The  first  figure  is  actually 
$174,700,000.  The  request  is  the  product  of  an  analysis  of  the 
board's  best  estimate  of  the  number  of  cases  that  the  agency  will 
receive  in  1995,  how  these  cases  will  be  resolved,  the  number  of 
staff  years  of  employment  needed  based  upon  targeted  rates  of  pro- 
ductivity, and  the  estimated  support  costs. 

I  did — although  I  was  not  involved  in  this  process — I  did  request 
yesterday  afternoon  a  statement  of  the  past  estimates  of  the  Board 
and  how  they  compare  with  intake.  And  my  judgment  is  based 
upon  a  20-year  review  that  was  provided  me,  that  the  Board  has 
been  pretty  much  on  the  money  for  the  most  part  in  the  estimates 
that  have  been  submitted  to  you  in  previous  years. 

The  General  Counsel  has  statutory  responsibility  for  investiga- 
tion and  prosecution  of  cases,  as  you  know,  and  under  his  direct 
supervision  we  have  33  regional  directors  and  their  staffs  process- 
ing representation,  unfair  labor  practice  cases  and  jurisdictional 
disputes.  Fred  Feinstein,  the  new  General  Counsel,  will  address 
these  concerns  separately. 

ADMINISTRATIVE  LAW  JUDGES 

Directly  under  my  responsibility  as  Chairman  of  the  Board  are 
the  Division  of  Administrative  Law  Judges  and  the  staffs  of  the 
Board  Members.  A  word  about  the  administrative  law  judges.  In 
fiscal  1993,  our  administrative  law  judges  closed  522  hearings,  is- 
sued 561  decisions,  obtained  73  settlements  in  person,  and  another 
304  by  virtue  of  telephone  conferences.  And  the  policy  of  the  ALJs, 
as  we  called  them  these  days,  and  operations  under  the  supervision 
of  the  General  Counsel,  is  to  encourage  settlement  wherever  pos- 
sible. 

I  should  say  to  you,  Mr.  Chairman,  that  this  is  an  area  of  special 
interest  to  me  and  one  of  the  first  things  I  hope  to  do  in  the  coming 
days  is  to  sit  down  with  the  acting  chief  and  perhaps  other  admin- 
istrative law  judges  to  see  how  we  can  improve  upon  our  act,  to  set- 
tle cases  once  they  come  before  the  ALJs  after  a  complaint  has 
been  issued. 

There  is  a  lower  settlement  rate  after  the  complaint  is  issued,  a 
markedly  lower  settlement  rate,  than  before  the  complaint  is  is- 
sued. At  the  time  the  complaint  is  issued,  the  matter  comes  before 
the  administrative  law  judge,  and  my  hope  is  that  when  I  come 
back  here  in  the  future  I  can  report  on  some  improvements  or  at 
least  on  some  steps  towards  undertaking  improvement. 

The  Board  has  been  active  in  the  pursuit  of  increased  productiv- 
ity of  judges  and  we  will  continue  to  address  this  problem  in  1994. 
Again,  this  is  a  matter  of  personal  concern  to  me  and  something 
that  I  want  to  give  great  attention  to. 
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A  substantial  number  of  judges'  retirements  experienced  and  ex- 
pected in  1994  could  have  an  impact.  I  think  it  is  estimated  that 
10  may  retire  in  1994. 

BOARD  MEMBERS'  STAFFS 

Insofar  as  our  own  staffs  are  concerned,  in  1993  the  Board  de- 
cided 683  unfair  labor  practice  cases,  216  contested  representation 
cases.  The  backlog  peaked  a  decade  ago  at  1,679  unfair  labor  prac- 
tice and  representation  cases,  in  February,  1984.  That  number  has 
declined  now  to  333. 

Last  November,  the  number  of  unfair  labor  practice  cases  pend- 
ing was  the  lowest  number  in  nearly  20  years,  258.  This  reduction 
was  achieved  notwithstanding  the  fact  that  we  have  not  increased 
Board  Member  staff.  The  board  had,  at  the  end  of  fiscal  year  1990, 
30  pending  cases  that  were  more  than  two  years  old.  Today  we 
have  14  cases. 

OUTLOOK  FOR  1994  AND  1995 

Of  course,  our  case  intake  from  this  period  of  a  decade  ago  and 
our  past  backlogs  has  gone  down  compared  to  that  time.  The  total 
agency  intake  is  projected  to  rise  2.1  percent  above  the  intake  re- 
ceived in  1993. 

The  agency's  FTE  total  will  decrease  from  2,085  in  1993  to  2,075. 
We  believe  that  the  1994  budget  is  austere,  because  the  agency  will 
not  be  able  to  sponsor  subsidiary  programs  such  as  specialized 
agency  training. 

In  terms  of  1995,  a  4.5  percent  increase  in  case  intake  is  pro- 
jected for  1995.  The  agency's  FTE  will  decrease  from  2,075  to 
2,054. 

I  have  in  my  confirmation  hearings  on  October  1  pledged  to  give 
foremost  consideration  and  attention  to  the  business  of  providing 
more  expeditious  relief  when  charges  are  filed  and  also  to  promote 
methods  of  resolving  matters  through  the  settlement  process.  The 
Board  overall  I  think,  as  you  know,  has  had  a  very  good  record  for 
a  number  of  years  of  settling  cases  without  the  need  for  litigation. 
I  think  we  need  to  improve  upon  this,  particularly,  as  I  say,  subse- 
quent to  the  issuance  of  the  complaint. 

It  is  my  belief  that  the  Board  can  play  and  does  play  an  essential 
role  in  a  more  efficient  national  economy.  It  is  my  intention  to  as- 
sure that  the  Agency  will  do  whatever  is  possible  to  resolve  labor 
disputes  within  its  jurisdiction  in  a  timely  and  professional  man- 
ner. 

I  would  ask  that  my  full  statement  be  made  a  part  of  the  record, 
Mr.  Chairman,  and  I  would  welcome  any  questions  that  you  are 
able  to  have  and  that  I  am  able  to  answer.  In  the  event  that  I  am 
not  able  to  answer  them,  I  will  turn  to  one  of  my  two  trusty  col- 
leagues here. 

[The  prepared  statement  and  biography  of  Mr.  Gould  follow:] 


STATEMENT  OF 

WILLIAM  B.  GOULD  IV 
CHAIRMAN  OF  THE  NATIONAL  LABOR  RELATIONS  BOARD 

BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES, 

EDUCATION,  AND  RELATED  AGENCIES  OF  THE  HOUSE  COMMITTEE  ON 

APPROPRIATIONS 

March  16, 1994 


Mr.  Chairman  and  distinguished  Members  of  the  Subcommittee: 

I  welcome  this  opportunity  to  appear  before  you  for  the  first  time  as 
Chairman  of  the  National  Labor  Relations  Board  (NLRB)  to  testify  in  support  of 
the  Agency's  budget  request  for  Fiscal  Year  1995.  At  the  outset  I  should 
introduce  our  new  General  Counsel,  Fred  Feinstein.  Also  with  us  today  is  John 
C.  Truesdale,  the  Board's  Executive  Secretary,  David  S.  Davidson,  our  Acting 
Chief  Administrative  Judge,  William  G.  Stack,  Associate  General  Counsel,  Gloria 
Joseph,  Director  of  Administration,  and  Harding  Darden,  our  Budget  Officer. 

In  accordance  with  normal  procedure,  the  Agency  has  already  submitted 
to  you  a  detailed  Fiscal  Year  1995  Justification.  In  my  testimony  today  I  would 
like  to  briefly  highlight  the  Justification  statement  as  it  concerns  our  recent 
activities  as  well  as  our  plans  for  the  future. 

The  Fiscal  Year  1995  budget  now  before  you  requests  an  appropriation  of 
$174,700,000  compared  to  the  1994  appropriation  of  $171,274,000.  This  request 
is  the  product  of  an  analysis  of  the  NLRB's  best  current  estimate  of  the  number 
of  cases  that  the  Agency  will  receive  in  1995;  how  these  cases  will  be  resolved; 
the  number  of  staff-years  of  employment  (FTE)  needed  based  on  targeted  rates 
of  productivity;  and,  finally  the  direct  arid  support  costs  required  to  handle  the 
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anticipated  caseload.  We  project  a  4.5  percent  increase  in  case  intake  for  FY 
1995  over  that  of  FY  1994  to  approximately  43,885  cases. 

The  General  Counsel  has  statutory  responsibility  for  the  investigation  and 
prosecution  of  cases.  Under  his  direct  supervision,  33  Regional  Directors  and 
their  staffs  process  representation,  unfair  labor  practice,  and  jurisdictional 
dispute  cases.  He  will  be  addressing  these  concerns  separately.  Directly  under 
the  responsibility  of  the  Chairman  and  the  Board  are  the  Division  of 
Administrative  Law  Judges  and  the  staffs  of  the  Board  Members. 

ADMINISTRATIVE  LAW  JUDGES 

In  Fiscal  Year  1993,  our  Administrative  Law  Judges  closed  522  hearings, 
issued  561  decisions,  obtained  73  settlements  in  person  and  another  304  by 
means  of  telephone  conferences.  The  total  number  of  settlements,  377,  is  an 
achievement  in  itself  and  reflects  the  emphasis  within  the  Division  of 
Administrative  Law  Judges,  and  in  the  operations  under  the  supervision  of  the 
General  Counsel,  on  settling  cases  whenever  possible.  This  settlement 
emphasis  is  critical,  not  only  in  that  it  eventually  saves  both  the  Agency  and 
taxpayers  a  great  deal  in  litigation  costs,  but  in  that  it  ensures  that  the  parties 
themselves  avoid  the  delays  and  cost  inherent  in  the  formal  trial  process  and 
subsequent  consideration  by  the  Board  and/or  the  Courts  of  Appeals. 

The  Board  has  been  active  in  the  pursuit  of  increased  productivity  of 
Judges  and  we  continue  to  address  this  problem  in  1994.  However,  the 
substantial  number  of  judges'  retirements  experienced  and  expected  in  FY  1994 
could  have  a  serious  impact  upon  the  division's  productivity  both  this  year  and 
next. 
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MEMBERS'  STAFFS 

In  1993,  the  Board  decided  683  unfair  labor  practice  cases  and  216 
contested  representation  cases.  The  Board's  backlog  peaked  at  1,679  unfair 
labor  practice  and  representation  cases  in  February  1984.  At  the  end  of 
November  1993  that  number  had  declined  to  333,  or  by  over  80  percent.  I  should 
also  note  that  at  the  time  of  the  departure  of  Member  Raudabaugh  last 
November  (leaving  the  Board  with  only  two  members  and  without  a  quorum),  the 
number  of  pending  unfair  labor  practice  cases  was  258,  the  lowest  number  since 
March  1974.  This  reduction  was  achieved  without  an  increase  in  the  number  of 
staff  attorneys  assigned  to  each  Board  Member  and  despite  funding  reductions 
mandated  by  deficit  reduction  goals.  With  respect  to  the  reduction  in  over-age 
cases,  at  the  end  of  FY  1990,  the  Board  had  30  pending  cases  that  were  more 
than  two  years  old;  at  the  end  of  FY  1993,  this  number  had  been  reduced  to  14. 

OUTLOOK  FOR  FISCAL  YEAR  1994 

The  total  Agency  case  intake  is  projected  to  rise  2.1  percent  above  the 
intake  received  in  FY  1993.  The  Agency's  FTE  total  will  decrease  from  2,085  in 
FY  1993  to  2,075.  The  FY  1994  budget  is  austere  in  that  the  Agency  will  not  be 
able  to  sponsor  many  subsidiary  programs,  such  as  specialized  Agency  training. 

OUTLOOK  FOR  FISCAL  YEAR  1995 

A  4.5  percent  increase  in  case  intake  is  projected  for  FY  1995.  The 
Agency's  FTE  will  decrease  from  2,075  to  2,054.  The  $3,426,000  increase 
represented  in  the  FY  1995  request  will  be  aborbed  by  compensation 
adjustments  and  increases  in  space  rent.  As  in  FY  1994,  the  Agency  will  make 
every  effort  to  reduce  backlogs. 
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CONCLUSION 

It  is  my  firm  belief  that  the  process  afforded  by  the  NLRB  to  resolve 
conflict  is  an  essential  contribution  to  an  efficient  national  economy.  It  is  my 
intention  to  assure  that  the  Agency  will  do  all  that  is  possible  to  resolve  the  labor 
disputes  within  its  jurisdiction  in  a  timely,  professional  manner. 
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WILLIAM  BENJAMIN  GOULD  IV 

BIOGRAPHICAL  DATA 
(Born  in  Boston,  Massachusetts,  July  16,  1936) 

William  B.  Gould  IV  is  Charles  A.  Beardsley  Professor  of  Law  at  Stanford  Law 
School.  He  has  been  Professor  of  Law  at  Stanford  since  July  1972.  A  1961  graduate  of 
Cornell  Law  School,  he  studied  comparative  labor  law  at  the  London  School  of  Economics 
C62-63)  with  Professor  Otto  Kahn  Freund. 

He  has  received  the  following  degrees:  A.B.  1958,  University  of  Rhode  Island;  LL.B. 
1961,  Cornell  Law  School;  LL.D.  1986,  (Honorary)  University  of  Rhode  Island.  Prior  to 
Stanford,  he  was  Assistant  General  Counsel  of  the  United  Auto  Workers  in  Detroit  ('61 -'62); 
Attorney  for  the  National  Labor  Relations  Board  in  Washington,  DC.  C63-'65),  represented 
management  in  labor  law  matters  with  Battle,  Fowler,  Stokes  &  Kheel  in  New  York,  New 
York  ('65-'68),  Professor  of  Law  at  Wayne  State  Law  School  in  Detroit  ('68-71);  and  Visiting 
Professor  of  Law  at  Harvard  Law  School,  Cambridge,  Massachusetts  ('71-72).  Since 
Stanford,  he  was  Visiting  Professor  of  Law  at  Howard  Law  School  in  Washington,  D.C. 
(1989). 

Gould  was  appointed  to  the  Commission  on  the  Future  of  Worker  -  Management 
Relations  established  by  the  Clinton  Administration  on  March  24,  1993.  A  member  of  the 
National  Academy  of  Arbitrators  since  1970,  Professor  Gould  has  arbitrated  and  mediated 
more  than  200  labor  disputes  since  1965.  Some  of  the  more  prominent  are:  in  1989,  wage 
dispute  between  the  Detroit  Federation  of  Teachers  and  the  Board  of  Education  of  that  city  as 
well  as  1992  and  1993  salary  disputes  between  the  Major  League  Baseball  Players  Association 
and  the  Major  League  Baseball  Player  Relations  Committee.  In  1983-84,  he  was  Co-chairman 
of  the  California  Bar  Ad  Hoc  Committee  on  Wrongful  Dismissals  which  issued  a  report  on 
February  8,  1984,  providing  recommendations  to  the  California  Legislature  on  this  subject. 

In  1975,  Professor  Gould  was  Overseas  Fellow  and  Visiting  Fellow  of  Law  at  Churchill 
College,  Cambridge,  England,  and  Visiting  Scholar  at  the  University  of  Tokyo  Law  Faculty  as 
a  Rockefeller  Foundation  Conflict  in  International  Relations  Fellow.  In  1978,  this  time  as  a 
Guggenheim  Fellow,  he  was  again  Visiting  Scholar  at  the  University  of  Tokyo  Law  Faculty 
and,  that  year,  also  received  a  Fulbright-Hays  Award  to  be  Distinguished  Lecturer  in  the 
Kyoto-American  Studies  Summer  Seminar  in  Japan.  In  1982-83,  Gould  was  a  Fellow  at  the 
East-West  Center  in  Honolulu.  In  1985,  he  was  a  Visiting  Fellow  at  the  Australian  National 
University  Faculty  of  Law.  In  1988,  he  was  a  Visiting  Professor  of  Law  at  the  European 
University  Institute,  Department  of  Law,  Florence,  Italy.  In  the  summer  of  1991,  Gould  was  a 
Fulbright  Visiting  Professor  of  Law  at  the  University  of  Witwatersrand  Law  Faculty  in 
Johannesburg,  South  Africa.  He  is  a  member  of  the  Executive  Committee  of  the  International 
Society  for  Labor  Law  and  Social  Security  (U.S.  National  Branch). 
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Author  of  more  than  50  law  journal  articles,  Gould  is  also  the  author  of  a  number  of 
books:  Black  Workers  in  White  Unions:  Job  Discrimination  in.  the.  United  States.  (Cornell 
University  Press  1977);  A  Primer  on  American  Labor  Law.  (MIT  Press  1982,  2nd  edit.  1986, 
3rd  edit.  1993);  Japan's  Reshaping  of  American  Labor  Law.  (MIT  Press  1984);  Strikes. 
Dispute  Procedures  and  Arbitration:  Essays  pn  Labor  Law  (Greenwood  Press  1985),  Labor 
Relations  in  Professional  Sports  (Auburn  House  1986).  Recipient  of  the  Certificate  of  Merit 
from  American  Bar  Association  Gavel  Award  Committee,  1983  for  A  Primer  on  American 
Labor  Law,  a  book  which  has  been  translated  into  Spanish,  German,  Japanese,  and  Chinese. 
Professor  Gould's  most  recent  book  is  on  national  labor  policy,  Agenda  for  Reform:  The 
Future  of  Employment  Relationships  and  the  Law.  (MTT  Press,  1993).  He  is  currently  at  work 
on  a  biography  of  his  great-grandfather,  William  B.  Gould,  an  Afro- American  Civil  War 
veteran  which  focuses  upon  his  diary  kept  between  1862  and  1865;  a  book  dealing  with  the 
way  in  which  baseball  has  changed  since  World  War  U;  and  a  book  on  the  transition  in  South 
Africa  (he  taught  a  course  on  that  subject  in  Spring  1993). 

In  1990-1991,  he  served  as  Chairman  of  the  City  and  County  of  San  Francisco  Task 
Force  on  Collective  Bargaining,  appointed  by  the  Mayor  of  San  Francisco.  Professor  Gould  is 
past  Secretary  of  the  Labor  and  Employment  Law  Section  of  the  American  Bar  Association, 
Member  of  the  Advisory  Council  of  the  Cornell  Univeristy  Law  School;  former  Member  of  the 
Advisory  Council  of  the  New  York  State  School  of  Industrial  and  Labor  Relations  (Cornell 
University),  and  Consultant  to  the  Foreign  Policy  Council  of  the  Rockefeller  Foundation  in 
New  York  City.  Professor  Gould  was  a  member  of  the  Episcopal  Diocese  of  California 
Lambeth  '88  -  Subcommittee  on  Christianity  and  Social  Order. 

Professor  Gould  was  lead  counsel  in  Stamps  v.  Detroit  Edison  Co..  365  F.  Supp.  87 
(ED.  Michigan  1973),  a  class  action  involving  racial  discrimination  in  connection  with  hiring 
and  promotion,  which  resulted  in  a  settlement  of  $5,350,000,  the  largest  per  capita  settlement 
in  the  history  of  employment  discrimination  litigation.  He  acted  as  Consultant  to  the  Equal 
Employment  Opportunity  Commission  in  1966-1967  and  at  that  time  wrote  a  position  paper  on 
seniority  and  discrimination  which  has  become  the  framework  for  both  the  EEOC  and 
subsequent  federal  court  decisions.  He  was  the  Commission's  expert  witness  in  EEOC  v.  Pan 
Am  which  resulted  in  a  $17.2  million  dollar  settlement  on  February  3,  1988,  the  largest  award 
or  settlement  entered  into  under  the  Age  Discrimination  Act  at  that  time.  Among  the  labor  and 
constitutional  cases  in  which  he  has  served  as  lead  counsel  are:  Stamps  v.  Detroit  Edison  Co.. 
supra:  United  States  v.  Trucking  Employers.  Inc..  561  F.  2d  313  (DC.  Cir.  1977);  Mogk  v. 
Citv  of  Detroit.  365  F.  Supp  698  (ED.  Michigan  1971). 
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Mr.  Serrano.  Without  objection. 

I  thought  you  said  earlier  that  Mr.  Feinstein  was  going  to  make 

a  statement  or 

Mr.  Gould.  Yes,  he  is. 
Mr.  Serrano.  Okay,  fine. 

Statement  of  the  General  Counsel 

Mr.  Feinstein.  Thank  you,  Mr.  Chairman. 

It  is  truly  a  pleasure  to  be  here  today.  As  the  Chairman  stated, 
it  has  just  been  a  week  since  I  became  General  Counsel  of  the  Na- 
tional Labor  Relations  Board,  which  ended  17  really  wonderful 
years  as  a  staffer  in  this  remarkable  institution.  I  served  four 
Chairmen,  as  chief  labor  counsel  to  the  Labor  Management  Rela- 
tions Subcommittee.  In  that  capacity  I  also  had  the  distinguished 
honor  of  serving  you  Mr.  Chairman,  when  you  were  a  Member  of 
that  subcommittee.  To  come  back  so  soon  in  this  capacity,  is  indeed 
a  great  honor. 

I  know  that  much  is  expected  from  the  new  Board  Members  and 
the  General  Counsel,  as  we  embark  upon  our  challenge  to  meet  the 
needs  of  both  the  labor  and  management  community  in  today's  rap- 
idly changing  workplace.  We  accept  our  new  responsibility  with  en- 
thusiasm, but  obviously  our  success  is  greatly  dependent  upon  ob- 
taining sufficient  resources  to  meet  the  challenges  that  are  clearly 
ahead  of  us. 

We  have  already  submitted  a  statement  and  I  ask  that  it  be  in- 
cluded as  part  of  the  record.  I  would  like  to  add  just  a  few  brief 
comments. 

The  1995  budget  requests  $174,700,000,  with  an  FTE  of  2,054. 
It  is  estimated  that  the  agency  will  process  36,013  unfair  labor 
practice  cases  and  7,872  representation  petitions,  a  total  increase 
of  4.5  percent  over  1994.  A  2.1  percent  increase  in  total  case  intake 
is  projected  for  the  current  fiscal  year,  1994. 

For  the  first  four  months  of  the  fiscal  year,  case  intake  has  been 
running  about  2.9  percent  higher  than  last  year's  pace.  I  think  it 
is  quite  possible  that  these  projected  increases  are  low.  The  long- 
awaited  arrival  of  the  three  new  Board  Members  and  new  General 
Counsel  may  well  release  new  activity  in  the  labor  movement. 

Inevitably,  renewed  organizational  activity  brings  an  increase  in 
both  representation  and  unfair  labor  practice  filings.  In  spite  of 
these  projected  increases  in  cases,  the  agency's  total  staff  will  de- 
crease from  2,075  to  2,054.  We  hope  to  keep  pace  with  the  pro- 
jected case  intake  increases  through  maintaining  high  rates  of  set- 
tlement, as  the  Chairman  has  indicated,  and  election  agreements, 
and  further  application  of  automation  to  the  case  handling  process. 

It  is  noteworthy  that  92.1  percent  of  the  cases  found  to  be  meri- 
torious are  settled  currently.  It  has  long  been  this  agency's  belief 
that  parties  are  better  served  if  we  are  able  to  settle  their  disputes 
without  the  need  for  time-consuming  and  costly  litigation. 

Our  field  staff  is  highly  sensitive  to  the  importance  of  settle- 
ments. In  addition  to  saving  the  agency  precious  resources,  settle- 
ments allow  the  parties  to  the  proceedings  to  resolve  disputes 
which,  if  litigated,  would  linger  and  potentially  interfere  with  the 
establishment  of  successful  labor  relations,  as  well  as  the  meaning- 
ful protection  of  personal  rights. 
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I  am  very  proud  to  be  associated  with  the  National  Labor  Rela- 
tions Board.  We  look  forward  to  the  challenges  that  lie  ahead  and 
we  are  determined  to  provide  the  highest  level  of  service  both  to 
the  labor  management  community  and  to  the  public  whom  we 
serve. 

Thank  you. 

[The  prepared  statement  and  biography  of  Mr.  Feinstein  follow:] 
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STATEMENT  OF 

FRED  FEINSTEIN 
GENERAL  COUNSEL  OF  THE  NATIONAL  LABOR  RELATIONS  BOARD 

BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES, 

EDUCATION,  AND  RELATED  AGENCIES  OF  THE  HOUSE  COMMITTEE  ON 

APPROPRIATIONS 

March  16, 1994 


Mr.  Chairman  and  distinguished  Members  of  the  Subcommittee: 
It  is  an  honor  for  me  to  appear  before  you  as  General  Counsel  of  the 
National  Labor  Relations  Board  at  this  historic  moment  in  the  Agency's  59-year 
existence,  to  discuss  our  Agency's  budget  request  for  Fiscal  Year  1995.  Two 
weeks  ago,  the  Senate  confirmed  the  appointment  of  a  new  Chairman  of  the 
Board,  and  two  new  Board  members,  as  well  as  my  own  nomination,  and  much 
is  expected  from  us  as  we  embark  upon  our  challenge  to  meet  the  needs  of  both 
labor  and  management  in  today's  rapidly  changing  workplace.  We  accept  our 
new  responsibilities  with  zest  and  enthusiasm,  but  our  success  is  greatly 
dependent  upon  obtaining  sufficient  resources  to  meet  the  challenges  that  are 
clearly  ahead  of  us. 

The  Fiscal  Year  1995  budget  requests  $174,700,000,  an  increase  of 
$3,426,000  over  the  total  funding  for  1994  of  $171,274,000.  It  is  estimated  that 
the  Agency  will  process  36,013  unfair  labor  practice  cases  and  7,872 
representation  petitions,  a  total  increase  of  4.5  percent  over  1994,  yet  the 
Agency's  total  staff  will  decrease  from  2,075  to  2,054  FTE.  The  increase  in 
funding  over  FY  1994  is  fully  absorbed  by  within  grades,  promotions, 
annualization  of  the  1994  locality  pay  increase,  Federal  pay  increases  planned 
for  1995,  and  escalated  space  rental  costs  nationwide. 
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As  part  of  the  budget  process,  the  Agency  has  already  submitted  a 
detailed  "Justification  of  Estimates  for  Fiscal  Year  1995."  I  would  like  to  take  this 
opportunity  to  review  some  of  our  accomplishments  in  1993  and  to  address  the 
outlook  for  Fiscal  Years  1994  and  1995. 

ACCOMPLISHMENTS  IN  FISCAL  YEAR  1993 

After  several  years  of  relatively  level  filings,  our  overall  case  intake  rose 
by  5.6  percent  in  1993  to  a  total  of  41,122.  While  representation  petitions 
increased  by  3.3  percent  to  6,717,  unfair  labor  practice  charges  increased  by  6 
percent  to  34,405.  Of  those  unfair  labor  practice  charges  filed  in  FY  1993,  34.3 
percent  were  found  to  have  merit.  These  cases  were  processed  in  a  median  time 
of  46  days  in  our  Regional  Offices. 

It  is  noteworthy  that  92.1  percent  of  cases  found  to  be  meritorious  were 
settled.  It  has  long  been  this  Agency's  belief  that  parties  are  better  served  if  we 
are  able  to  settle  their  disputes  without  the  need  for  time-consuming  and  costly 
litigation.  Our  field  staff  is  highly  sensitive  to  the  importance  of  settlements,  which 
apart  from  saving  the  Agency's  precious  resources,  allow  the  parties  to  our 
proceedings  to  resolve  disputes  which,  if  litigated,  would  linger  and  interfere  with 
the  accomplishment  of  personal,  economic  and  entrepreneurial  objectives. 
Notwithstanding  the  high  settlement  rate,  when  we  were  required  to  litigate  a 
matter,  we  were  successful  in  86  percent  of  cases  in  trials  before  the  Board  and 
the  Administrative  Law  Judges  during  FY  1993. 

Among  the  many  benefits  resulting  from  peaceful  resolution  of  labor 
disputes  are  job  reinstatements  and  backpay  distributed  to  employees.  During 
FY  1993,  our  Regional  Offices  distributed  over  $46  million  in  backpay.  During 
that  time,  1,861  employees  were  reinstated  and  1,155  additional  employees 
were  offered  reinstatement,  but  declined. 
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Finally,  over  $4.4  million  was  spent  to  increase  our  personal  computer 
inventory;  to  replace  all  of  our  older,  obsolete  computers;  and  to  begin 
networking  our  Regional  Offices. 


OUTLOOK  FOR  FISCAL  YEAR  1994 

While  the  FY  1994  appropriation  of  $171,274,000  represents  a  0.9 
percent  increase  over  1993,  the  increase  is  absorbed  by  mandatory  pay  raises 
and  increases  in  space  rent.  The  total  staff  funded  for  the  Agency  has  been 
reduced  from  2,085  to  2,075. 

A  2.1  percent  increase  in  total  case  intake  is  projected  for  FY  1994.  For 
the  first  4  months  of  this  fiscal  year,  case  intake  has  been  running  2.9  percent 
higher  than  last  year's  pace.  It  is  possible  that  the  projected  increase  is  low 
given  the  long  awaited  arrival  of  the  three  new  Board  Members  and  a  new 
General  Counsel  which  may  well  release  a  wellspring  of  new  activity  in  the  labor 
movement,  and  inevitably  ,  renewed  organizational  activity  brings  a  concomitant 
increase  in  both  representation  and  unfair  labor  practice  filings. 

As  the  committee  is  well  aware,  this  Agency  has  placed  high  priority  on 
automation  as  a  means  to  increase  staff  efficiency.  By  the  end  of  this  year  we 
will  have  installed  networks  in  all  of  our  Regional  Offices. 

OUTLOOK  FOR  FISCAL  YEAR  1995 

As  I  mentioned  earlier,  the  Agency's  FTE  will  decrease  from  2,075  to 
2,054.  The  table  on  pages  25  and  26  of  the  Agency's  Justification  shows  built-in 
program  and  one-time  cost  increases  of  $5,494,000  which  is  estimated  to  be 
offset  by  $2,068,000  in  decreases,  most  of  which  will  emanate  from  the  reduction 
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in  FTE  and  from  one  less  workday.  This  will  result  in  a  net  increase  of 
$3,426,000. 

We  hope  to  keep  pace  with  the  projected  case  intake  increases  through 
maintaining  high  rates  for  settlements  and  election  agreements  and  further 
application  of  automation  to  our  casehandling. 

CONCLUSION 

I  am  proud  to  be  associated  with  the  traditions  that  have  made  the 
headquarters  and  field  operations  of  the  Office  of  the  General  Counsel  such  a 
fine  example  of  effective  public  service.  As  it  completes  its  59th  year,  the  NLRB 
will  continue  its  commitment  and  dedication  to  fulfilling  its  responsibilities.  The 
original  purpose  and  objectives  of  the  Act,  have  not  changed  since  1935:  to 
promote  stable  and  peaceful  workplace  relations  by  encouraging  collective 
bargaining  when  favored  by  a  majority  of  workers;  to  settle  issues  of 
representation  and  legal  disputes  arising  out  of  collective  bargaining  fairly  and 
quickly;  and  to  assure  that  all  workers  can  exercise  their  right  to  decide  whether 
or  not  they  desire  union  representation  free  of  fear  or  threats  of  reprisal.  Today, 
as  was  true  60  years  ago,  our  success  in  helping  to  make  collective  bargaining 
work  will  play  a  central  role  in  the  success  of  labor  relations  and  ultimately  the 
productivity  and  health  of  our  economy. 

We  look  forward  to  the  challenges  that  lie  ahead,  steadfast  in  our  desire 
to  provide  the  highest  level  of  service  to  the  labor-management  community  and 
the  public  whom  we  serve. 
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FRED  FEINSTEIN 

7114  Sycamore  Ave.  (301)  270-2586  (home) 

Takoma  Park,  MD  20912  (202)  273-3700  (office) 

EMPLOYMENT  HISTORY 
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National  Labor  Relations  Board 

1S77-  March  2,  1994  -  Employed  by  the  Subcommittee  on  Labor-Manage- 
ment Relations  of  the  U.S.  House  of  Representatives. 

1990  _  March  2.  1994  -  Chief  Counsel  to  the  Subcommittee 

Rep.  Pat  Williams,  Chairman 

Provide  legal  and  policy  advice  and  labor  and  pension 
law.   work  with  members  of  Congress,  the  Department  of  Labor, 
and  representatives  of  business  and  labor.   Organize  and 
direct  legislative  and  oversight  hearings.   Draft  legisla- 
tion, committee  reports  and  speeches  for  members  of  Congress. 

Primary  staffer  for?   Family  and  Medical  Leave  Act 
(H.R.  2),  Striker  Replacement  Bill  (H.R.  5).   Other 
issues  included  economic  conversion,  ERISA  preemption, 
NAFTA. 

1980  -  1990i   Staff  Director  and  Counsel  to  the  Subcommittee, 
Rep.  William  Clay,  Chairman  (19B3-1990) 
Rep.  Phillip  Burton,  Chairman  (1980-1983) 

Directed  a  staff  of  8-12  people  with  responsibility 
for  labor  and  pension  issues .   Helped  to  develop  agenda 
and  strategy  for  consideration  of  labor  and  pension 

i.  8  B  UO  B 

Primary  staff  fort  WARN  Act,  Family  and  Medical 
Leave  Act  Double  Breasting  bill.  Other  issues  in- 
cluded Electronic  Monitoring,  ERISA  Reform,  Older 
Workers  Benefit  Protection  Act,  Labor  Law  Reform,  NLRA 
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1990  -  1992»  Adjunct  Professor  of  Law,  Georgetown  University 
School.   Taught  course  on  Legislation. 
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1975  -  19_7_7 1   Field  Attorney,  National  Labor  Relations  Board, 
Region  11,  covering  North  and  South  Carolina.   Experience  in  trial 
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Juris  Doctorate,  1974 
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CASE  INTAKE  ESTIMATES 

Mr.  Serrano.  Thank  you. 

Mr.  Gould,  you  are  estimating  a  4.5  percent  increase  in  case  in- 
take in  1995,  compared  to  a  2.1  increase  in  1994.  On  what  informa- 
tion do  you  base  these  estimates? 

Mr.  GOULD.  I  am  going  to  turn  to  Mr.  Darden,  in  light  of  my  ear- 
lier disclaimer. 

Mr.  Darden.  Each  year  the  agency  solicits  intake  estimates  from 
its  regional  directors  in  the  33  regions.  Those  regional  directors  are 
asked  to  give  us  their  best  estimate  in  terms  of  the  remainder  of 
the  current  year,  the  following  year,  and  the  budget  year,  and  in 
this  case,  1995.  Those  estimates  are  based  on  their  being  right 
there  on  the  line,  where  the  case  first  comes  into  the  agency. 

All  our  cases  come  in  through  our  regional  offices.  No  cases  begin 
in  Washington.  The  regional  directors  take  into  consideration  de- 
mographics of  their  region,  any  organizing  activity  that  they  may 
know  of,  and  economic  factors  in  their  region  when  they  make 
those  estimates.  These  estimates  are  sent  into  Washington  and  are 
accumulated.  The  result  is  a  2.1  estimated  increase  for  1994  and 
a  4.5  percent  estimate  increase  in  1995.  As  the  General  Counsel 
noted  earlier,  the  arrival  of  new  board  appointees  could  stimulate 
new  activity. 

FIELD  BACKLOG 

Mr.  Serrano.  Fine.  Thank  you. 

By  the  end  of  1995  the  number  of  unfair  labor  practices  cases 
pending  in  regional  offices  is  expected  to  increase  approximately  50 
percent  and  exceed  10,000  cases.  What  is  causing  this  increase  and 
how  could  the  number  of  pending  cases  be  reduced? 

Mr.  GOULD.  Well,  I  think  that  the  problem  of  unresolved  cases 
is  something  that  we  are  very  much  concerned  with  and  that,  as 
I  have  said  earlier,  is  something  that  I  want  to  give  my  foremost 
attention  to. 

Various  ideas  have  been  put  forward  to  address  these  issues  in 
the  past  by  both  myself  and  others.  We  have  talked  about  the  idea, 
I  have  talked  about  the  idea,  and  we  at  the  Board  will  be  talking 
about  the  idea  of  rulemaking  as  a  vehicle  to  diminish  the  number 
of  cases  that  come  before  us  and  to  resolve  them  more  expedi- 
tiously. 

The  General  Accounting  Office  in  its  report,  its  assessment  of  the 
Board,  advocated  the  use  of  timetables  on  the  Board  side.  This  is 
another  matter  that  I  have  advocated  in  my  writings  and  that  we 
will  be  discussing  as  one  of  a  number  of  avenues  that  might  be  pur- 
sued or  might  not  be  pursued  to  diminish  this  backlog. 

Mr.  Feinstein.  I  might  add,  in  addition  to  what  Chairman  Gould 
has  said,  that  there  has  been  significant  staffing  decreases  which 
has  contributed  to  that  backlog.  The  1993  staffing  level  was  2,140, 
and  we  are  now  down  to  2,054.  So  there  has  been  approximately 
a  100-person  reduction  in  staff,  which  has  taken  its  toll. 

case  processing  times 

Mr.  Serrano.  Now,  how  do  the  current  case  processing  times 
compare  to  your  standards? 
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Mr.  FEINSTEIN.  I  think  that  on  the  general  counsel  side,  we  have 
been  successful,  the  agency  has  been  successful  in  the  past  in  com- 
ing pretty  close  to  meeting  its  time  targets.  The  most  significant 
time  target  perhaps  is  the  45-day  time  target  from  the  filing  of  a 
complaint,  from  the  filing  of  a  charge  to  the  issuance  of  a  com- 
plaint. And  I  believe  the  median  time  has  been  47  days. 

Also,  in  the  election  area,  at  least  the  initial  stage  of  the  process, 
we  have  been  successful  in  coming  pretty  close  to  meeting  those 
time  targets. 

Mr.  Gould.  We  don't  have  time  targets  on  the  Board  side.  And 
again,  this  is  a  matter  that  we  will  be  discussing  amongst  our- 
selves. 

Mr.  Serrano.  Okay.  I  would  like  to  recognize  Ms.  Pelosi. 

Ms.  Pelosi.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Chairman,  I  want  to  welcome  the  new  Chairman  of  the  Na- 
tional Labor  Relations  Board.  I  say  that  with  great  local  pride,  as 
a  Bay  Area  Representative  in  Congress. 

What  you  should  know,  Mr.  Chairman,  is  that  Chairman  Gould 
comes  to  this  position  with  a  widespread,  broad-based  support  in 
our  community.  It  is  a  source  of  great  pride  that  his  confirmation 
was  moved  through  and  that  he  is  here  with  us  today. 

Of  course,  we  are  pleased  to  see  an  old  friend  in  the  General 
Counsel's  office,  a  very  important  office,  as  I  learned  when  I  was 
on  the  Housing  and  Employment  Subcommittee  of  Government  Op- 
erations. We  had  our  concerns  with  the  lack  of  balance  on  the 
NLRB  and  obviously  worked  closely  with  the  General  Counsel's  of- 
fice for  some  of  our  concerns. 

The  resolution  of  those  concerns  hopefully  is  upon  us  with  this 
new  balanced  NLRB,  and  I  welcome  all  of  you  here,  and  particu- 
larly, to  say  how  proud  I  am  of  the  new  Chairman.  I  know  I  speak 
for  my  colleagues  from  the  Bay  Area  in  expressing  the  pride  that 
we  all  have  in  your  appointment  and  your  confirmation,  and  what 
it  means  to  working  people  in  America  to  have  the  balance  that 
this  new  board  will  have  in  terms  of  labor  relations. 

Mr.  Gould.  Thank  you,  Congresswoman  Pelosi.  It  is  a  pleasure 
to  see  you  again. 

DIAMOND  WALNUT 

Ms.  PELOSI.  Thank  you.  It  is  a  pleasure  to  see  you  and,  as  I  said, 
Fred  Feinstein,  an  old  friend  of  many  of  us  in  the  Congress. 

Mr.  Chairman,  I  just  have  one  question  because  our  Chairman 
has  expressed  some  of  the  concerns  and  sought  the  clarifications 
that  I  would  have  as  well.  There  is  one  case  that  I  hope  you  might 
be  able  to  shed  some  light  on. 

The  Diamond  Walnut  case  has  been  unresolved  for  a  while  now. 
Can  you  tell  me  the  current  status  of  attempts  to  resolve  this  dis- 
pute and  what  plans  the  NLRB  has  for  this  case? 

Mr.  Gould.  I  think  I  can,  Congresswoman  Pelosi.  The  Diamond 
Walnut  case  involves  post-election  issues  arising  from  an  October, 
1993  rerun  election.  One  thousand  three  hundred  people  voted  in 
the  context  of  a  lengthy  strike.  The  Oakland  office  has  devoted  con- 
siderable time  to  looking  at  objections. 

On  February  28th  and  March  1,  the  petitioner  and  the  employer 
filed  requests  for  review  of  a  fifth  supplemental  decision  on  chal- 
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lenged  balance.  And  on  March  2,  the  petitioner  filed  a  request  for 
the  review  of  the  fourth  supplemental  decision  on  objections. 

The  requests  for  review  have  been  assigned  to  the  Board's  so- 
called  R  Unit,  which  is  a  specialized  unit  on  the  Board  handling 
only  representation  matters.  And  it  has  been  assigned  there  and  it 
is  to  be  processed  expeditiously.  That  is  the  expectation  in  connec- 
tion with  this  case  and  representation  cases  generally. 

I  have  not  personally  focused  on  this  case.  As  I  indicated  to  the 
Chairman,  I  arrived  here  Monday  night  and  yesterday  was  my  first 
day  in  my  office.  But  that  is  the  best,  most  up-to-date  information 
I  can  provide  you  with  at  this  point. 

I  don't  know,  for  instance,  precisely  what  the  nature  of  the  peti- 
tion is,  what  kinds  of  issues  are  raised.  If  you  would  like  to  know 
more  about  that,  Congresswoman  Pelosi,  I  would  be  certainly 
pleased  to  provide  more  detailed  information  to  you. 

[The  information  follows:] 
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STATUS  OF  DIAMOND  WALNUT  CASES 

Diamond  Walnut  Growers,  Inc.  is  a  grower  owned  cooperative  located 
in  Stockton,  California.  The  year-round  and  seasonal  employees  have  been 
represented  by  Teamsters,  Local  601.  The  bargaining  unit  includes 
approximately  1 ,300  employees.  Following  the  expiration  of  the  last  contract, 
the  Union  went  on  strike  in  the  fall  of  1991  and  the  Employer  continued  to 
operate  with  striker  replacements,  nonstriking  employees,  and  returning 
strikers. 

During  the  early  stages  of  the  strike,  the  Union  filed  a  charge  against 
the  Employer  in  Case  No.  32-CA-12302  on  January  21,  1992,  complaint 
issued  on  March  13,  1992.  Subsequent  charges  were  filed  in  Case  No.  32- 
CA-12397  on  March  6,  1992  and  32-CA-1 2702-1  on  August  24,  1992.  They 
were  consolidated  for  hearing  and  the  administrative  law  judge  issued  his 
decision  on  February  24,  1993  finding  merit  in  certain  of  the  complaint 
allegations.  The  Board  upheld  his  decision  as  reported  at  312  NLRB  No.  21, 
which  issued  on  September  13,  1993.  The  Employer  filed  a  petition  for 
review  in  the  Ninth  Circuit  and  the  Board  filed  a  cross-petition  for 
enforcement.  Those  cases  remain  pending  in  the  Ninth  Circuit. 

The  Union  filed  a  petition  for  representation  in  Case  No.  32-RC-3553 
on  April  27,  1992.  The  Regional  Director's  decision,  issued  on  July  10,  1992, 
directed  a  bifurcated  election  in  order  to  avoid  disenfranchising  the  striking 
employees.  On  July  24,  1992,  the  Employer  filed  a  request  for  review  and 
the  Regional  Director's  decision  was  upheld  by  the  Board.  In  this  decision, 
308  NLRB  No.  143  issued  on  September  22,  1992,  the  Board  directed  a 
bifurcated  election  with  two  separate  polling  sessions,  one  prior  to  the 
anniversary  date  of  the  ongoing  economic  strike  to  enfranchise  the  strikers 
and  the  other  during  the  seasonal  peak  of  employment.  The  first  session  of 
the  election  had  already  been  held,  on  August  11,  1992.  The  second  session 
was  held  on  October  8  &  9,  1992.  The  Union  lost  the  first  election,  but  it  was 
set  aside  following  a  hearing  issued  on  September  17,  1993. 

The  second  election  was  conducted  on  October  7  &  8,  1993.  Under 
the  Board's  rules  the  striking  employees  remained  eligible  to  vote  in  the 
rerun  election.  The  election  resulted  in  challenges  being  determinative.  On 
February  2,  1994,  the  Regional  Director  issued  a  decision  setting  certain  of 
the  Union's  objections  for  hearing  and  overruling  other  objections.  In 
addition,  the  Regional  Director  issued  a  decision  dealing  with  635 
challenged  ballots  on  February  9,  1994.  It  overruled  the  challenges  to  449 
ballots  and  sustained  the  challenges  to  66  ballots.  Challenges  to  the 
remaining  120  ballots  would  be  decided  only  if  they  remained  determinative 
after  the  449  ballots  were  opened  and  counted.  The  above-mentioned 
decisions  are  pending  before  the  Board  on  request  for  review  filed  by  the 
Union. 
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CHRONOLOGY 
DIAMOND  WALNUT  GROWERS,  INC. 


January  21,  1992 


March  6,  1992 

April  11,  1992 

August  24,  1992 

September  24,  1992 
October  6,  1992 
February  24,  1993 

September  13,  1993 


Case  32-CA-12302 

Union  files  charges  against  Diamond  Walnut. 

Case  32-CA-1 2302-2 

Union  files  charges  against  Diamond  Walnut. 

Case  32-CA-12397 

Union  files  charges  against  Diamond  Walnut. 

Regional  Director  (RD)  issues  complaint  in 
Case  32-CA-12937. 

Case  32-CA-12702,  Union  files  charges  against 
Diamond  Walnut. 

RD  issues  complaint  against  Diamond  Walnut. 

RD  issues  complaint  32-CA-12702. 

Administrative  Law  Judge  (ALJ)  issues  decision 
in  cases  32-CA-12397  &  32-CA-12702. 

Board  upholds  ALJ  decision  reported  312  NLRB 
No.  21. 
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CHRONOLOGY 

DIAMOND  WALNUT  GROWERS,  INC. 

32-RC-3553 


July  10,  1992 
July  24,  1992 
August  11,  1992 
September  22,  1992 


October  8  &  9,  1992 
February  3,  1993 

February  17,  1993 

March  9,  1993 


March  24,  1993 

March  31,  1993 
May  13,  1993 

September  17,  1993 


RD  issued  Decision  and  Director  of  Election. 

Employer  filed  request  for  review. 

First  session  of  the  election  held. 

Board  issued  Decision  on  Review  (308  NLRB 
No.  143),  directing  a  bifurcated  election  with  two 
separate  polling  sessions,  one  prior  to  the 
anniversary  date  of  ongoing  economic  strike  to 
enfranchise  the  strikers  and  the  others  during  the 
seasonal  peak  of  employment. 

Second  session  of  election  held. 

RD  issued  Supplemental  Decision  on  Challenged 
Ballots. 

Petitioner  filed  request  for  review  of 
Supplemental  Decision  on  Challenged  Ballots. 

RD  issued  Second  Supplemental  Decision. 

Objections  to  Election  wherein  he  concluded  that 
certain  objections  be  resolved  by  a  hearing. 

Board  issued  Order  denying  Petitioner's  request 
for  review  of  RD's  Supplemental  Decision  on 
Challenged  Ballots. 

Petitioner  filed  request  for  review  of  RD's  Second 
Supplemental  Decision  on  Challenged  Ballots. 

Board  issued  Order  granting  Petitioner's  request 
for  review  to  Objections  4  &  5  and  remanding  to 
RD  for  hearing. 

RD's  Third  Supplemental  Decision  and  Direction 
of  Second  Election. 
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October  1,  1993 


October  7,  1993 

February  2,  1994 
February  9,  1994 
February  18,  1994 

February  28,  1994 
March  1,  1994 
March  2,  1994 
March  22,  1994 


CHRONOLOGY 

DIAMOND  WALNUT  GROWERS,  INC. 

32-RC-3553, 

continued 

Petitioner  filed  request  for  review  of  RD's  Third 
Supplemental  Decision  and  RD's  request  for 
permission  to  count  ballots  notwithstanding  late 
filed  unfair  labor  practice  charge  (ULP). 

Board  issued  Orders  authorizing  RD  to  count 
ballots  and  denying  Petitioner's  request  for  review 
of  Third  Supplemental  Decision. 

RD  issued  Fourth  Supplemental  Decision  on 
Objections. 

RD  issued  Fifth  Supplemental  Decision  on 
Challenged  Ballots. 

Employer  filed  request  asking  Board  to  direct  RD 
to  count  ballots  notwithstanding  the  filing  of  any 
request  for  review. 

Petitioner  filed  request  for  review  of  Fifth 
Supplemental  Decision. 

Employer  filed  request  for  review  of  Fifth 
Supplemental  Decision. 

Petitioner  filed  request  for  review  of  Fourth 
Supplemental  Decision. 

Board  issued  Order  denying  Employer's  request 
that  Region  32  (Oakland)  be  directed  to 
immediately  proceed  to  count  the  ballots  in 
accordance  with  2/9/94  Fifth  Supplemental 
Decision. 
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Ms.  PELOSI.  I  would  appreciate  that,  Mr.  Chairman.  I  just  won- 
dered if  you,  or  if  any  of  your  associates,  had  any  idea  of  the  time 
frame  before  the  next  step. 

Mr.  Feinstein.  Let  me  just  add  one  point  to  what  the  Chairman 
said,  and  that  is  it  is  my  understanding  that  within,  I  think,  the 
last  couple  of  weeks,  that  the  parties  have  agreed  to  mediation.  I 
believe  the  FMCS  is  now  involved.  And  ultimately,  of  course,  if  the 
parties  can  settle  their  dispute,  that  would  of  course  ultimately  be 
the  best  solution  and  the  quickest  solution.  So  that  is  another  fac- 
tor which  is  a  new  development  in  the  situation. 

Ms.  PELOSI.  I  appreciate  that.  Thank  you,  Mr.  Feinstein. 

Thank  you,  Mr.  Chairman. 

Do  you  have  anything  to  add  to  that  or  is  that 

Mr.  Stephens.  No,  I  don't.  Thank  you. 

Ms.  PELOSI.  Well,  Mr.  Chairman,  with  that  I  once  again  want  to 
congratulate  our  witnesses  here  today  for  their  testimony,  but  for 
their  new  positions  as  well.  Our  hopes  are  with  them  on  it. 

I  want  to  also  welcome  Mr.  Stephens,  and  wish  you  all  much  suc- 
cess. I  look  forward  to  working  with  you  on  your  appropriation,  and 
the  work  that  you  do  that  is  so  important  to  working  people  in 
America. 

Mr.  Gould.  Thank  you.  Thank  you,  Congresswoman. 

Mr.  Serrano.  You  know,  listening  to  you  remind  us  that  you  just 
took  over  yesterday,  reminds  me  that  when  I  was  sworn  in  to  Con- 
gress on  March  28th  of  1990,  the  ceremonial  swearing  in  in  the 
Speaker's  office  was  called  off  so  that  I  could  go  vote  on  a  $400  mil- 
lion expenditure. 

Ms.  Pelosi.  You  were  fully  prepared. 

RULEMAKING 

Mr.  Serrano.  I  was  well  informed. 

Sir,  you  mentioned  rulemaking  as  something  that  you  really  look 
forward  to  being  involved  with.  And  with  that  in  mind,  I  would  like 
to  ask  what  has  been  the  Board's  experience  with  rulemaking  to 
date? 

Mr.  Gould.  Yes,  one  of  the  first  things  I  want  to  look  at — and 
I  don't  know  the  answer  to  your  question — is  what  the  impact  has 
been  in  the  hospital  industry.  Do  we  have  anything  on  that? 

Mr.  Stephens.  I  think  we  could  provide  something  for  the  record, 
because  my  recollection  is  a  couple  of  years  ago  we  asked  our  rep- 
resentation unit  to  gather  some  information  about  the  number  of 
health  care  cases  coming  into  the  Board. 

As  the  committee  may  recall,  the  thing  that  led  us  to  institute 
rulemaking  in  the  health  care  area  was  the  unconscionable  delay 
that  was  occurring  with  these  health  care  cases,  because  some  of 
the  employers  were  disputing  the  appropriateness  of  the  unit.  And 
employers  devised  very  novel  ways  to  have  protracted  hearings, 
consuming  thousands  of  pages  of  record  and  taking  literally 
months  to  conclude,  and  then  submitting  the  matter  to  the  Board. 

One  of  our  principal  objectives  with  rulemaking  was  to  come  up 
with  standards  that  could  be  applied  uniformly  and  be  upheld  in 
the  courts  and  thereby  dramatically  reducing  the  time  for  process- 
ing those  cases.  And  I  think  it  was  several  years  after  the  rules 
were  finally  upheld  by  the  Supreme  Court  and  implemented  that 
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we  looked  at  the  body  of  cases  coming  in  to  ascertain  how  many 
there  were,  how  many  requests  for  review  there  were  and  how  the 
unit  determinations  were  being  resolved  expeditiously,  and  I  think 
it  did  confirm  that  that  ceased  to  be  a  problem  area  for  us. 

But  we  would  have  to  go  back  and  provide  that  for  the  commit- 
tee. I  think  whatever  snapshot  we  took  a  couple  years  ago,  it  has 
probably  been  pretty  consistent  since  then. 

[The  information  follows:] 


488 


The  Representation  Unit  at  the  Washington  offices  at  the 
National  Labor  Relations  Board  does  not  maintain  its  own 
statistics.   It  receives  statistics  from  the  Statistical  Services 
Unit  based  upon  data  fed  into  the  Chips  system  from  various 
Regions.   However,  there  is  no  differentiation  in  this  data 
between  acute  care  hospitals  over  which  the  Board  has  exercised 
rulemaking  and  other  types  of  hospitals  not  presently  covered  by 
the  Board's  rulemaking  such  as  psychiatric  hospitals  and 
rehabilitation  hospitals.   Enclosed  are  the  statistics  that  are 
available,  for  the  periods  Oct.  1983-April  1991,  when  the  Supreme 
Court  permitted  the  Board's  rule  to  take  effect,  and  Hay  1991  to 
September  1993.   Figures  are  not  available  prior  to  October  1983. 
These  would  have  been  the  most  meaningful  because  it  was  during 
the  period  1974-1983  that  hospital  organizing  was  most  prevalent, 
and  lengthy  delays  occurred  because  of  litigation  over 
appropriate  units.   In  1984,  the  Board  issued  its  decision  in  St. 
Francis  Hospital,  271  NLRB  948,  making  it  clear  that  only  a 
handful  of  units  would  be  found  appropriate;  hence,  there  was  not 
much  to  litigate,  and  cases  moved  relatively  rapidly.   With  the 
Board's  promulgation  of  its  rule,  effective  in  1991,  unions  were 
permitted  to  petition  for  a  number  of  different  types  of  units, 
such  as  RN  units,  skilled  maintenance  units,  and  business  office 
clerical  units. 
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You  will  note  that  there  is  no  improvement  in  the  period  of 
time  that  it  takes  us  to  process  the  case  inside  the  Board.   I  am 
presently  attempting  to  determine  the  reasons  for  this.   If  you 
would  like,  I  would  be  pleased  to  share  the  results  of  my 
research  with  you. 

The  Representation  Unit  advises  me  that  it  knows  of  no  case 
in  the  past  few  years  in  which  a  party  has  urged  extraordinary 
circumstances  as  a  basis  for  departing  from  the  unit  rule  which 

was  approved  by  the  United  States  Supreme  Court  in  American 
Hospital  Association.   The  Representation  Unit  also  advises  me 
that  appropriate  unit  issues  have  not  been  taken  by  employers  to 
the  courts  as  a  general  matter  and  that  the  Unit  knows  of  only 
one  or  two  cases  in  which  this  has  happened.   Prior  to  the 
exercise  of  rulemaking  numerous  health  care  unit  issues 
freguently  reached  the  courts  and  the  Board's  decisions  were 
freguently  denied  enforcement  many  years  after  an  election  had 
taken  place  or  was  scheduled  to  take  place. 
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Sheet2 


Hospital  Elections 

Median  Days  from  Filing  to  Election  Held 

All  Elections  Stipulated  Elections 

October  1 983  -  April  1 991  60  54 

May  1991  -  September  1993  68  56 

Median  Days  from  Filing  to  Date  Closed 
All  Elections  Stipulated  Elections 

October  1 983  -  April  1 991  77  66 

May  1991  -  September  1 993  84  71 
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Problems  remain,  notwithstanding  rulemaking,  because  the 
guestion  of  which  employees  fit  within  the  categories  established 
by  the  rule  can  still  be  disputed.   However,  the  Board  has  issued 
15  published  decisions  on  such  issues  establishing  precedents  and 
as  patterns  have  emerged  litigation  on  this  matter  occurs  less 
and  less.   It  is  nonetheless  possible  that  further  rulemaking  on 
placement  may  be  necessary. 

Finally,  as  the  Committee  may  know,  the  guestion  of 
supervisory  status  for  various  classifications,  mostly  charge 
nurse,  is  not  addressed  by  the  rule  and  is  a  matter  now  pending 
before  the  United  States  Supreme  Court.   Health  Care  &  Retirement 
Corp.  v.  NLRB.  987  F.2d  1256  (6th  Cir  1993,  cert,  granted  Oct.  4, 
1993) .   Another  issue  which  has  arisen  relates  to  whether  the 
unit  is  appropriate  when  the  petition  covers  more  than  one 
facility  or  where  the  Employer  believes  that  it  should  cover  more 
than  one  facility.   Again,  this  matter  is  not  addressed  by  the 
rule  and  may  be  suitable  for  future  rulemaking. 


492 


Hospital  Elections  Held  in  FY  1984  -  FY  1993 


Total  No.  of  Total  No.  of 

Elections         Stipulated  Elections 


October  1983 -April  1991 
May  1991  -  September  1993 


821 
277 


609 
196 


Hospital  Elections 


Median  Days  from  Filing  to  Election  Held 

All  Elections  Stipulated  Elections 


October  1 983  -  April  1 991  60 

May  1 991  -  September  1 993  68 


54 
56 


Median  Days  from  Filing  to  Date  Closed 
All  Elections  Stipulated  Elections 


October  1 983  -  Apri  1 1 991  77 

May  1991  -  September  1993  84 


66 
71 
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Mr.  Gould.  I  would  want  to  say  that  not  only  will  we  try  to  pro- 
vide that  to  the  committee,  but  also  that  would  be  the  very  first 
thing  that  I  would  want  to  look  at  with  the  other  Board  Members 
in  making  an  assessment  about  whether  rulemaking  is  appropriate 
in  other  contexts  outside  of  health  care. 

SPECIALIZED  TRAINING 

Mr.  Serrano.  Okay.  Speaking  of  the  record  here,  the  Board's 
training  budget  has  decreased  from  over  $500,000  in  1992  to  vir- 
tually zero  in  1994,  1995.  We  would  like  for  you  to  insert  at  this 
point  in  the  record  a  five-year  history  of  training  funding,  the  num- 
ber of  employees  trained,  the  average  training  cost  per  employee, 
and  the  major  training  programs  offered  in  each  year.  And  with 
that  in  mind,  what  impact  has  this  cut  in  training  had  on  the 
Board? 

[The  information  follows:! 
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Mr.  FEINSTEIN.  Well,  let  me  just  respond  that  it  is  something 
that  we  are  quite  concerned  about.  Obviously  the  ability  of  the 
Agency  to  perform  its  function  and  mission  is  very  much  dependent 
on  a  training  program  and  there  have  been,  as  you  have  indicated, 
serious  cuts  in  that  program.  It  is  something  that  we  are  looking 
at  and  we  are  trying  to  figure  out  how  to  make  do  with  what  we 
had,  but  we  are  quite  concerned  about  it. 

Mr.  Serrano.  How  much  would  it  cost  to  provide  for  adequate 
training  in  1995? 

Mr.  Darden.  It  would  cost  us  approximately  $800,000. 

Mr.  Serrano.  And  how  would  you  target  that? 

Mr.  Darden.  We  have  several  specialized  agency  training  pro- 
grams, one  of  which  is  training  of  supervisors.  This  basically  fo- 
cuses on  case  handling  objectives  and  timeliness  and  quality  of 
those  cases. 

We  would  also  conduct  the  trial  training  program.  The  purpose 
of  this  program  is  to  train  attorneys  in  the  preparation  of  a  trial 
for  unfair  labor  practice  cases.  This  enhances  the  skills  of  the  trial 
attorneys  which  result  in  better  litigation  and  a  higher  success 
rate. 

Also,  we  haven't  trained  our  new  employees.  We  have  about  75 
new  employees,  attorneys  and  field  examiners,  that  have  not  been 
trained  in  our  regional  offices  as  well  as  headquarters,  since  1992. 

Finally,  I  think  we  would  also  conduct  compliance  training  which 
will  deal  with  the  issues  and  problems  pertaining  to  bankruptcy 
and  other  items  in  terms  of  collection  of  back  pay  for 
discriminatees. 

Mr.  Serrano.  Thank  you. 

Ms.  Pelosi. 

Ms.  Pelosi.  I  have  no  further  questions,  Mr.  Chairman. 

Mr.  Serrano.  I  have  no  further  questions. 

We  would  like  to  thank  you.  I  join  Ms.  Pelosi  in  congratulating 
all  of  you.  And  we  look  forward  to  a  good  working  relationship. 
Thank  you. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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STAFFING 

Mr.  Natcher:  What  are  your  FTE  targets  for  1993  through  1995  to 
comply  with  the  President's  Executive  Order  to  reduce  Federal  employment, 
and  how  do  these  targets  compare  to  the  staffing  levels  funded  in  your 
budget? 

Mr.  Feinstein:  Our  Full-Time  Equivalent  (FTE)  targets  under 
Executive  Order  12839  are  2,119  for  Fiscal  Year  (FY)  1993,  2,086  for  FY 
1994,  and  2,054  for  FY  1995.  Our  actual  FTE  employment  in  FY  1993  was 
2,085.  As  a  result  of  absorbing  costs  for  the  locality  pay  increase  in  January 
1994,  our  FTE  employment  in  FY  1994  will  decrease  to  2,075.  Our  request 
for  FY  1995  is  2,054  FTE,  which  is  consistent  with  the  targets  expressed  in 
the  Executive  Order. 

CASE  PROCESSING  STANDARDS 

Mr.  Natcher:  How  do  your  current  case  processing  times  compare  to 
your  standards  in  1994  and  1995? 

Mr.  Feinstein:  In  October  1992,  the  first  month  of  Fiscal  Year  (FY) 
1993,  the  percent  of  overage  unfair  labor  practice  cases  was  5.9.  That 
number  gradually  but  steadily  increased  throughout  the  year  to  7.9  percent 
in  September  1993.  The  percentage  jumped  to  10  percent  one  month  later  in 
October  and  has  increased  substantially  to  14.4  percent  at  the  end  of 
January  1994.  Thus,  the  percentage  of  overage  cases  has  increased  almost 
two  and  one  half  times  in  only  15  months.  There  also  has  been  an  increase 
in  the  number  of  overage  compliance  cases  from  5.8  percent  in  September 
1992  to  9.2  percent  in  January  1993. 

In  view  of  the  expected  increase  in  case  filings,  this  situation  can  only 
become  more  serious.  It  has  been  our  experience  that  as  cases  become 
more  overage,  continuing,  festering  labor  disputes  lead  to  more  charges. 
Further,  those  charges  become  increasingly  difficult  to  investigate  as 
witnesses  move  and  their  memories  become  less  reliable. 

Further  evidence  of  the  case  handling  delays  with  which  the  public 
and  this  Agency  are  now  faced  are  the  number  of  cases  pending 
investigation.  In  January  1993,  the  number  was  2,872,  but  that  has 
increased  16  percent  to  3,334  in  January  1994. 

These  delays  inevitably  will  spread  to  representation  cases,  where  the 
purposes  of  the  Act  can  be  achieved  most  immediately  or  be  the  most 
frustrated  if  cases  cannot  be  resolved  promptly.  It  is  by  means  of  the 
Agency's  representation  procedures  that  those  employees  desiring  to  be 
represented  by  a  union  can  have  that  choice  officially  sanctioned  by  Board 


497 


certification.  We  are  currently  holding  elections  in  a  median  of  50  days, 
which  is  our  goal.  Similarly  we  continue  to  issue,  within  our  target  of  45 
median  days,  representation  case  decisions  which  determine  whether  an 
election  is  to  be  directed. 

However,  as  you  know,  labor  organizations  frequently  complain  that  it 
takes  too  much  time  to  complete  the  election  and  certification  process.  If  we 
continue  to  operate  below  the  staffing  level  requested,  case  handling  delays 
will  continue  to  increase.  As  noted,  it  is  inevitable  that  delayed  case 
processing  will,  in  ana  of  it  self,  create  further  delays.  This,  in  turn,  leads  to 
more  serious  and  costly  labor  disputes.  Examples  follow  of  some  of  the 
extremely  difficult  situations  we  are  encountering  with  increasing  frequency. 

NEW  ORLEANS  REGIONAL  OFFICE 

Our  New  Orleans  Regional  Office  has  been  experiencing  great 
difficulty  in  processing  its  cases  in  a  timely  fashion.  The  case  intake  rose 
dramatically  in  FY  1993.  The  unfair  labor  practice  and  representation  cases 
filed  in  the  Region  increased  by  51.2  and  13.5  percent,  respectively,  over  FY 
1992.  Through  February  1994,  the  number  of  unfair  labor  practice  and 
representation  cases  filed  in  the  Region  have  increased  22.7  and  23.3 
percent,  respectively,  compared  to  the  same  period  in  FY  1993.  Several  of 
these  cases  involve  issues,  such  as  surface  bargaining,  which  require  a 
major  investment  in  Agency  resources.  Consequently,  as  of  February  1994, 
the  Region  had  a  backlog  of  92  unexcused  overage  cases.  Furthermore,  the 
number  of  situations  pending  investigation  is  328%  greater  than  it  was  at  the 
same  time  last  year. 

Due  to  the  increased  case  filings,  the  Region  has  insufficient  staff  to 
process  the  cases  in  a  timely  fashion.  We  have,  therefore,  provided 
significant  assistance  to  the  Region.  All  pre-election  representation  case 
decisions  in  New  Orleans  are  currently  being  written  by  other  regions.  One 
expert  field  examiner  was  assigned  to  work  for  the  New  Orleans  Office  for  13 
weeks  out  of  his  home  office  in  Birmingham.  He  investigated  cases  arising 
out  of  southern  Alabama  on  behalf  of  New  Orleans.  We  have  also  assigned 
two  other  expert  field  examiners  to  the  New  Orleans  Region  for  90  days 
each.  One  is  stationed  in  Monroe,  Louisiana,  and  the  other  is  in  Pensacola, 
Florida.  They  are  investigating  cases  arising  in  their  areas.  Due  to 
insufficient  staffing,  a  reemployed  annuitant  is  the  hearing  officer  in  an 
objections  and  challenges  hearing  in  Avondale  Industries,  which  opened  on 
September  27,  1993,  and  is  not  expected  to  close  until  the  end  of  March.  It 
was  also  necessary  to  send  an  expert  field  attorney  from  our  Kansas  City 
Regional  Office  to  New  Orleans  to  serve  as  counsel  for  the  Regional  Director 
at  that  hearing.  An  attorney  from  another  region  has  also  been  assigned  to 
work  with  the  hearing  officer  in  reviewing  the  transcript,  which  totals  more 
than  14,000  pages,  and  in  researching  and  drafting  the  written  report. 
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The  organizing  effort  at  Avondale  by  the  New  Orleans  Metal  Trades 
Council  has  resulted  in  charges  alleging  approximately  88  unlawful 
discharges,  the  unlawful  layoff  of  12  employees,  and  the  unlawful  refusal  to 
hire  29  individuals.  The  layoffs,  refusal  to  hire,  and  55  discharges  remain  to 
be  investigated.  Two  employees  from  other  regions  are  being  sent  to  New 
Orleans  to  work  on  these  cases. 


Another  case  in  our  New  Orleans  Regional  Office,  Wye  Electric.  Inc.. 
involves  violations  of  Sections  8(a)(1),  (3)  and  (4)  of  the  Act  concerning  the 
employer's  alleged  unlawful  refusal  to  reinstate  five  unfair  labor  practice 
strikers  and  failure  to  hire  43  alleged  discriminatees  who  applied  for  work  at 
job  sites  located  in  Louisiana  and  Mississippi.  Due  to  Regional  understating, 
the  case  is  pending  trial  following  a  lengthy  investigation.  Further,  in  Monroe 
Manufacturing.  Inc..  et  al.  the  investigation  was  substantially  delayed 
because  of  Regional  understating  as  we  were  able  to  assign  only  one  agent 
to  investigate  a  massive  case  in  which  it  is  estimated  that  25  trial  days  will  be 
required  to  prove  complaint  allegations  involving  24  instances  of  Section 
8(a)(1)  violations,  21  Section  8(a)(3)  allegations  and  several  Section  8(a)(5) 
violations  involving  unilateral  changes  and  direct  dealing.  In  addition,  a 
second  complaint  has  been  authorized  against  Monroe  alleging  an  additional 
five  violations  of  Section  8(a)(3)  of  the  Act,  and  additional  unilateral  changes 
in  violation  of  Section  8(a)(5)  of  the  Act.  Due  to  a  lack  of  trial  attorneys  in  the 
Region,  we  were  required  to  assign  the  case  to  another  region's  attorney 
which  resulted  in  additional  delay  and  expense.  Another  major  case  in  our 
New  Orleans  Region,  Bayou  Steel  Corporation,  has  been  delayed  in  both  its 
investigation  and  litigation  due  to  a  shortage  of  staff.  This  case  involves  22 
surface  bargaining  allegations  and  an  unfair  labor  practice  strike  allegation. 
The  matter  is  pending  litigation  which,  if  not  settled,  will  require 
approximately  five  months  of  attorney  time  for  pre-trial  preparation,  about 
four  weeks  of  trial,  and  two  to  three  months  to  review  an  extensive  transcript 
and  write  the  brief. 

BALTIMORE  REGIONAL  OFFICE 

In  our  Baltimore  Regional  Office,  the  percentage  of  cases  pending 
investigation  has  increased  by  134%  over  the  same  period  last  fiscal  year. 
The  Region  continues  to  report  80  cases  overage  which  constitutes  21.9%  of 
its  cases.  As  in  various  other  regions,  this  backlog  is  attributable  to  a  variety 
of  factors,  including  the  big  impact  cases  which  continue  to  be  filed  and  have 
affect  that  office  for  several  years. 

For  instance,  the  National  Football  League  (NFL)  cases,  for  which 
litigation  began  in  1988,  continue  to  consume  the  time  of  several 
professional  employees  who  have  been  involved  in  numerous  settlement 
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discussions  as  the  Region  attempts  to  achieve  compliance  with  the  Board 
order.  It  is  estimated  that  approximately  $30,000,000  backpay  is  due  to 
1,400  discriminatees.  Currently,  one  Board  agent  is  devoting  20  hours  per 
week  to  locating  and  interviewing  discriminatees  who  are  dispersed 
throughout  the  country.  Computation  of  the  backpay  is  difficult  since 
bonuses  are  involved  and  backpay  for  professional  athletes  is  obviously  not 
as  straightforward  as  that  for  an  employee  who  works  a  regular  workweek.  It 
is  anticipated  that  surveys  of  discriminatees  will  have  to  be  developed  and 
distributed  to  employees  once  they  are  found.  Additional  charges  have  been 
filed  against  the  NFL  regarding  the  settlement  of  both  the  antitrust  and 
trademark  infringement  case.  Over  the  last  six  months  four  Board  agents 
have  been  assigned  to  review  the  approximately  5,000  pages  of 
documentation  provided  thus  far  in  the  investigation. 

An  ongoing  and  highly  public  organizational  campaign  conducted  by 
the  Service  Employees  International  Union  (SEIU)  has  resulted  in  numerous 
charges  of  unfair  labor  practice  and  Federal  district  court  litigation.  The  unfair 
labor  practice  trial  was  conducted  for  20  days  over  a  six  month  period.  This, 
combined  with  subpoena  enforcement  litigation  and  the  preparation  of 
Section  10(1)  injunction  papers,  has  taken  approximately  14  weeks.  Another 
Baltimore  case,  Ultra  Systems.  Inc..  required  extensive  intra-regional 
cooperation  and  assistance  as  the  employer  had  previously  engaged  in 
extensive  unfair  labor  practices  in  several  cases  outside  the  Baltimore 
Region.  The  Baltimore  case  involved  refusals  to  hire  approximately  70 
discriminatees.  Investigation  of  the  cases  took  several  weeks,  and  the  two 
Board  Attorneys  who  ultimately  tried  the  cases  worked  full  time  on  the  cases 
for  six  months.  The  trial  lasted  eight  weeks.  After  a  favorable  Administrative 
Law  Judge  (ALJ)  Decision,  one  attorney  was  assigned  full  time  to  the  case 
for  10  weeks  to  prepare  several  answering  briefs  and  memoranda  on 
evidentiary  issues. 

One  Board  attorney  was  assigned  to  work  full  time  on  13  consolidated 
cases  against  the  United  States  Postal  Service  for  seven  months.  Though 
the  matter  has  settled,  extensive  time  has  been  spent  on  finalizing  and 
implementing  the  settlement  which  involves  facilities  in  three  regions.  Finally, 
a  compliance  case  in  Lone  Star  Industries  in  which  the  Region  is  seeking 
backpay  for  a  case  which  commenced  in  1979  continues  to  take  significant 
amounts  of  time  to  process.  For  the  past  year  and  a  half  one  Board  agent 
has  devoted  30  hours  per  week  to  handle  difficult  compliance  issues  in  this 
case  which  have  been  made  more  difficult  by  the  employer's  bankruptcy 
filing.  A  tentative  settlement  has  been  worked  out  subject  to  the  approval  of 
the  bankruptcy  court. 

To  assist  the  Baltimore  Regional  Office  and  in  an  effort,  albeit 
unsuccessful  to  this  point,  to  keep  the  cases  pending  from  increasing,  we 
have  been  forced  to  detail  a  number  of  employees  to  that  office.  In  fact, 
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during  this  fiscal  year  alone,  four  employees  have  been  or  will  be  detailed  for 
two  and  one  half  months  and  six  employees  will  or  have  been  detailed  for 
two  months. 

MANHATTAN  REGIONAL  OFFICE 

Our  Manhattan  Region  provides  a  classic  example  as  to  the  long  term 
consequences  of  a  case  processing  backlog.  By  early  1992,  the  Manhattan 
Regional  Office,  which  had  traditionally  performed  timely  and  well,  had 
developed  a  backlog  of  approximately  360  unfair  labor  investigations,  a 
figure  unprecedented  in  the  history  of  the  Agency.  The  backlog  was  the 
result  of  the  Agency's  inability  to  adequately  staff  the  Region  in  the  face  of  a 
large  number  of  cases  as  well  as  protracted  litigation  concerning  two  major 
labor  disputes  in  the  New  York  area. 

Since  1991,  the  Agency  has  transferred  the  preparation  of  Regional 
Director  decisions  in  representation  cases  from  Manhattan  to  other  regions 
to  reduce  some  of  the  workload  in  Manhattan,  and  transferred  other  work 
that  did  not  require  person-to-person  involvement  on  the  part  of  a  Board 
agent.  Beginning  in  January  1992,  the  Agency  began  a  massive  effort  to 
detail  employees  into  Manhattan  for  the  purpose  of  eliminating  the  backlog. 
This  effort  included  the  detail  of  a  team  of  six  experienced  field  agents  into 
Manhattan  for  a  nine  month  period  in  1992,  the  continuing  detail  of  expert 
level  investigators  into  Manhattan,  and  the  provision  of  casehandling 
assistance  and  details  from  neighboring  Regions  in  Brooklyn  and  Newark. 
Five  new  employees  have  been  hired  into  Manhattan  in  the  last  year. 

Notwithstanding  these  intensive  efforts  on  the  part  of  the  Agency, 
progress  on  reducing  the  backlog  has  been  hampered  by  the  continuing 
increase  in  the  Manhattan  case  intake.  For  example,  in  FY  1993,  the 
Manhattan  Region  experienced  a  6.7  percent  increase  in  intake  over  FY 
1992.  Further,  the  intake  increased  by  16.3  percent  during  the  first  five 
months  of  the  current  fiscal  year.  Accordingly,  the  backlog  of  cases  remains 
at  105  as  of  January  1994,  the  largest  in  the  nation.  The  number  of  pending 
cases  in  the  Region  awaiting  preliminary  investigation  has  increased  31 
percent  from  206  to  271  cases  between  January  of  1993  and  1994  . 

The  casehandling  management  system  has  served  the  Agency  well, 
in  part,  as  a  result  of  the  elasticity  inherent  in  its  design.  This  feature 
provides  for  the  continued  effective  handling  of  reasonably  increased  or 
diminished  workload  on  a  short  term  basis.  However,  the  system  assumes 
an  adequate  staffing  level  in  each  regional  office  and  falters  when  a  region 
finds  itself  understaffed  for  a  protracted  period.  Board  agents  can  only  push 
their  productivity  to  an  extreme  for  a  limited  period  of  time. 
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The  system  collapses  after  six  to  eight  months  when,  as  a  result  of 
understaffing,  Board  agents  are  consistently  assigned  an  inordinately  heavy 
caseload.  There  is  simply  too  much  to  do-too  many  calls  to  make,  too  many 
witnesses  to  interview,  too  much  research  to  conduct.  Time  and  efforts 
become  fragmented.  The  staff  perceives  the  pressure  as  overwhelming  and 
unremitting  and,  as  a  result,  a  backlog  develops  and  grows  at  a  geometric 
rate.  This  is  what  happened  in  Manhattan. 

While  early  intervention  requires  additional  staffing  and  resources, 
such  costs  are  minimal  when  compared  to  the  investment  required  to 
manage  a  backlog  out  of  control,  and  the  significant  detrimental  effect  on  the 
level  of  public  service  created  by  the  backlog.  Thus,  charging  parties  may 
wait  months  for  the  results  of  the  investigation  of  their  unfair  labor  practice 
charges  in  Manhattan.  Additional  resources  wil!  continue  to  be  commanded 
by  Manhattan  for  the  foreseeable  future  to  continue  the  progress  in  returning 
to  more  normal  levels  of  service  to  the  public. 

Pursuant  to  the  Agency's  published  time  targets,  regions  should  close 
an  unfair  labor  practice  hearing  within  45  days  after  complaint.  Over  the 
years,  the  practical  target  has  been  to  open  trials  within  60  days  of 
complaint.  Due  to  staffing  considerations,  the  vast  majority  of  regions  are  not 
able  to  operate  within  this  latter  target.  This  has  had  an  adverse  impact  on 
our  service  to  the  public.  As  of  January  31,  1994,  only  three  of  the  33 
Regions  had  trial  calendars  which  did  not  extend  beyond  two  months.  On  the 
other  hand,  seven  Regions  (Boston,  Buffalo,  Brooklyn,  Cincinnati,  Chicago, 
San  Francisco  and  Los  Angeles  Region  21)  had  calendars  extending  beyond 
six  months.  These  seven  Regions  are  among  our  largest.  In  addition,  seven 
other  Regions  had  calendars  between  five  and  six  months;  another  six  were 
between  four  and  five  months;  seven  others  were  between  three  and  four 
months,  and  three  were  between  two  and  three  months. 

Mr.  Natcher:  What  FTE  level  would  be  required  to  meet  your  case 
processing  standards  in  1995  given  your  workload  projections,  and  how 
much  would  have  to  be  added  to  your  budget  to  fund  the  additional 
positions? 

Mr.  Feinstein:  We  would  need  an  additional  62  FTE  over  the 
President's  budget  of  2,054  in  FY  1995  to  maintain  the  case  backlog  at  the 
FY  1994  level.  The  62  additional  FTE  would  cost  approximately  $2,323,900. 
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ADMINISTRATIVE  LAW  JUDGES 

Mr.  Natcher:  Your  testimony  states  that  Administrative  Law  Judges 
obtained  434  settlements  in  FY  1992  compared  to  377  settlements  in  1993. 
Provide  a  5-year  historical  table  showing  how  the  productivity  of  the  judges 
has  changed  over  time  in  terms  of  total  caseload  and  total  decisions 
annually  per  judge. 

Mr.  Gould:  The  testimony  referred  just  to  settlements  achieved 
through  conference  calls  and  at  hearings  before  the  hearing  record  was 
opened.  Additional  settlements  were  reached  during  and  after  the  hearing. 
Total  settlements  obtained  by  Administrative  Law  Judges  (ALJs)  in  1992  and 
1993  were  623  and  542  respectively. 

Set  forth  below  is  a  table  summarizing  the  principal  factors  relating  to 
productivity  over  the  past  five  years: 

1989    1990    1991    1992    1993 


Average  ALJ  Staff    81.8 

77.0 

75.0 

74.2 

73.0 

Intake                       3,386 

3,394 

3,528 

3,159 

3,160 

ALJ  Dispositions 

Decisions       647 
Settlements  613 

611 
572 

639 
680 

643 
623 

568 
542 

Dispositions  Per  ALJ 

Decisions       7.91 
Settlements  7.49 

7.93 
7.43 

8.52 
9.06 

8.67 
8.40 

7.78 
7.42 

Avg.  Trans.  Pages  482.3   471.31   473.0   449.3    554.6 


Avg.  Elapsed  Time 
Per  Decision 
(Days) 

164.5 

185.8 

193.3 

173.5 

164.5 

Hearings  Closed 

639 

627 

678 

587 

522 

Trial  Backlog 
Per  ALJ 

1,199 
15.37 

1,305 
17.40 

1,437 
19.16 

1,359 
18.62 

1,487 
20.37 

Decision  Backlog 
Per  ALJ 

321 
4.11 

312 
4.16 

324 
4.32 

268 
3.67 

214 
2.93 
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Productivity  has  remained  relatively  constant  over  this  period.  You  will 
note  that  there  is  a  fairly  direct  correlation  between  average  transcript  pages 
and  decisions  per  ALJ.  The  large  increase  in  average  pages  during  1993 
reflects  what  appears  to  be  an  increasing  number  of  complex,  lengthy  cases. 
Since  1991  the  number  of  hearings  closed  has  been  declining,  primarily  due 
to  staff  shortages  in  regional  offices.  During  that  period  the  judges  have 
reduced  the  backlog  of  decisions  to  write  and  the  average  elapsed  time  per 
decision.  The  latter  figure  measures  the  elapsed  time  from  close  of  hearing 
to  decision. 

For  the  last  three  years  we  have  also  measured  the  average  elapsed 
time  from  receipt  of  briefs  to  decision  and  the  medians  for  both  periods. 
Those  figures  show: 

1991  1992  1993 

Avg.  Elapsed  Time  (Days)  from 

Receipt  of  Briefs  to  Decision  138.95  119.61  110.13 

Median  Time  (Days)  from  Close  of 

Hearings  to  Decision  169  157  138 

Median  Time  (Days)  from  Receipt  of 

Briefs  to  Decision  111  97  83 


AUTOMATION 

Mr.  Natcher:  What  specific  automation  activities  are  planned  for  1994 
and  1995  and  how  much  is  budgeted  for  each  activity? 

Mr.  Feinstein:  In  1994,  the  Agency  is  expanding  its  regional  network 
capability  in  which  most  offices  will  have  20  network  connections.  Some 
offices  will  be  completely  networked.  Additional  printers  will  be  purchased. 
Software  used  by  compliance  officers  will  be  upgraded.  Legal  Research 
Branch  scopes  and  digests  will  become  available  on  the  Headquarters 
network.  Agency  case-tracking  software  will  be  extensively  reviewed  as  the 
first  step  in  an  extensive  redesign.  Electronic  mail  is  being  extended  to  all 
Headquarters  staff  and  to  each  regional  office  to  the  extent  possible  on  their 
smaller  networks.  Limited  Westlaw  access  is  being  made  available  to  all 
offices  for  the  first  time. 

In  1995,  regional  network  connections  and  electronic  mail  will  be 
extended  to  all  staff.  Older  personal  computers  (PCs)  will  be  replaced.  PC 
memory  will  be  upgraded  to  accommodate  the  newest  software  expected  at 
that  time.  Word  processing  software  will  be  upgraded.  Legal  Research 
Branch  scopes  and  digests  will  become  available  to  all  regional  staff. 
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Additional  legal  research  capability  will  be  extended  to  all  staff.  Significant 
progress  will  be  made  on  a  new  case  tracking  system. 

Mr.  Natcher:  What  administrative  efficiencies  do  you  hope  to  achieve 
with  these  activities? 

Mr.  Feinstein:  The  NLRB  has  achieved  significant  administrative 
support  efficiencies  from  its  past  automation  investments.  These  efficiencies 
are  most  observable  in  the  sharply  reduced  clerical  support  requirement  over 
the  last  several  years  and  increased  professional  productivity.  The 
networking  of  regional  offices  is  expected  to  contribute  to  improved  quality  of 
professional  work  by  providing  better  mechanisms  for  communication, 
document  sharing,  and  on-line  legal  research. 

Mr.  Natcher:  In  1989  the  Board  developed  a  detailed  plan  to  improve 
automation.  How  do  your  current  automation  efforts  compare  to  those  in  the 
original  plan  and  how  much  of  the  original  plan  has  been  implemented  to 
date? 

Mr.  Feinstein:  In  1989,  the  Agency  put  forth  a  proposal  to  acquire 
personal  computers  (PCs)  for  all  regional  staff  and  to  fully  network  those 
offices.  This  plan  was  never  fully  funded.  By  reallocating  funds  from  other 
areas  the  PC  saturation  goal  was  reached  with  purchases  in  1993  and 
installations  in  1994.  Regional  network  efforts  have  begun  with  most  offices 
having  as  many  as  20  network  connections  and  a  few  offices,  those  moving 
or  representing  special  situations,  being  fully  networked.  All  offices  will  not 
be  networked  until  1995. 

NATIONAL  PERFORMANCE  REVIEW 

Mr.  Natcher:  What  impact  will  the  Vice  President's  National 
Performance  Review  initiatives  have  on  the  Board's  activity? 

Mr.  Feinstein:  While  it  is  difficult  at  this  time  to  project  the  full  impact 
of  the  National  Performance  Review  (NPR)  initiatives,  we  can  anticipate  that 
reducing  FTE  in  conjunction  with  the  streamlining  initiative  at  a  time  when  we 
are  experiencing  increases  in  caseload  will  significantly  affect  the  Agency's 
ability  to  process  in  excess  of  40,000  cases  received  each  year  in  a  timely 
manner.  The  NLRB  is  a  labor-intensive  organization  with  a  mission  to 
respond  to  cases  that  it  can  neither  initiate  nor  refuse. 

The  Agency  is  currently  working  with  its  employee  organizations  to 
establish  a  labor-management  partnership.  There  have  been  several 
preliminary  discussions  and  meetings,  with  the  next  meeting  scheduled  for 
April  to  complete  the  establishment  of  an  Agency   Labor-Management 
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Council.  The  result  of  this  arrangement  will  certainly  impact  all  of  the  NPR 
initiatives. 

We  are  now  in  the  process  of  drafting  our  customer  survey  for 
distribution  in  early  summer.  The  Agency  currently  has  in  place  performance 
standards  by  which  we  measure  regional  performance  and  litigation  success. 
The  survey  will  address  these  standards  as  well  as  other  issues.  Although 
we  believe  that  our  customers,  the  labor-management  community,  will 
express  satisfaction  with  the  quality  of  service  rendered,  we  anticipate  that 
they  will  complain  about  service  delays,  which  have  been  increasing, 
particularly  at  the  regional  office  level,  due  to  staff  shortage. 

The  Office  of  the  General  Counsel  has  begun  an  in-depth  study  of  our 
regional  office  practices,  and  we  hope  to  implement  changes  in  areas  which 
will  make  our  casehandling  activity  more  efficient.  While  the  changes  will 
help,  the  key  to  our  ability  to  provide  timely  service  is  the  adequacy  of  our 
staffing  level. 

In  the  long  term,  the  Agency  will  do  all  that  is  possible  to  reinvent  the 
way  it  does  business  in  order  to  continue  providing  timely  and  quality 
service.  Aside  from  streamlining  the  Agency's  internal  operations  and 
delegation  of  greater  decision-making  authority  to  our  field  managers,  the 
NPR  initiatives  will  likely  result  in  greater  demands  upon  us  to  reduce  the 
time  required  to  process  cases. 

PAY  INCREASES 

Mr.  Natcher:  What  was  the  amount  of  the  locality  pay  increase  that 
went  into  effect  on  January  1,  1994,  and  how  are  you  absorbing  this 
unbudgeted  cost  in  1994? 

Mr.  Feinstein:  The  amount  of  the  locality  pay  increase  that  went  into 
effect  January  1994  is  estimated  at  $3.4  million.  The  locality  pay  increase  is 
being  absorbed  by  reduction  in  staffing  -FTE-,  training,  supplies, 
subscriptions,  and  other  miscellaneous  expenses. 

Mr.  Natcher:  Are  any  of  these  funds  restored  in  your  1995  budget 
request? 

Mr.  Feinstein:  Yes,  approximately  $1,563,000  has  been  budgeted  for 
the  annualization  of  the  1994  locality  pay  increase  as  detailed  on  page  25  of 
our  Justification. 
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Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January  1995 
pay  raise  and  what  percentage  increase  is  this  based  upon? 

Mr.  Feinstein:  This  request  does  not  include  an  amount  for  a  January 
1 995  pay  raise. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January  1995 
locality  pay  increase  and  what  percentage  increase  is  this  based  upon? 

Mr.  Feinstein:  This  request  does  not  include  an  amount  for  a  January 
1 995  pay  increase. 

ELECTROMATION  CASE 

Mr.  Porter:  As  you  know,  Rep.  Gunderson  recently  offered  an 
amendment  to  the  OSHA  reform  bill  (H.R.  1280),  which  was  recently 
reported  out  of  the  Education  and  Labor  committee,  which  expanded  the 
basis  upon  which  employee  and  employer  committees  could  be  exempted 
from  the  National  Labor  Relations  Act  (NLRA),  in  an  attempt  to  get  at  the 
Electromation  issue.  That  amendment  was  accepted,  subject  to  review  by 
the  Board.  A  week  later  Chairman  Ford  stated  that  the  Board  had  reviewed  it 
and  had  problems  with  it,  so  the  amendment  was  rejected.  On  what  basis 
was  the  amendment  reviewed?  What  exactly  were  the  Board's  concerns? 

Mr.  Gould:  Shortly  after  having  been  confirmed  by  the  Senate  to  be 
General  Counsel  of  the  NLRB,  Fred  Feinstein  responded  to  inquiries  from 
Chairman  William  Ford's  office  about  the  effect  on  current  law  of  the 
amendment  offered  by  Congressman  Gunderson  to  the  OSHA  reform  bill. 
General  Counsel  Feinstein  was  asked  for  technical  assistance  in  interpreting 
the  Gunderson  amendment.  Specifically  he  was  asked  if  the  amendment 
would  change  current  law  under  the  NLRA  and  if  so  how.  Feinstein 
responded  that,  in  his  view,  the  effect  of  the  amendment  would  be  to  change 
the  law  with  respect  to  Section  8  (a)  (2)  of  the  NLRA.  He  stated  that  it  would, 
under  certain  circumstances,  permit  workplace  committees  to  engage  in 
conduct  which  would  currently  be  a  violation  of  Section  8  (a)  (2)  of  the  Act. 

USE  OF  PERFORMANCE  MEASUREMENTS 

Mr.  Porter:  I  understand  that  in  an  attempt  to  maximize  the  effective 
use  of  your  resources,  you  have  instituted  "performance  measurements  and 
standards  based  on  the  quality  and  timeliness  of  service".  Please  describe 
how  these  measurements  are  used,  and  what  the  impact  has  been. 

Mr.  Feinstein:  The  present  emphasis  on  the  measurement  of 
performance    results    is   fully   congruent   with    the   Agency's    established 
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philosophy  that  our  success  in  fulfilling  the  mission  of  the  National  Labor 
Relations  Act  is  inextricably  linked  to  our  ability  to  act  quickly,  decisively  and 
with  excellence.  Beginning  in  1959,  the  Agency  developed  a  system  of  case 
management  and  performance  measurement  that  has  earned  the  Agency  a 
reputation  for  effectiveness  with  our  public  and  within  government.'' 

At  the  time  the  case  management  system  was  developed,  the  Agency 
was  experiencing  such  extensive  backlogs  in  case  processing,  that  then 
Senator  John  F.  Kennedy  likened  the  NLRB  casehandling  process  to  the 
interminable  proceedings  of  the  English  Chancery  Court,  as  described  by 
Charles  Dickens  in  Bleak  House.  The  Agency  recognized  that  backlogs  and 
delays  could  occur  at  several  intermediate  stages  required  to  resolve  each 
case,  and  accordingly  developed  the  "case  management  system"  to  ensure 
that  each  case  was  continually  evaluated  for  timely  processing  throughout 
the  case  handling  pipeline. 

Thus,  with  respect  to  a  typical  unfair  labor  practice  charge,  the  initial 
investigation  of  the  charge,  i.e.,  obtaining  the  affidavit  of  charging  party,  is 
begun  within  7  days  of  the  filing  of  the  charge.  The  entire  investigation  is 
completed,  all  pertinent  analysis  and  research  conducted,  and  a  regional 
determination  made  with  respect  to  the  allegations  of  the  charge  within  30 
days  of  the  filing  of  the  charge.  Formal  Agency  action  on  the  case,  i.e. 
settlement,  complaint,  dismissal  or  withdrawal  of  the  charges  must  issue 
from  the  region  within  45  days  of  the  filing  of  the  charge.  The  regions  report 
monthly  on  all  cases  pending  without  resolution  that  are  more  than  45  days 
old.  The  Agency's  performance  measurement  and  evaluation  system 
maintains  as  a  performance  goal  only  a  4  percent  overage  allowance  for 
those  cases  within  the  control  of  the  region.  In  a  similar  vein,  the  Agency 
maintains  an  80  day  goal  for  the  achievement  of  compliance  with  the 
remedial  provisions  of  Board  Orders  and  Court  Judgments.  Compliance 
includes  the  calculation  and  collection  of  the  "make  whole"  remedy  for  all 
discriminatees  as  well  as  the  calculation  and  collection  of  contractual 
benefits  withheld  or  abrogated.  The  Agency  target  provides  that  all  but  5 
percent  of  such  cases  within  the  region's  control  should  be  completed  within 
the  80  day  period. 

In  order  to  ensure  for  the  timely  processing  of  other  aspects  of  the 
regional  work,  median  measurements  are  employed.  For  example,  the 
Agency  maintains  and  achieves  a  median  time  of  50  days  from  filing  of 
representation  case  petition  to  the  conduct  of  a  secret  ballot  election.  For 
those  cases  that  require  a  hearing,  the  regions  are  required  to  prepare  and 
issue  decisions  addressing  all  issues  within  45  days  of  the  filing  of  the 
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petition.  Median  targets  are  also  maintained  for  the  issuance  of  post-election 
reports  and,  in  the  unfair  labor  practice  area,  for  the  issuance  of  complaint 
(45  days) . 

Of  utmost  importance  to  the  Agency  are  the  regions'  continuing 
effectiveness  in  quickly  proceeding  to  election  in  representation  cases,  and 
promptly  resolving  meritorious  unfair  labor  practice  allegations  through 
settlement.  The  General  Counsel  maintains  and  emphasizes  performance 
goals  in  both  areas.  The  regions  are  expected  to  achieve  election  agreement 
rates  of  at  least  80  percent  and  settlement  rates  of  at  least  86  percent. 

In  order  to  assure  that  the  quality  of  service  remains  high,  the  Agency 
measures  its  effectiveness  through  such  tools  as  a  litigation  success  rate, 
which  typically  varies  between  80  and  85  percent.  Within  a  region,  the 
foundation  for  the  achievement  of  quality  rests  with  our  supervisors  who  are 
expected  to  review  every  piece  of  testimony,  document  and  research 
contained  within  the  investigative  file.  Further,  our  decisional  structure 
assures  that  only  the  Regional  Director,  or  a  top  manager  personally 
delegated  by  the  Director,  may  determine  the  outcome  of  a  regional 
investigation.  The  quality  of  regional  submissions  is  continuously  reviewed 
by  the  General  Counsel's  staff  in  Washington.  For  example,  a  separate 
Office  of  Appeals  exists  to  provide  a  de  novo  review  in  cases  where  the 
region  concludes  that  further  proceedings  are  unwarranted,  but  the  charging 
party  disagrees  with  that  determination.  In  addition,  the  Division  of 
Operations  Management  annually  reviews  selected  regional  files  from  every 
region,  and  obtains  comments  from  all  Divisions  that  work  with  the  Regions 
regarding  the  quality  of  regional  work  they  review. 

The  Agency  time  goals  are  published  and  communicated  to  the 
public.  Quality  and  timeliness  of  performance  represent  50  percent  of  the 
performance  appraisal  of  all  employees  from  entry  level  attorney  to  Regional 
Director.  The  impact  of  the  system  has  been  profound  upon  the  Agency.  As 
successful  as  the  system  has  proven  to  be,  the  chronic  lack  of  staff 
resources  has  resulted  in  backlogs  in  a  number  of  areas.  Even  in  this 
situation,  the  case  management  system  permits  us  to  identify  where  our 
problems  are  and  to  project  what  resources  are  required  to  alleviate  the 
problem.  In  sum,  the  case  management  system  has  proved  to  be  the 
foundation  of  the  Agency's  success  in  fulfilling  the  Agency's  mission. 
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CASE  WORKLOAD 

Mr.  Porter:  You  reported  that  the  backlog  of  cases  pending 
compliance  has  increased  sharply  in  the  past  three  years,  an  average  of 
1 1 .8%.  What  causes  such  a  backlog  and  what  can  remedy  this  problem? 

Mr.  Feinstein:  The  increase  in  the  compliance  backlog  results  from  a 
lack  of  resources  operating  in  combination  with  3  primary  factors.  Initially, 
regional  managers  repeatedly  observe  that  the  character  and  complexity  of 
compliance  cases  has  changed  in  the  last  decade.  Previously,  the 
compliance  function  was  a  fairly  straightforward  activity,  which  essentially 
required  the  calculation  of  backpay  as  well  as  attentiveness  to  other 
remedial  requirements  such  as  the  posting  of  a  notice  or  obtaining 
reinstatement  offer  for  affected  discriminatees.  In  this  regard,  a  1989  Agency 
study  revealed  that  even  the  routine  aspects  of  compliance  were  under- 
resourced  by  at  least  18  FTE.  Increasingly,  we  find  that  a  single  unfair  labor 
practice  case,  involving  a  relatively  straightforward  legal  issue  at  the  time  of 
complaint,  such  as  the  abrogation  of  contractual  wages  and  benefits,  can 
result  in  hundreds  of  hours  and  effort,  a  protracted  hearing  and  significant 
costs  to  the  Agency  years  down  the  road. 

Turning  to  another  factor,  since  the  1980's,  respondents  have  begun 
discovering  that  it  can  be  cost  effective,  as  a  strategy,  to  conceal  assets, 
undertake  corporate  transformations  or  otherwise  evade  compliance  to  avoid 
monetary  liability  imposed  by  the  Board  and  the  courts.  It  appears  that  some 
respondents  calculate  the  risk  of  noncompliance  versus  our  ability  to  seek 
timely  compliance  and  conclude,  all  too  correctly  at  times,  that  the  NLRB  will 
be  unable  to  collect  what  is  due.  As  such,  we  frequently  find  ourselves  at 
least  one  step  behind  sophisticated  respondents  who  know  no  end  of 
creativity  in  evading  the  NLRB  as  a  creditor. 

Finally,  the  need  to  pursue  our  remedies  in  accordance  with  the 
requirements  of  other  statutes  or  other  areas  of  law  is  now  a  common 
requirement  in  compliance  work.  For  example,  since  the  1980's  bankruptcy 
and  collections  law  has  emerged  as  a  fuil-fledged  legal  specialty.  Our 
expertise  in  the  NLRA  is  of  little  benefit  in  working  through  the  maize  of 
federal  bankruptcy  legal  procedures.  Other  relevant  statutes  in  the 
compliance  area  include:  the  Right  to  Financial  Privacy  Act  -subpoena  of 
individual  bank  records-,  ERiSA  -the  legality  of  settlement  provisions  relating 
to  pension  plans-,  Immigration  and  Naturalization  Act  -legal  residency  status 
issues  that  directly  affect  reinstatement  and  backpay-,  the  Americans  with 
Disabilities  Act  -the  appropriateness  of  certain  bargaining  remedies  vis-a-vis 
the  ADEA-,  and  the  Securities  Act  of  1933  -the  transfer  and  discounting  of 
stock  assets. 
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We  simply  do  not  have  sufficient  staff  resources  or  expertise  in  these 
areas.  Thus,  additional  resources  are  required,  first  to  hire  additional 
employees,  and  second  to  train  and  develop  the  necessary  technical 
expertise  in  our  employees.  Until  this  occurs,  our  compliance  backlog  will  in 
all  likelihood  continue  to  increase. 

Mr.  Porter:  From  1985  until  1990,  the  number  of  pending  Board 
cases  over  two  years  old  decreased  steadily.  From  1991  to  1993,  however, 
the  number  of  cases  increased  from  7  in  1991,  to  10  in  1992,  to  14  or  4%  in 
1993.  How  many,  and  what  percentage  of  cases  over  two  years  old  are 
pending  at  this  time,  and  what  is  your  estimate  for  the  end  of  FY  1994? 

Mr.  Gould:  As  of  April  1,  1994,  there  are  14  unfair  labor  practice 
cases  over  two  years  old  and  three  representation  cases.  This  light  increase 
from  seven  in  1991  to  14  today  is  largely  due  to  the  transition  period  in  1992- 
93,  and  must  be  viewed  in  light  of  the  fact  that  there  were  more  than  300 
such  cases  on  July  1,  1987.  With  a  full  complement  of  five  Board  Members 
finally  in  place  as  of  March  21,  1994,  the  Board  is  moving  decisively  to 
further  reduce  its  backlog.  Already  the  Board  has  scheduled  25  weekly  case- 
adjudicatory  sessions  between  now  and  Thanksgiving,  in  addition  to  the 
regular  decisional  processes  for  more  routine  cases.  By  the  end  of  Fiscal 
Year  1994  (September  30,  1994),  the  Board  expects  to  have  no  cases  more 
than  two  years  old,  and  has  set  as  its  goal  none  more  than  one  year  old. 

Mr.  Porter:  I  understand  that  it  currently  takes  a  median  time  of 
approximately  six  weeks  to  process  a  case,  and  that  your  goal  is  to  complete 
the  process  within  4  weeks.  Would  you  briefly  describe  the  process,  and  tell 
us  if  and  where  you  have  identified  time  savings?  What  would  the  cost 
savings  be  of  reengineering  this  process,  and  achieving  the  4  week  goal? 

Mr.  Feinstein:  Processing  unfair  labor  practice  cases  to  informal 
closing  (90  percent  of  all  cases)  involves  the  following  essential  stages: 
investigation  of  the  case  by  obtaining,  if  possible,  the  sworn  testimony  of 
witnesses;  research  of  the  applicable  law;  presentation  of  the  case  to  the 
Regional  Director  for  decision;  and  implementation  of  that  decision  by 
dismissal,  withdrawal,  complaint  or  settlement. 
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STAFF  TRAINING 

Mr.  Porter:  You  reported  that  as  the  cases  grow  in  number  and 
complexity,  you  staff  is  challenged  to  develop  expertise  in  areas  outside  of 
conventional  labor  law.  Yet  you  do  not  plan  any  specialized  staff  training  for 
FY  1994  or  FY  1995.  Why  isn't  training  a  higher  priority  in  your  budget? 

Mr.  Feinstein:  Since  1992  we  have  not  conducted  training  for:  new 
supervisors,  newer  trial  attorneys,  new  professional  employees,  compliance 
officers  and  hearing  officers.  This  sorely  needed  training  has  not  been 
conducted  because  of  budgetary  restrictions  on  expenditures.  For  the  same 
reason  none  is  scheduled  through  fiscal  year  1995.  This  means  that  our 
newly  hired  attorneys  and  field  examiners  can  not  be  fully  trained  in  the 
various  investigative,  trial,  and  hearing  officer  skills  which  have  so  long 
enabled  the  professional  cadre  of  this  Agency  to  process  its  cases  with  the 
such  exceptional  timeliness  and  care. 

The  compliance  aspect  of  this  Agency's  work  is  where  the  expensive 
litigation  process  finally  comes  to  an  end;  when  the  unfair  labor  practices  are 
finally  remedied.  This  work,  however,  becomes  more  and  more  difficult  and 
complex  as  Respondents  attempt  new  ways  to  avoid  adherence  to  Board 
and  Court  judgments.  Because  this  area  of  the  law  is  constantly  evolving,  it 
is  particularly  important  to  conduct  national  training  conferences  for  our 
compliance  officers,  Regional  Attorneys  and  others  responsible  for  this 
important  area  of  our  work. 

The  supervisors  of  our  regional  offices  are  a  vital  part  of  the  entire 
case  handling  process.  Next  to  the  investigator,  trial  attorney,  or  hearing 
officer,  they  are  the  person  closest  to  the  case,  and  the  manager  in  the  best 
position  to  insure  the  timeliness  and  quality  of  case  processing.  Their 
development  has  always  been  high  on  this  Agency's  list  of  training  priorities. 
Nevertheless,  even  this  training  has  languished  because  of  budgetary 
limitations. 

In  recent  years  this  Agency  has  focused  even  greater  attention  on 
developing  an  efficient  clerical  staff;  one  comfortable  and  effective  in  using 
new  automated  equipment  and  programs.  It  is  our  office  managers  who  are 
responsible  for  the  high  quality  and  productive  use  of  this  equipment.  Among 
other  things,  this  involves  management  of  the  time  and  attendance  computer 
program,  the  case  handling  program  and  the  programs  that  have  been 
developed  for  operating  the  regional  case  handling  budget.  These  are  all 
fields  of  knowledge  which  are  constantly  changing  and  growing.  Here  too, 
since  1992,  we  have  been  unable  to  provide  the  training  so  needed  by  these 
important  managers. 
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Very  often  we  have  found  that  one  of  the  most  time  consuming  parts 
of  our  work  involves  employee  relations,  particularly  if  it  is  not  carried  out 
sensitively  and  effectively.  This  includes  the  implementation  of  our  collective 
bargaining  agreements,  the  EEO  program,  and  carrying  out  the  President's 
partnership  program.  This  is  an  area  of  training  which  is  a  part  of  the 
managerial/supervisory  training  conferences  that  are  not  taking  place. 

INCREASE  REQUEST 

Mr.  Porter:  You  are  asking  a  100%  increase  in  a  one-time 
appropriation  called  "Full  Field  Investigation".  Please  describe  how  you 
intend  to  utilize  such  an  increase. 

Mr,  Feinstein:  Security  investigations  are  required  for  NLRB 
employees  in  certain  positions.  They  are  conducted  by  the  Office  of 
Personnel  Management  (OPM).  OPM  has  notified  us  of  an  approximate  12 
percent  rate  increase  for  all  investigation  requests  received  on  or  after 
October  1,  1994.  The  Agency  also  has  a  backlog  of  special  background 
investigations  for  Assistants  to  Regional  Directors,  Regional  Attorneys,  and 
Senior  Executive  Service  staff,  which  are  required  every  five  years. 

STRIKER  ISSUE 

Mr.  Porter:  As  you  know,  the  striker  replacement  issue  (H.R.  5  /  S.55) 
is  a  hot  topic  of  debate.  As  I  understand  it,  the  Dunlop  Commission  at  the 
Department  of  Labor  was  prohibited  by  the  Administration  from  even 
studying  the  issue.  Since  the  Commission  is  studying  many  aspects  of  labor 
law,  including  the  National  Labor  Relations  Act,  why  isn't  the  striker 
replacement  issued  included  in  the  review? 

Mr.  Gould:  As  you  know,  I  resigned  from  the  Dunlop  Commission  in 
accordance  with  my  representation  to  the  Senate  Labor  and  Human 
Resources  Committee  on  October  1,  1993.  My  recollection  is  that  the 
Secretary  of  Labor  and  the  Secretary  of  Commerce  did  not  include  the  striker 
replacement  issue  as  part  of  the  Dunlop  Commission  charge.  I  was  not 
involved  in  any  deliberations  with  the  Secretary  of  Labor  or  the  Secretary  of 
Commerce  about  the  Commission's  charge.  Therefore,  this  question  must  be 
directed  to  either  the  Secretary  of  Labor  or  the  Secretary  of  Commerce.  I 
have  no  knowledge  of  this  matter. 
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NLRA  REMEDIES 

Mr.  Porter:  As  I  understand  it,  awards  for  things  like  pain  and 
suffering  and  punitive  damages  are  not  currently  allowed  under  the  National 
Labor  Relations  Act.  I  also  understand  that  you  support  the  expansion  of 
remedies  to  include  compensatory  damages  beyond  lost  payback  and 
benefits.  Am  I  correct  in  these  beliefs,  and  if  so,  would  that  require  jury  trials? 
If  so,  why? 

Mr.  Gould:  It  is  correct  that,  in  my  writings,  I  have  advocated  more 
effective  remedies  for  egregious  unlawful  conduct  than  presently  permitted 
by  our  statute  as  interpreted  by  the  Supreme  Court.  However,  any  change  in 
our  law,  of  course,  is  an  appropriate  matter  for  Congress  to  decide.  Thus,  I 
do  not  deem  it  appropriate  for  me  to  express  a  view  on  hypothetical 
legislative  proposals  at  the  present  time.  However,  as  I  noted  at  my 
confirmation  hearing  and  later  in  response  to  several  questions  submitted  by 
various  Senators,  should  the  Committee  decide  to  solicit  my  views  about  this 
or  other  legislative  matters  during  my  tenure  on  the  Board,  I  shall  be  pleased 
to  study  the  issues,  prepare  an  evaluation  of  them  to  the  best  of  my  abilities, 
and  present  my  best  analysis  for  the  Committee's  benefit. 

SECRET  BALLOTS 

Mr.  Porter:  I  understand  that  you  believe  that  open  card  check 
majority  is  enough  in  Board  supervised  elections  where  employees  are 
determining  whether  to  be  represented  by  a  union.  If  this  is  true,  are  you 
concerned  that  employees  would  be  exposed  to  intense  pressure  to  vote 
one  way  or  the  other  if  secret  ballots  are  not  required? 

Mr.  Gould:  As  you  know,  the  United  States  Supreme  Court,  in  NLRB 
v.  Gissel  Packing  Co..  395  U.S.  575  (1969),  has  provided  for  bargaining 
orders  predicated  upon  properly  executed  authorization  cards  where 
employer  unfair  labor  conduct  interferes  with  the  exercise  of  employee  free 
choice  in  secret  ballot  box  elections.  In  my  capacity  as  Chairman,  I  shall 
follow  Gissel. 

Prior  to  being  appointed  as  Chairman,  I  advocated  labor  law  reform 
which  allows  for  recognition  where  a  super  majority,  i.e.,  60  percent  or  more, 
support  the  union  through  both  the  execution  of  authorization  cards  as  well 
as  the  payment  of  dues  to  the  union.  Under  my  proposal,  secret  ballot  box 
elections  would  still  be  provided  for  and,  indeed,  I  have  advocated  new 
procedures  which  would  provide  for  expanded  use  of  the  secret  ballot  box.  In 
connection  with  either  elections  or  authorization  cards,  there  is  always  the 
potential  for  pressure  by  both  sides  and  the  law  provides  for  regulation  of 
such  conduct.  It  is  my  view  that  the  payment  of  union  dues  as  a  prerequisite 
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for  the  use  of  authorization  cards  would  provide  for  some  kind  of  safeguard 
against  undue  employee  pressure  because  employees  would  be  careful  not 
to  pay  and  promise  to  pay  in  the  future  unless  they  truly  supported  the  union. 

Again,  my  proposal  would  not  eliminate  the  requirement  for  secret 
ballot  box  elections.  My  proposal,  in  my  writings,  relate  to  ways  in  which 
Congress  should  amend  the  law. 

BOARD  RELATIONSHIP 

Mr.  Porter:  Mr.  Gould,  what  is  the  relationship  between  the  Board  and 
the  Commission  on  the  Future  of  Labor-Management  Relations,  on  which 
you  served  before  your  nomination?  Is  the  Commission  being  provided 
access  to  the  Board's  data  and  record  through  some  process  other  than 
Freedom  of  Information?  If  so,  under  what  arrangement?  Is  the  Board 
assisting  the  Commission  in  developing  proposed  changes  in  the  labor  laws? 

Mr.  Gould:  I  have  been  advised  that  the  Commission  sought  data  on 
the  time  periods  in  which  representation  petitions  are  resolved.  I  have 
approved  release  of  such  data.  As  you  may  know,  I  advised  Senator  Hatch 
that  I  would  not  be  an  advocate  for  the  Commission  in  any  way,  shape  or 
form.  However,  from  time  to  time  I  shall  speak  out  on  proposed  amendments 
to  the  Act  and  my  ideas  about  the  way  in  which  the  Act  should  be  changed. 
In  response  to  Senator  Hatch's  invitation,  I  indicated  that  I  would  be  pleased 
to  return  to  the  Senate  (as  well  as  the  House,  also)  at  an  appropriate  time 
should  the  Senate  or  the  House  express  an  interest  in  soliciting  my  views  in 
these  areas.  On  my  own  initiative,  I  also  stated  to  Senator  Hatch  in  a  private 
conversation  in  this  office  on  September  29,  1993  that  I  would  not  participate 
in  ad  hoc  strategy  sessions  about  proposed  legislation  with  labor  or 
management  groups. 

CASE  INTAKE 

Mr.  Stokes:  The  Board's  workload  is  expected  to  increase  by 
approximately  4  to  5  percent  over  the  FY  1994  level.  Explain. 

Mr.  Feinstein:  Our  regional  offices  collectively  projected  a  4.5  percent 
increase  in  case  intake  primarily  based  on  what  they  view  to  be  an  renewed 
commitment  by  unions  to  organize.  Unions  have  indicated  to  our  field  staff 
that  they  believe  that  their  organizing  efforts  will  be  facilitated  by  the  change 
in  presidential  administration.  Furthermore,  it  has  been  our  practical 
experience  that  increases  in  organized  activity  stimulate  additional  unfair 
labor  practice  charges. 
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FULL-TIME  EQUIVALENTS  (FTE) 

Mr.  Stokes:  For  the  Board,  the  number  of  FTE  drops  from  2,075  to 
2,054.  What  will  be  the  operating  impact  of  the  reduced  FTEs  on  the  Board's 
increased  workload? 

Mr.  Feinstein:  The  most  significant  impact  will  be  that  number  of 
situations  pending  field  investigation  will  increase  by  51%  in  FY  1995. 

IMPACT  OF  JUDGE  RETIREMENTS 

Mr.  Stokes:  With  respect  to  the  retirement  of  and  the  resulting 
shortage  of  judges,  what  is  the  projected  impact  on  the  Board's  workload  in 
the  short-  and  long-term? 

Mr.  Gould:  Currently  there  are  72  ALJs  employed.  By  the  end  of  April 
we  anticipate  two  more  retirements  thereby  reducing  the  total  to  70,  which  is 
the  FTE  projected  under  the  FY  1995  request.  Additional  retirements  are 
expected  between  now  and  the  end  of  FY  1994,  with  still  more  likely  to  occur 
during  the  FY  1995.  In  order  to  remain  at  a  level  of  70  FTE,  additional  ALJs 
will  be  needed  by  the  beginning  of  and  during  FY  1995. 

The  number  of  hearings  projected  to  close  during  FY  1994  is  570. 
This  would  require  that  an  average  of  9  hearings  closed  per  judge.  This  total 
is  projected  to  increase  to  644  in  FY  1995,  an  average  of  10  per  judge.  The 
decrease  in  the  number  of  judges  will  be  offset  to  some  extent  by  the  end  of 
the  loan  program  making  all  of  our  judges  available  for  NLRB  work  full-time. 

Fortunately,  our  decisional  backlog  per  judge  has  decreased  in  recent 
years  so  that  we  enter  this  period  with  most  of  our  judges  fairly  current  in 
decision  writing.  In  the  short  term,  we  believe  that  the  70  judges  will  be  able 
to  handle  all  of  the  hearings  that  the  regional  office  staffs  will  be  able  to  bring 
to  trial  without  excessive  backlogs  of  decisions  waiting  to  be  written.  In  the 
long  term,  should  the  number  of  hearings  closed  continue  to  increase,  either 
more  judges  will  be  needed  or  backlogs  of  decisions  to  write  will  increase. 
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NARRATIVE  JUSTIFICATION 

OF 

APPROPRIATION  ESTIMATES 

Fiscal  Year  1995 

"Salaries  and  Expenses, 

National  Labor  Relations  Board" 

APPROPRIATION  REQUEST  FOR  1995 

EXECUTIVE  SUMMARY 

The  National  Labor  Relations  Board  (NLRB)  requests  an  appropriation  of 
$174,700,000  for  Fiscal  Year  (FY)  1995,  an  increase  of  $3,426,000  over 
FY  1994.  Funding  at  this  level  is  requested  to  enable  the  Agency  to  adequately 
process  the  number  of  unfair  labor  practice  and  representation  cases  that  are 
anticipated  during  FY  1995. 

A  comparison  of  our  appropriation  for  FY  1994  and  our  request  for 
FY  1995  follows: 


(Dollars  in  Thousands) 

President's 

1993  Actual 

1994  Budget 

1995  Request 

Increase 

FTE      Amount 

FTE 

Amount 

FTE 

Amount 

FTE     Amount 

Personnel 

Compensation 

and  Benefits 

2,085     129.239 

2,075 

135.148 

2.054 

137.618 

-21      +2.470 

Other  Expenses 

-      40.150 

— 

36.126 

— 

37.082 

-          +956. 

TOTAL 

2.085      169,389 

2,075 

171,274 

2,054 

174,700 

-21      +3.426 

The  NLRB  anticipates  a  4.5  percent  increase  in  case  intake  for  FY  1995 

(over  that  of  FY  1994)  to  approximately  43,885  cases.   The  increase  in  funding 

over  FY  1994  is  largely  absorbed  by  employee  compensation  adjustments  as 

well  as  escalated  office  space  rental  costs  nationwide. 

-  l  - 
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MISSION  OF  THE  NLRB 

Through  the  enforcement  of  the  National  Labor  Relations  Act  (NLRA),  as 
amended,  the  NLRB  investigates  and  remedies  unfair  labor  practices  committed 
by  employers  and  unions,  and  safeguards  employees'  rights  to  organize  and 
determine,  through  secret  ballot  elections,  whether  or  not  to  be  represented  by  a 
labor  organization  for  purposes  of  collective  bargaining  with  their  employer. 
Since  its  inception  59  years  ago,  the  Agency's  efficient  and  effective 
administration  of  the  NLRA  has  promptly  resolved  thousands  of  labor  disputes 
brought  to  it  each  year. 

By  meeting  its  mandated  responsibilities  to  timely  and  peacefully  resolve 
labor  disputes,  the  NLRB  contributes  to  the  prevention  of  strife  and  discord  in 
industry,  construction,  and  services  for  the  benefit  of  both  the  public  and  the 
national  economy.  While  the  greatest  impact  of  resolving  labor  disputes  is  in 
cost  avoidance,  probably  the  most  visible  and  measurable  benefits  have  been 
job  reinstatements  and  backpay.  During  FY  1993  alone,  our  Regional  Offices 
distributed  over  $46  million  in  backpay  to  employees. 
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ORGANIZATION  AND  FUNCTIONS 

The  NLRB  is  composed  of  two  major  components.  The  Board  itself  has 
five  members  appointed  by  the  President  to  act  primarily  as  a  quasi-judicial  body 
in  deciding  cases  on  the  basis  of  formal  records  in  administrative  proceedings. 
The  General  Counsel,  also  appointed  by  the  President,  is  independent  from  the 
Board,  and  has  final  authority  to  investigate  unfair  labor  practice  charges,  issue 
complaints,  and  prosecute  such  complaints  before  administrative  law  judges  and 
the  Board.  On  behalf  of  the  Board,  the  General  Counsel  prosecutes  injunction 
proceedings;  handles  Courts  of  Appeals  proceedings  to  enforce  or  review  Board 
decisions  and  orders;  participates  in  miscellaneous  court  litigation;  and  secures 
compliance  with  Board  orders  and  court  judgments.  Under  the  general 
supervision  of  the  General  Counsel,  33  regional  directors  and  their  staffs  process 
representation,  unfair  labor  practice,  and  jurisdictional  dispute  cases. 

GENERAL  STATEMENT 

Since  the  NLRB's  mission  is  reactive,  it  can  neither  initiate  nor  refuse 
unfair  labor  practice  charges  or  representation  petitions.  Nonetheless,  the 
Agency  has  actively  sought  to  maximize  the  effective  use  of  its  resources, 
through  providing  accessibility  by  all  parties  to  its  33  regional,  2  subregional,  and 
17  resident  field  offices;  delegation  of  authority  to  regional  directors  so  that  over 
90  percent  of  its  cases  are  resolved  at  the  field  level;  immediate  refinement  of 
case  intake  by  field  Information  Officers;  reinforcement  of  high  settlement, 
election  agreement,  and  trial  success  rates;  and  the  institution  of  performance 
measurements  and  standards  based  on  the  quality  and  timeliness  of  service. 

-    3     - 
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Information  Officer  Program 

No  charge  brought  to  the  Agency  is  summarily  dismissed  or  refused 
acceptance.  However,  through  an  active  Information  Officer  Program,  many 
potential  charges  which  relate  to  matters  outside  the  jurisdiction  of  the  NLRA  are 
directed  to  the  appropriate  federal  or  state  agency  early  in  the  assessment 
process  before  extensive  Agency  resources  have  been  expended.  For  example, 
out  of  213,079  inquiries  received  during  FY  1993,  only  11,268  resulted  in 
charges  being  filed. 

The  current  acceptance  rate  of  charges  processed  through  the 
Information  Officer  Program  is  about  5.3  percent.  This  represents  a  gradual 
reduction  from  the  9.2  percent  acceptance  rate  that  existed  when  the  program 
was  first  introduced  in  1980.  Since  its  inception,  this  program  has  saved  the 
American  taxpayers  millions  of  dollars. 

Casehandlinq  Time 

The  timeliness  of  case  processing  is  of  primary  concern  to  the  NLRB. 
After  thorough  investigation  by  the  regional  offices,  approximately  one-third  of  all 
charges  alleging  unfair  labor  practices  are  determined  to  have  merit.  Our  goal  is 
to  complete  such  merit  determinations  within  30  days. 

The  region  first  seeks  a  voluntary  settlement  of  meritorious  charges. 
When  this  is  not  possible,  the  goal  is  to  issue  an  unfair  labor  practice  (ULP) 
complaint  within  45  days  from  the  date  the  charge  is  filed.  For  thousands  of 
case  filings,  this  entire  process  of  docketing,  investigating,  determining  merit, 
and   then    achieving    dismissal,    withdrawal,    settlement   or   the    issuance   of 
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complaint  is  completed  in  a  median  time  of  approximately  six  weeks.  Timeliness 
is  also  emphasized  in  the  formal  litigation  of  cases,  including  the  completion  of 
hearings  before  Administrative  Law  Judges  as  well  as  the  issuance  of  decisions 
by  the  five-member  Board. 

In  addition,  the  Agency  conducts  thousands  of  representation  elections 
each  year.  During  FY  1993,  these  elections  were  held  within  a  median  of  47 
days  from  the  dates  petitions  are  filed.  Requests  for  review  of  orders  directing 
elections  are  presently  being  processed  by  the  Board  within  a  median  of 
22  days. 

Recently,  the  number  of  cases  pending  decision  before  the  five-member 
Board  for  more  than  two  years  has  been  substantially  reduced.  At  the  close  of 
FY  1985,  321  of  the  cases  pending  Board  decisions,  or  34  percent,  were  more 
than  two  years  old.  At  the  close  of  FY  1993,  only  14  of  the  pending  Board  unfair 
labor  practice  ("C")  and  representation  ("R")  cases,  or  4  percent,  were  over  two 
years  old.  The  median  time  from  originating  document  to  issuance  of  a  Board 
decision    in    an    unfair    labor    practice    case    was    152    days    in     1993. 


Pending  Board  Cases  Over  Two  Years  Old 

At  Close  of  Fiscal  Year 
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Median  Time  (Days)  Elapsed 
Unfair  Labor  Practice  Decisions* 
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j  *  From  Originating  Document  to  Issuance  of  Board  Decision  | 


Settlements 

The  NLRB  continues  to  conserve  the  resources  of  all  parties  concerned 
by  maintaining  a  high  settlement  rate  for  unfair  labor  practice  cases.  It  is 
estimated  that  a  one  percent  increase  in  the  settlement  rate  results  in  savings  of 
over  two  million  dollars  in  litigation  costs.  The  maintenance  of  consistently  high 
settlement  rates  not  only  assures  the  prompt  resolution  of  the  majority  of  labor 
disputes,  but  enables  our  staffing  resources  to  be  directed  to  reducing  the 
number  of  backlogged  cases. 

Charges  are  easiest  to  settle  when  the  backpay  at  issue  is  low.  When 
backpay  accumulates  for  six  to  eight  months  on  a  backlogged  case,  the  charged 
party  often,  in  weighing  the  possibility  of  winning  against  the  cost  of  litigation, 
concludes  that  it  would  be  worthwhile,  i.e.  less  costly,  to  litigate.  Furthermore, 
when  not  dealt  with  promptly,  labor  disputes  tend  to  fester  and  become  more 
severe.  Hence,  the  longer  a  case  is  kept  in  pending  status,  the  greater  the 
likelihood  that  additional  charges  will  be  filed. 
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Case  Settlement  Rate 
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1989                     1990                     1991                      1992 

1993 

A  settlement  rate  of  92.1  percent  was  achieved  in  1993.  A  settlement  rate 
of  over  90  percent  substantially  contributes  to  the  Agency's  ability  to  maintain 
efficient  case  processing.  Moreover,  lower  staffing  levels  have  been  somewhat 
offset  by  increasing  employee  productivity.  The  budget  requests  for  both 
FY  1994  and  FY  1995  are  based  on  a  projected  settlement  rate  of  about  94 
percent.  A  great  deal  of  effort  will  continue  to  be  expended  to  keep  our 
settlement  rate  at  the  highest  level  attainable,  even  though  not  all  of  the  factors 
affecting  settlements  are  within  the  Agency's  control. 


Compliance 

Failure  to  enforce  the  remedies  ordered  by  the  Board  seriously  diminishes 
the  Agency's  effectiveness.  Unfortunately,  we  increasingly  find  that  a  single 
unfair  labor  practice  case,  involving  a  relatively  straightforward  legal  issue  at  the 
time  of  complaint,  can  result  in  hundreds  of  hours  of  effort,  protracted  hearings 
and  significant  costs  to  the  Agency  if  it  does  not  settle  fairly  early  in  the  process 
or  if  prompt  compliance  with  the  Board's  decision  is  not  achieved.  Compliance 
cases  frequently  spawn  additional  proceedings,  such  as  contempt  hearings  or 
litigation  to  determine  if  another  entity  is  responsible  for  backpay  owed.  The 
backlog  of  cases  pending  compliance  has  increased  sharply  in  the  past  three 
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years  -  by  12.5  percent  from  1990  to  1991,  by  13.3  percent  from  1991  to  1992, 
and  by  9.6  percent  from  1992  to  1993. 


Cases  Pending  Compliance 

At  Fiscal  v  ear  End 


1987 


1988 


1989 


1990     1991 


1992     1993 


As  these  cases  grow  in  both  number  and  complexity,  our  staff  is 
challenged  to  develop  expertise  in  federal  bankruptcy  law  and  state  regulations 
governing  garnishments,  liens  and  collection  procedures,  which  are  outside  the 
confines  of  conventional  labor  law.  Many  compliance  cases  involve  situations 
where  the  respondent  has  filed  for  bankruptcy.  Consequently,  the  alleged 
inability  to  pay  or  otherwise  to  comply  with  the  remedy  is  often  at  issue. 
Respondents  have  discovered  that  it  can  be  cost  effective  to  conceal  assets, 
establish  new  corporations  or  otherwise  evade  monetary  liability  imposed  by  the 
Board  and  the  courts.  The  achievement  of  compliance  requires  that  our  regional 
offices  are  able  to  develop  competency  in  such  statutes  as  the  Financial  Privacy 
Act  (the  use  of  subpoena  to  obtain  individual  bank  records),  the  Employee 
Retirement  Income  Security  Act  (the  legality  of  settlement  provisions  relating  to 
crediting  of  pension  plans),  the  Immigration  and  Naturalization  Act  (legal 
residency  status  issues  which  directly  affect  reinstatement  and  backpay),  the 
Americans  with  Disabilities  Act  (the  appropriateness  of  certain  bargaining 
remedies),  and  the  Securities  Act  of  1933  (the  transfer  and  discounting  of  stock 
assets). 
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Cases  of  Substantial  Impact 

As  our  resources  are  constrained,  it  becomes  very  difficult  to  maintain  the 
level  of  service  the  public  has  come  to  expect  of  this  Agency.  This  is  particularly 
ironic  as  it  is  occurring  at  a  time  when  employees  and  labor  unions  are  insisting 
on  even  more  prompt  casehandling  by  the  National  Labor  Relations  Board.  They 
are  convinced,  because  it  has  been  their  repeated  experience,  that  delay  has  a 
devastatingly  adverse  impact  on  their  chances  of  winning  Board-conducted 
representation  elections.  In  fact  unions  complain  that,  not  only  are  their  chances 
of  winning  such  elections  diminished  by  case  processing  delays,  their  ability  to 
represent  units  of  employees  where  they  have  already  won  such  elections  can 
be  completely  undermined  if  the  NLRB  does  not  promptly  provide  remedies  for 
employer  unfair  labor  practices  such  as  discharges,  threats,  etc.,  aimed  at 
destroying  employee  adherence  to  unions. 

Similarly,  employers  are  insisting  that  we  adhere  to  statutorily  mandated 
case  processing  priorities  that  protect  their  interest.  Thus,  for  example,  if 
employers  are  subjected  to  what  they  believe  to  be  unlawful  secondary  picketing 
or  picketing  for  recognition,  the  charges  they  file  cannot  be  ignored  or  placed  on 
a  slow  track  because  our  offices  are  understaffed.  Inevitably,  in  the  frequent 
circumstance  where  labor  organizations  are  demanding  fast  action  because  they 
are  being  denied  basic  statutory  protection  in  their  pursuit  of  collective  bargaining 
rights,  something  must  give  way  in  understaffed  offices  when  employers  are 
insisting  on  an  even  more  expeditious  response  to  their  priority  claims  that 
multi-million  dollar  construction  projects  have  been  shut  down  by  unlawful 
picketing  or  where  an  employee  is  insisting  that  his  or  her  individual  claim  of 
8(a)(3)  discrimination  be  given  Section  10(m)  priority. 
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The  Labor  Law  Section  of  the  American  Bar  Association  has  grown  to 
over  19,000  members  and,  increasingly,  the  Bar  chooses  to  challenge  our 
procedures  and  to  contest  issues  which  in  previous  years  were  not  in  dispute. 
We  have  also,  of  course,  increased  our  participation  in  bankruptcy  proceedings 
which,  in  turn,  has  imposed  an  additional  burden  on  our  staff. 

Set  forth  below  is  a  description  of  some  of  the  cases  which,  in 
accelerating  fashion,  are  bringing  about  the  very  difficult  situation  created  by  the 
competing  demands  of  the  labor  management  community  upon  the  constrained 
resources  of  the  NLRB.  Our  regional  and  resident  offices  were  never  large,  but 
they  are  now  becoming  smaller  and  thus  less  able  to  flexibly  respond  to  their 
normal  caseload  while  absorbing  the  unusually  large  case  or  series  of  cases 
which,  unavoidably,  are  filed  with  them.  Moreover,  our  highly  successful  Public 
Information  Program  has  been  used  very  effectively  to  screen  out  many  simpler 
non-merit  cases.  As  a  result,  our  investigations  now  consist,  overall,  of  more 
difficult  cases  which  require  far  more  investigative  time  regardless  of  their 
ultimate  merit. 

Following  are  examples  of  cases  which  provide  some  sense  of  the  highly 
problematic  situation  in  which  this  Agency  finds  itself.  We  are  at  the  point  where 
our  ability  even  to  continue  to  provide  expeditious,  quality  service  to  the  public,  in 
so  important  an  area  of  the  economy  and  social  policy,  is  being  severely 
jeopardized. 

Pony  Express  Courier  Corporation.  In  the  past  two  years,  the  Teamsters 
have  been  certified  as  the  collective  bargaining  representative  in  35  separate 
bargaining  units  covering  approximately  4,000  Pony  Express  employees.  The 
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separate  certified  Teamster  locals  have  filed  numerous  unfair  labor  charges;  to 
date,  60  in  11  regions.  These  charges  cover  allegations  such  as  unilateral 
changes  in  terms  and  conditions  of  employment,  bad  faith  bargaining,  and 
discharges  of  employees  for  union  activities.  Numerous  Board  agents  throughout 
the  country  will  continue  to  be  involved  in  the  investigation  of  these  cases 
throughout  this  year.  In  the  likely  event  of  litigation  at  least  three  attorneys  will  be 
extensively  involved  for  up  to  one  year;  litigation  activity  could  well  occur  in  each 
of  the  1 1  offices,  or  more,  as  additional  charges  are  filed. 

Caterpillar.  Inc.  is  another  case  of  substantial  magnitude  involving  a 
bargaining  unit  of  14,500  employees  employed  at  facilities  in  Illinois,  Colorado, 
Tennessee,  and  Pennsylvania.  This  labor  dispute  has  been  ongoing  since 
November  4,  1991,  and  has  resulted  in  the  filing  of  approximately  160  unfair 
labor  practice  charges  against  the  United  Auto  Workers  Union.  To  date  the 
Peoria  Region  has  issued  approximately  60  complaints  against  Caterpillar,  36  of 
which  are  the  subject  of  a  consolidated  hearing  currently  in  progress  before  an 
Administrative  Law  Judge.  The  Region  has  assigned  three  staff  attorneys  nearly 
full  time  and  a  supervisory  attorney  nearly  half-time  to  this  massive  trial.  Central 
Illinois  Public  Service  Company  involves  the  legality  of  the  Company's  lockout  of 
2,000  employees.  The  investigation  of  the  charges  consumed  most  of  the  time  of 
two  Peoria  Board  agents  for  four  months  and  the  trial  is  expected  to  require  the 
assignment  of  two  staff  attorneys  for  approximately  four  months. 

U.S.  Marine  has  been  in  the  compliance  stage  throughout  1993  in  one  of 
our  smallest  Regions,  Milwaukee,  which  has  a  staff  of  18  professionals.  In 
addition  to  owing  backpay  and  other  benefits,  for  an  eight-year  period,  to  34 
persons  never  hired  by  U.S.  Marine,  various  benefits  are  due  nearly  700 
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employees,  for  this  eight-year  period.  Also  at  issue  is  the  propriety  of  the  layoffs 
of  almost  200  employees.  The  compliance  specification,  which  issued  in  June 
1993,  established  U.S.  Marine's  total  liability  at  $16.8  million  plus  interest. 
Current  interest  on  that  amount  increases  liability  to  nearly  $24  million.  The 
compliance  work  on  this  case  is  expected  to  total  2  years  of  the  time  of  the 
compliance  supervisor  and  the  trial  attorney. 

In  our  Philadelphia  office,  on-going  cases  involving  Teamsters  Local  115 
have  required  the  full-time  assistance  of  at  least  one  Board  agent  for 
approximately  3-4  months  and  the  part-time  assistance  of  several  others  during 
that  period.  Disputes  between  the  ILA  and  Holt  Cargo  Systems.  Inc./ 
Trans-Ocean  Maritime  Services  have  monopolized  most  of  the  time  of  one  to  two 
Board  agents  over  the  last  two  years.  Charges  and  counter-charges  against  and 
by  Stadium  Partners  cases  involved  three  hearings  in  federal  district  court,  a 
Board  hearing  and  the  filing  of  five  separate  briefs  on  unusual  and  complex 
issues.  J.W.  Rex  Company  has  occupied  a  substantial  amount  of  Board  agent 
time  over  the  last  several  months.  The  investigation  and  calculation  of  backpay 
due  153  unreinstated  unfair  labor  practice  strikers  for  a  period  from 
October  1986  until  1990  as  a  result  of  the  Board's  decision  in  Gas  Spring 
Company,  consumed  a  substantial  amount  of  the  Compliance  supervisor's  time 
for  eight  months.  Backpay  has  been  calculated  to  be  approximately  $2,900,000. 
The  compliance  issues  in  AJR  Coating  Div.  Corp.  were  of  sufficient  complexity 
that  the  assignment  of  one  Board  agent  full  time  for  several  months  and  another 
Board  agent  part  time  for  nearly  a  year  was  required  to  prepare  the  compliance 
specification. 
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In  our  Cincinnati  Regional  Office,  the  United  Mineworkers  cases  resulted 
in  approximately  25  charges  having  been  filed  against  the  union  as  well  as 
numerous  related  counter  charges  filed  by  the  union.  These  cases  have  required 
the  assignment  of  a  team  of  Board  agents  to  investigate;  three  agents  each 
devoted  8  months  to  these  investigations.  The  investigations  resulted  in  the 
issuance  of  several  complaints,  the  initiation  of  10(j)  proceedings  and  eventually 
the  investigation  and  prosecution  of  contempt  allegations. 

In  Pittsburgh,  the  coordination  of  litigation  involving  Beverly  California 
Corporation,  which  began  in  1991,  continues  to  deplete  the  resources  in  that 
office.  Beverly  II  involves  consolidation  of  36  cases  involving  violations  at  21 
different  facilities  located  in  10  different  Regions.  In  1993,  it  is  estimated  that  two 
Board  agents  devoted  approximately  5  months  each  exclusively  to  these  cases 
and  the  work  continues.  Beverly  III  involves  a  consolidation  of  14  unfair  labor 
practice  cases  and  3  representation  objections  cases.  Eleven  unions  and 
locations  in  10  different  Regions  are  involved.  To  date  3  Board  agents  have 
been  assigned  to  the  case  on  a  full  time  basis  for  varying  amounts  of  time 
ranging  from  several  weeks  to  2  months.  In  addition,  Board  personnel  in  the 
other  involved  Regions  have  also  expended  numerous  hours  in  investigation  and 
preparation  for  litigation.  Another  Pittsburgh  case  consolidating  seventeen  cases 
against  W.C.  McQuaide.  Inc.  has  taken  up  the  full  time  of  three  attorneys  in  only 
the  pre-trial  and  trial  work  for  these  cases.  In  Williamette  Industries  /  Southern 
Industrial  Contractors  /  Triad  Electric  Controls  /  ECI.  Inc.  five  different  Pittsburgh 
Board  agents  and  a  supervisory  attorney  worked  on  this  case,  devoting 
significant  amount  of  times  from  their  schedules  to  the  investigation  and 
preparation  for  litigation  and  settlement  in  these  cases,  collectively  spending  the 
equivalent  of  one  person  working  full  time  on  the  case  for  approximately  8 
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months.  In  Coronet  Foods.  Inc..  the  Pittsburgh  office  has  had  to  assign  two 
compliance  professionals  to  this  case  for  three  months.  The  compliance 
specifications  will  be  approximately  650  pages  in  length. 

The  Baltimore  Regional  Office  has  handled  numerous  substantial  cases 
over  the  last  year,  some  of  which  have  continued  in  that  office  for  several  years. 
For  instance,  the  National  Football  League  cases  in  which  litigation  began  in 
1988  continues  to  take  the  time  of  several  professional  employees.  It  is 
estimated  that  approximately  $30,000,000  backpay  is  due  to  1,400 
discriminatees.  It  is  anticipated  that  surveys  of  discriminatees  will  have  to  be 
developed  and  distributed  to  employees  once  they  are  found.  Additional  charges 
have  been  filed  against  the  NFL  regarding  the  settlement  of  the  anti-trust  case 
and  trademark  infringement  case.  Over  the  last  six  months  4  Board  agents  have 
been  assigned  to  review  the  approximately  5,000  pages  of  documentation 
provided  thus  far  in  the  investigation. 

In  the  New  Orleans  Region,  the  Avondale  Industries.  Inc..  post-election 
hearing  involves  850  determinative  challenged  ballots  and  42  employer 
objections.  To  date  the  hearing  has  generated  approximately  8,000  transcript 
pages  and  may  not  be  at  the  mid-point  regarding  completion.  It  is  anticipated 
that  one  professional  years'  work  is  required  for  this  hearing,  and  half  a  clerical 
years'  work.  Monroe  Manufacturing.  Inc.:  Contract  Manufacturing.  Inc.:  and 
Embroideries.  Inc..  et  al.  involves  an  extensive  trial  in  New  Orleans  of 
approximately  three  months  of  trial  work;  the  investigation  of  these  cases  has 
consumed  approximately  a  years  work  of  a  Board  agent.  Manno  Electric.  Inc.. 
another  New  Orleans  case  resulted  in  approximately  a  half  years'  time  for  the 
litigation  attorney.  National  Tea  Company.  Inc.  et  al.  and  United  Food  and 
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Commercial  Workers  Intl.  Union.  Local  210  are  cases  which  have  required 
approximately  a  years'  work  of  an  investigator  in  New  Orleans.  Bayou  Steel 
Corporation,  still  another  New  Orleans  case,  has  required  approximately  3 
months  of  agent  time  to  investigate  22  surface  bargaining  allegations  and  an 
unfair  labor  practice  strike  allegation.  If  the  matter  is  litigated,  an  additional  6 
months  of  attorney  time  will  be  required. 

Diamond  Walnut  involves  post-election  issues  arising  from  an 
October  1993  rerun  election  in  which  1,300  voted  in  the  context  of  a  lengthy 
strike.  The  Oakland  Regional  Office  has  devoted  considerable  time  to 
investigating  objections  to  the  election  and  665  challenged  ballots.  The 
Teamsters  Union  has  an  international  boycott  against  the  employer's  products. 

The  foregoing  cases  are  illustrative  of  increasingly  challenging  cases  our 
regional  offices  are  being  required  to  handle.  The  drain  on  the  Agency's 
resources  caused  by  such  cases  is  unprecedented. 

Distribution  of  Resources 

Since  our  mission  is  reactive  in  nature,  we  have  no  control  over  our 
workload.  While  we  make  every  effort  through  our  Information  Officer  Program 
to  dissuade  individuals,  unions,  and  employers  from  filing  charges  that  are 
clearly  nonmeritorious,  in  the  end  we  must  accept  all  charges  that  have  not  been 
so  screened  out.  Hence,  we  cannot  control  our  costs  by  turning  away  potential 
charge  filers  and  petitioners.  The  cost  for  personnel  compensation,  including 
benefits,  accounts  for  about  79  percent  of  the  total  FY  1994  appropriation  for  this 
Agency;  space  rental  consumes  another  12  percent.    In  the  recent  budgetary 
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environment,  even  a  slight  rise  in  case  intake  adversely  affects  our  ability  to 
finance  technological  improvements  and  training. 

FY  1993  ACCOMPLISHMENTS 

The  Agency's  full-time  equivalent  (FTE)  employment  for  FY  1993  was 
2,085  compared  to  the  FY  1992  FTE  of  2,123.  The  accomplishments  of 
FY  1993  are  described  below. 

General  Counsel : 

A  total  of  34,405  unfair  labor  practice  charges  and  6,717  representation 
cases  were  filed  in  FY  1993,  a  net  increase  of  5.6  percent  in  case  intake  over 
FY  1992.  Of  the  unfair  labor  practice  charges  filed,  34.3  percent  were  found  to 
have  merit.  The  settlement  rate  was  92.1  percent.  Regional  offices  conducted 
3,498  initial  elections,  of  which  85  percent  were  pursuant  to  agreement  of  the 
parties. 

The  General  Counsel  won  86  percent  of  Board  and  Administrative  Law 
Judge  decisions  in  whole  or  in  part  during  FY  1993.  Over  $46  million  in  backpay 
was  distributed  last  year.  During  that  same  period,  1,861  employees  were 
reinstated  and  1,155  employees  were  offered  reinstatement,  but  declined. 

Several  regional  offices  have  experienced  casehandling  backlogs  due  to 
understaffing  and/or  bearing  responsibility  for  especially  large  or  complex  cases. 
The  General  Counsel  was  able  to  provide  assistance  to  one  region  by  detailing 
employees  of  other  regions  to  the  understaffed  region.  Backlogs  in  other  regions 
were  alleviated  by  reassigning  cases  to  neighboring  offices. 
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Difficult  situations  exist  primarily  in  regions  located  in  high  cost 
metropolitan  areas  where  the  retention  of  employees  is  often  most  difficult  due  to 
the  Federal  Government  pay  scales  often  compare  unfavorably  to  the  private 
sector.  This  shortage  of  professionals  frequently  contributes  to  the  lengthening 
of  the  trial  calendar.  At  the  close  of  FY  1993,  3,858  cases  had  been  pending 
investigation  for  45  days  or  more;  1 ,484  cases  were  awaiting  hearing  before  an 
administrative  law  judge;  and  1 ,072  cases  were  pending  compliance. 


Beard: 

In  FY  1993,  the  five-member  Board  issued  decisions  in  683  unfair  labor 
practice  cases  (known  as  "C"  cases).  The  total  number  of  "C"  cases  awaiting 
disposition  at  the  end  of  FY  1993  was  286.  With  respect  to  the  reduction  in 
over-age  cases,  at  the  end  of  FY  1993,  the  Board  had  eleven  "C"  cases  and 
three  "R"  cases  that  were  more  than  two  years  old.  This  figure  contrasts 
dramatically  with  the  backlog  on  September  30,  1987,  when  there  were  241 
pending  "C"  cases  that  were  more  than  two  years  old.  The  recent  reduction  in 
pending  cases  was  due  in  part  to  changes  in  casehandling  procedures  that  have 
resulted  in  more  expeditious  disposition  of  summary  judgment  cases. 


UNFAIR  LABOR  PRACTICE  CASES  PENDING  AT  BOARD 
At  CIom  of  Fiscal  Yetr 


1.039  1.054 


■  FY  1994  at  CtoM  of  November 
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Board  Members'  staffs  now  have  fewer  authorized  attorney  positions  than 
they  had  in  recent  years.  Given  the  present  intake  of  cases  and  their  complexity, 
the  Board  will  make  every  effort  to  maintain  its  recent  progress  in  keeping  its 
disposition  of  cases  reasonably  current. 

Administration: 

In  FY  1993,  the  Agency's  headquarters  staff  was  relocated  to  the  Franklin 
Court  building  in  the  District  of  Columbia.  Over  $4.4  million  was  spent  to  increase 
our  personal  computer  inventory  and  replace  our  older,  obsolete  computers. 

FY  1994  ACTIVITIES 

A  0.9  percent  increase  in  case  intake  is  projected  for  FY  1994.  It  has  been 
our  experience  that  the  organizing  efforts  that  induce  increases  in  representation 
cases  usually  stimulate  lagged  increases  in  unfair  labor  practice  cases. 
Furthermore,  the  upcoming  expiration  of  a  large  number  of  major  labor  contracts 
increases  the  potential  for  unfair  labor  practice  conduct  which  may  cause 
disruptions  in  interstate  commerce.  According  to  the  Bureau  of  National  Affairs, 
there  are  about  380  private  sector  labor  agreements  expiring  in  1994,  each  of 
which  involves  over  500  employees.  About  50  of  these  agreements  cover  over 
5,000  employees;  among  these  are  contracts  covering  the  United  States  Postal 
Service  (560,000  employees)  and  the  Teamsters  National  Master  Freight 
Agreement  involving  200,000  trucking  employees. 

The  Agency's  FTE  total  will  decrease  from  2,085  in  FY  1993  to  2,075  in 
FY  1994.  In  order  to  operate  within  our  FY  1994  appropriation,  strict  controls 
have  again  been  placed  on  all  discretionary  spending.  The  Agency  has  placed  a 

-    18    - 


537 


high  priority  on  installing  computer  networks  in  our  field  offices  to  enhance  staff 
efficiency.  By  the  end  of  this  year  we  will  have  installed  networks  in  all  of  our 
regional  offices.  No  specialized  staff  training  is  planned  for  this  year. 


National  Labor  Relations  Board 

Distribution  of  Funds,  FY  1994 


(78  8%)  Personnel  Comp  &  Benefits 


(3  1%)  Direct  CaMhanMng  Expenses 
(1 .7%)  Other  Services  Including  Training 

(2  3%)  Other  Rent  Communrcatxyu  &  US. 

0%)  Equip  .SuppUesPrtntingAdmin  Travel. Muc 


(12  0%)Spec«Rent 
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JUSTIFICATION  OF  FY  1995  BUDGET  REQUEST 

A  4.5  percent  increase  in  case  intake  is  projected  for  FY  1995.  While  we 
continue  to  strive  for  the  highest  attainable  rate  of  settlement,  we  anticipate  that 
the  number  of  contested  cases  in  FY  1 995  will  result  in  over  500  Administrative 
Law  Judge  and  in  excess  of  600  Board  decisions.  We  estimate  that  nine  or  more 
Administrative  Law  Judges  will  have  retired  between  FY  1994  and  1995  resulting 
in  an  increase  in  cases  pending  a  hearing.  The  number  of  cases  progressing  to 
the  compliance  stage  will  also  continue  to  rise. 

The  Agency's  FTE  will  decrease  from  2,075  to  2,054.  All  of  the  increase  in 
dollar  costs  represented  in  the  FY  1995  request  is  absorbed  by  the  full  funding  of 
within-grade  increases,  promotions,  and  annualization  of  the  1994  pay  increase 
and  space  rent.  We  hope  to  keep  pace  with  the  projected  case  intake  increases 
through  application  of  automation.  Funds  are  requested  to  continue  this 
Agency's  automation  efforts,  particularly  in  development  of  legal  research 
databases  that  are  accessible  to  field  and  Headquarters  offices  as  well  as  in 
updating  the  Agency's  platform  for  casehandling  information. 

No  specialized  staff  training  is  planned  for  FY  1995. 

In  sum,  $5,494,000  in  built-in,  program  and  one-time  increases  in 
FY  1995  will  be  offset  by  $2,068,000  in  decreases,  most  of  which  will  emanate 
from  the  reduction  in  FTE.  This  will  result  in  a  net  increase  of  $3,426,000  from 
FY  1994. 
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CONCLUSION 


The  critical  role  of  the  NLRB  in  contributing  to  economic  stability  and 
facilitating  the  unimpeded  flow  of  commerce  is  the  fundamental  justification  for 
this  request  now  before  the  Congress.  We  believe  the  high  degree  of  public 
trust  which  the  Agency  has  earned  over  the  last  59  years  has  not  been 
misplaced.  The  President's  Budget  for  FY  1995  will  enable  the  NLRB  to  fulfill  its 
responsibilities  in  the  spirit  of  its  continuing  dedication  and  commitment. 

The  National  Labor  Relations  Board  respectfully  requests  favorable 
consideration  by  the  Congress  of  this  Fiscal  Year  1995  request. 


-    21 


540 


Q 

< 
O 
CD 


LU 

tr 
O 


< 
z 

o 

< 


< 

I 
o 


< 

N 

z 
< 

o 

DC 
O 


-    22 


541 


APPROPRIATIONS  LANGUAGE  AND 
AUTHORIZING  LEGISLATION 


NATIONAL  LABOR  RELATIONS  BOARD 

SALARIES  AND  EXPENSES 

For  expenses  necessary  for  the  National  Labor  Relations  Board  to 
carry  out  the  functions  vested  in  it  by  the  Labor-Management  Relations 
Act,  1947,  as  amended  (29  U.S.C.  141-167),  and  other  laws, 
[$171,274,000]  SI 74.700.000:  Provided,  That  no  part  of  this 
appropriation  shall  be  available  to  organize  or  assist  in  organizing 
agricultural  laborers  or  used  in  connection  with  investigations,  hearings, 
directives,  or  orders  concerning  bargaining  units  composed  of 
agricultural  laborers  as  referred  to  in  section  2(3)  of  the  Act  of  July  5, 
1935  (29  U.S.C.  152),  and  as  amended  by  the  Labor-Management 
Relations  Act,  1947,  as  amended,  and  as  defined  in  section  3(f)  of  the 
Act  of  June  25,  1938  (29  U.S.C.  203),  and  including  in  said  definition 
employees  engaged  in  the  maintenance  and  operation  of  ditches,  canals, 
resevoirs,  and  waterways  when  maintained  or  operated  on  a  mutual, 
nonprofit  basis  and  at  least  95  per  centum  of  the  water  stored  or  supplied 
thereby  is  used  for  fanning  purposes.  (Departments  of  Labor,  Health 
and  Human  Services,  Education,  and  Related  Agencies  Appropriations 
Act,  1994) 


The  National  Labor  Relations  Board  is  permanently  authorized  under  the 
National  Labor  Relations  Act  of  1935  (29  U.S.C.  167)  as  amended. 
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Appropriation 

Total  Budget  Authority 


NATIONAL  LABOR  RELATIONS  BOARD 
BUDGET  AUTHORITY 

(In  thousands  of  dollars) 


1993 


$169,807 
$169,536 


1994 


$171,274 
$171,327 


199S 


$174,700 
$174,705 


Budget  Authority  by  Activities 

(in  thousands  of  dollars) 


[ 

FY  1993 

F! 

M994 
AMOUNT 

FY  1995 

|     DIFFERENCE 

EIE 

AMOUNT 

EIE 

EIE 

AMOUNT 

EIE 

AMOUNT 

Field  Investigation 

1,614 

$131,079 

1.607 

$132,532 

1.590 

$135,183 

(17) 

$2,651 

Administrative  Law 
Judge  Hearing 

177 

$14,430 

176 

$14,593 

175' 

$14,884 

(1) 

$291 

Board  Adjudication 

192 

$15,630 

191 

$15,791 

189 

$16,108 

(2) 

$317 

Securing  Compliance 
with  Board  Order 

96 

$7,763 

95 

$7,844 

94 

$8,001 

(1) 

$157 

Internal  Review 

6 

$487 

6 

$514 

6 

$524 

0 

$10 

Subtotal,  Direct  Budget  Authority 

2M& 

S169.389 

2J25 

$171,274 

2  054 

$174,700 

(2Jj 

siaas 

Reimbursables 

$147 

$53 

$5 

($48 

Total  Budget  Authority 

2jafi5 

$169,536 

2JJZ5 

$171327 

2054 

$174,705 

C2JJ 

$1312 

Lapsed  Balance  in  Prior  Year 

$418 

24 
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NATIONAL  LABOR  RELATIONS  BOARD 

SUMMARY  OF  CHANGES 
(in  thousands  of  dollars) 


1994  Appropriation 

1995  Request 

Net  Change 


INCREASES: 

A.  Built-in 

1.  Annualization  of  1994  Promotions 

and  Within-Grade  Increases 

2.  Cost  of  1995  Promotions  and 

Within-Grade  Increases 

3.  Annualization  of  1994  Federal 

Pay  Increases 

4.  Space  Rent 

5.  Health  Services 

Subtotal,  Built-in  Increases 

B.  Program 

1.  Communications 

2.  Employee  Relocation 

Subtotal,  Program  Increases 

C.  One-Time 

1 .  Cash  Awards 

2.  Maintenance  &  Miscellaneous 

3.  Full  Field  Investigations 

Subtotal,  One-Time  Increases 


Base 


$171,274 

$174,700 

$3,426 

Change 
From  Base 


$570 

$1,478 

$20,638 
$353 

$1,563 

$722 

$34 

$20,991 

$4,367 

$3,215 
$408 

$93 
$8 

$3,623 

$101 

$914 

$3,189 

$50 

$186 

$790 

$50 

$4,153 

$1,026 

Total,  Increases 


$28,767         $5,494 


25 
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NATIONAL  LABOR  RELATIONS  BOARD 

SUMMARY  OF  CHANGES 
(in  thousands  of  dollars) 
cont'd 

DECREASES: 

D.  Built-in 

1 .  FTE  Reduction 

2.  Less  Extra  Day 

Subtotal,  Built-in  Decreases 

E.  One-Time 

1 .  Printing 

2.  Federal  Employees  Compensation 
3  Travel 
4.  Reporting 
5  Furniture  and  Equipment 

6.  Supplies  &  Subscriptions 

7.  Rentals 

Subtotal,  One-Time  Decreases 

Total,  Decreases 
Net  Change 


$133,326 
$435 

($800) 
($435) 

$133,761 

($1,235) 

$464 
$569 
$3,341 
$1,066 
$1,219 
$1,271 
$816 

($52) 

($90) 

($93) 

($99) 

($208) 

($145) 

($146) 

$8,746 

($833) 

$142,507 

($2,068) 

$171,274 

$3.42$ 

-    26    - 
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NATIONAL  LABOR  RELATIONS  BOARD 
BUDGET  AUTHORITY  BY  OBJECT  CLASS 
(in  thousands  of  dollars) 


Personnel  Compensation: 
Full-time  Permanent 

Other  Than  Full-time  Permanent 

Other  Personnel  Compensation 

Special  Personal  Services  Payments 

Subtotal  Personnel  Compensation 

Civilian  Personnel  Benefits 

Travel  and  Transportation  of  Persons 

Transportation  of  Things 

Rental  Payments  to  GSA 

Rent,  Communications,  and  Utilities 

Printing  and  Reproduction 

Consulting  Services 

Other  Services 

Goods  &  Services  from  Govt.  Accts. 

Supplies  and  Materials 

Furniture  and  Equipment 

Insurance  Claims  and  Indemnities 
Subtotal,  Direct  Budget  Authority 

Reimbursables 

Total  Budget  Authority  (gross) 

Lapsed  Balance  in  Prior  Year 


I    FY  1993    | 

FY  1994 

FY  1995 
REQUEST 

CHANGE    | 

ACTUAL 

ESTIMATE 

105,784 

110,660 

112,973 

2,313 

2,817 

2,863 

2,878 

15 

1,361 

1,013 

1,204 

191 

152 

1M 

134 

Q 

110.114 

114,670 

117.189 

2,519 

19,125 

20,478 

20,429 

(49) 

2,973 

3,434 

3,341 

(93) 

120 

143 

148 

5 

18,082 

20,638 

21,360 

722 

3,891 

4,032 

3,978 

(54) 

367 

464 

412 

(52) 

59 

100 

0 

(100) 

4,241 

3,665 

4,461 

796 

1,762 

1,020 

1,105 

85 

1,910 

1,271 

1,126 

(145) 

6,593 

1,219 

1,011 

(208) 

152 

140 

140 

0 

169.389 

171.274 

174.700 

3.426 

147 

53 

5 

(48) 

169.536 

171,327 

174.705 

3.378 

418 

-    27    - 
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NATIONAL  LABOR  RELATIONS  BOARD 
DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 

1993  1994  1995 

ACTUAL  ESTIMATE  REQUEST 


Executive  Level  I 

0 

0 

0 

Executive  Level  II 

0 

0 

0 

Executive  Level  III 

1 

1 

1 

Executive  Level  IV 

4 

5 

5 

Executive  Level  V 

0 

0 

0 

Subtotal 

5 

6 

6 

ES-6 

3 

3 

3 

ES-5 

42 

44 

44 

ES-4 

11 

14 

14 

ES-3 

3 

0 

0 

ES-2 

0 

1 

1 

ES-1 

0 

0 

0 

Subtotal 

59 

62 

62 

AL-1 

1 

1 

1 

AL-2 

5 

5 

5 

AL-3 

72 

66 

64 

Subtotal 

78 

72 

70 

GS/GM-15 

175 

177 

175 

GS/GM-14 

353 

350 

349 

GS/GM-13 

475 

475 

474 

GS-12 

182 

186 

182 

GS-11 

74 

70 

69 

GS-10 

6 

6 

6 

GS-9 

45 

46 

46 

GS-8 

36 

37 

37 

GS-7 

129 

127 

125 

GS-6 

217 

217 

215 

GS-5 

213 

212 

206 

GS-4 

32 

28 

29 

GS-3 

4 

4 

4 

GS-2 

0 

0 

0 

GS-1 

0 

0 

0 

Subtotal 

1,943 

1,935 

1,916 

Total  Full-time  Permanent 

Employment,  End-of-Year 

2,118 

2,124 

2,100 

Full-time  Equivalent  Usage 

2,085 

2,075 

2,054 

Average  ES  Level 

4.76 

4.77 

4.77 

Average  ES  Salary 

$110,091 

$114,184 

$114,452 

Average  AL  Level 

2.91 

2.90 

2.90 

Average  AL  Salary 

$101,979 

$100,354 

$101,733 

Average  GS/GM  Grade 

10.77 

10.79 

10.80 

Average  GS/GM  Salary 

$52,889 

$52,420 

$52,301 

-    28    - 
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NATIONAL  LABOR  RELATIONS  BOARD 
AMOUNTS  AVAILABLE  FOR  OBLIGATION 
(in  thousands  of  dollars) 


FY  1993 
ACTUAL 


FY  1994 
ESTIMATE 


FY  1995 

REQUEST 


Appropriation 

Reduction  pursuant  to  P.L.  102-394 

Appropriation  (total) 

Spending  authority  from  offsetting 
collections 
Lapsed  Balance  in  Prior  Year 


171,176 
-1369 


147  * 
-418 


171,274  174.700 


169,807  171,274  174,700 


53  * 


Total  Obligations 


169.536  171.327  174.705 


*  Administrative  Law  Judge  Loan  Program  and  Jury  Fees 
**  Jury  Fees 


-    29    - 
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NATIONAL  LABOR  RELATIONS  BOARD 

Appropriation  History 


Year 

Estimate 
to  Congress 

1963 

$21,029,000 

1964 

$23,060,000 

1965 

$26,407,500 

1966 

$28,713,100 

1967 

$31,030,000 

1968 

$32,288,000 

1969 

$35,474,000 

1970 

$39,038,950 

1971 

$40,327,000 

1972 

$48,468,000 

1973 

$50,456,000 

1974 

$56,057,000 

1975 

$63,089,000 

1976 

$70,330,000 

TQ 

$17,799,000 

1977 

$81,336,000 

1978 

$92,508,000 

1979 

$103,012,000 

1980 

$113,873,000 

1981 

$119,548,000 

1982 

$128,336,000 

1983 

$133,000,000 

1984 

$134,158,000 

1985 

$137,964,000 

1986 

$130,895,000 

1987 

$130,865,000 

1988 

$141,580,000 

1989 

$138,647,000 

1990 

$140,111,000 

1991 

$151,103,000 

1992 

$162,000,000 

1993 

$172,905,000 

1994 

$171,274,000 

1995 

$174,700,000 

House 
Allowance 


Senate 
Allowance 


Appropriation 
or  Continuing 
Authorization 


$21,029,000 


$22,060,000 


$25,157,500 


$28,713,100 


$31 ,030,000 


$32,288,000 


$35,474,000 


$39,038,950 


$41,827,000 


$48,468,000 


$50,456,000 


$56,057,000 


$62,669,000 


$69,292,000 


$17,517,000 


$80,908,000 


$92,508,000 


$102,762,000 


$112,261,000 


$119,548,000 


$125,959,000 


$126,045,000 


$133,594,000 


$137,964,000 


$134,854,000 


$132,247,000 


$139,019,000 


$138,647,000 


$140,111,000 


$151,103,000 


$162,000,000 


$171,176,000 


$171,274,000 


1/ 


$21,029,000 


$22,560,000 


$26,407,500 


$28,713,100 


$31,030,000 


$32,288,000 


$35,474,000 


$39,038,950 


$41,827,000 


$48,468,000 


$50,456,000 


$56,057,000 


$62,669,000 


$69,902,000 


$17,670,000 


$81,336,000 


$92,508,000 


$102,762,000 


$112,261,000 


$119,548,000 


$120,000,000 


$126,045,000 


$134,158,000 


$137,964,000 


$134,854,000 


$132,247,000 


$139,019,000 


$138,647,000 


$140,111,000 


$151,103,000 


$162,000,000 


$171,176,000 


$171,274,000 


U 


$21,029,000 


$22,460,000 


$26,157,000 


$28,713,100 


$31,030,000 


$32,288,000 


$35,474,000 


$39,038,950 


$41,827,000 


$48,468,000 


$50,456,000 


$56,057,000 


$62,669,000 


$69,597,000 


$17,593,000 


$80,908,000 


$92,508,000 


$102,762,000 


$112,261,000 


$118,488,000 


$117,600,000 


$126,045,000 


$133,594,000 


$137,964,000 


$129,055,000 


$132,247,000 


$133,097,000 


$136,983,000 


$140,111,000 


$151,103,000 


$162,000,000 


$171,176,000 


$171,274,000 


u 

2L 

3/ 
4/ 
5i 
6/ 
11 


9/ 
10i 


11/ 


1/ 
2/ 
3Z 

4/ 

7/ 

SZ 

9/ 

11/ 


Net  $356,000  rescinded  (by  P.L.  96-304)  for  purchase  of  furniture. 

Rescission  of  $1 ,060,000  by  P.L  97-12. 

Total  amount  available  under  Continuing  Resolutions  for  FY  1982. 

Amount  authorized  under  P.L.  98-139. 

A  rescission  of  $1 ,070,000  was  submitted,  but  not  enacted. 

Amount  included  $3,959,000  for  5%  Federal  employee  pay  reduction. 

Reflects  $5,799,000  reduction  pursuant  to  P.L.  99-177 

This  amount  was  subsequently  reduced  by  $641,000  for  an  across-the-board 

appropriation  travel  reduction. 
An  amendment  to  the  Appropriation  Bill  (PL  100-436)  reduced  all 

discretionary  programs  by  1.2%. 
An  amendment  to  the  Appropriation  Bill  (P.L.  101-517)  reduced  all 

discretionary  programs  by  2.41%;  therefore,  FY  1991  available  funding 

was  $147,461,000. 
This  amount  was  reduced  to  $169,807,000  due  to  a  0.8%  across-the-board 

reduction  in  conference. 


-    30   - 
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STAFFING  HISTORY 

TOTAL  FULL  TIME  EQUIVALENT  (FTE) 


2865 


2682    2677    2694 


2138    2123    2085    2075    2054 


1981  1983  198S  1987  1989  1991  1993  1995  Request 

1982  1984  1986  1988  1990  1992  1994 


31 
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CONGRESSIONAL  DIRECTIVES 


None. 
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551 


MAJOR  WORKLOAD  AND  OUTPUT  DATA 


FY  1993 
ACTUAL 


FY  1994 
ESTIMATE 


FY  1995 
REQUEST 


1)  Regional  Offices: 

Unfair  Labor  Practice  (ULP)  Cases 
Situations  Pending  Preliminary 

Investigation  at  Start  of  Year 
Case  Intake  During  Year 
Consolidation  of  Dispositions 
Total  ULP  Proceedings 
Situations  Pending  Preliminary 

Investigation  at  End  of  Year 


3,325 

5,157 

6,656 

34,405  * 

34,556 

36,013 

3,128  * 

2,280 

2,307 

29,445 

30,777 

30,309 

5,157 


6,656 


6,717 

7,446 

7,872 

7263 

7,239 

7,196 

690 

711 

726 

1,359 

1,487 

1,487 

522 

570 

644 

1,487 

1,487 

1,487 

24 

17 

18 

268 

203 

176 

561 

575 

558 

203 

176 

239 

683 


693 


*  Actual  figures  for  FY  1993  are  preliminary  and  still  being  reconciled. 


Representation  Cases 
Case  Intake  During  Year 
Dispositions 
Regional  Directors  Decisions 

2)  Administrative  Law  Judges: 

Hearings  Pending  at  Start  of  Year 

Hearings  Closed 

Hearings  Pending  at  End  of  Year 

Adjustments  After  Hearings  Closed 

Decisions  Pending  at  Start  of  Year 

Decisions  Issued 

Decisions  Pending  at  End  of  Year 

3)  Board  Adjudication: 

Contested  Board  Decisions  Issued 

Representation  Election  Cases 
Decisions  Issued 
Objection  Rulings 

4)  General  Counsel  -  Washington: 

Advice  Pending  at  Start  of  Year 
Advice  Cases  Received  During  Year 
Advise  Disposed 
Advice  Pending  at  End  of  Year 

Appeals  Pending  at  Start  of  Year 
Appeals  Received  During  Year 
Appeals  Disposed 
Appeals  Pending  at  End  of  Year 

Enforcement  Cases  Pending  at  Start  of  Year 
Enforcement  Cases  Received  During  Year 
Enforcement  Briefs  Filed 
Enforcement  Cases  Dropped  or  Settled 
Enforcement  Cases  Pending  at  Start  of  Year 


10,053 


653 


58 

64 

67 

158 

161 

159 

70 

60 

95 

899 

990 

970 

909 

955 

968 

60 

95 

97 

344 

359 

686 

3,659 

3.900 

3,842 

3,644 

3,573 

3,527 

359 

686 

1,001 

490 

511 

511 

294 

306 

288 

157 

190 

199 

116 

116 

122 

511 

511 

478 
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DISPOSITION  PATTERN  FOR  UNFAIR  LABOR  PRACTICE  CASES 

(Based  on  Cases  Closed) 
FISCAL  YEAR  1993  (ESTIMATES) 
Compared  with  Fiscal  Year  1992 


2  5% 
(FY  92) 


'CONTESTED  CASES  REACHING  BOARD  MEMBERS  FOR  DECISIONS 


34     - 
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DISPOSITION  PATTERN  FOR  MERITORIOUS 

UNFAIR  LABOR  PRACTICE  CASES 

(Based  on  Cases  Closed) 

FISCAL  YEAR  1993  (ESTIMATES) 

Compared  with  Fiscal  Year  1992 


5.5% 
(FY  92) 


1  FOLLOWING  ADMINISTRATIVE  LAW  JUDGE  DECISION.  STIPULATED  RECORD  OR  SUMMARY 
JUDGMENT  RULING. 

*  COMPLIANCE  WITH  ADMINISTRATIVE  LAW  JUDGE  DECISION,  STIPULATED  RECORD  OR  SUMMARY 
JUDGMENT  RULING. 
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DISPOSITION  PATTERN  FOR  REPRESENTATION  CASES 

(Based  on  Cases  Closed) 
FISCAL  YEAR  1993  (ESTIMATES) 
Compared  with  Fiscal  Year  1992 


27  4% 
(FY  92) 


BD  DECS  ON 
REFERRAL 


0.7% 


(FY  92) 


S.2% 
(FY  92) 


BD.  DECS.' 

AFTER  REVIEW 

0.3% 

0.3% 
(FY  92) 


72% 
(FY  92) 


TOTAL  BD 
0.7%  (FY  92) 

0  7%  (FY  93) 


'THESE  CASES  ALSO  COUNTED  UNDER  REGIONAL  DIRECTOR  DECISIONS. 

-     36     - 
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BOARD  MEMBERS  AND  GENERAL  COUNSEL 

Term        Compensation 
Appointed     Expiration         Prior  Year 


James  M.  Stephens 
Chairman 

Dennis  M.  Devaney 
Member 

John  C.  Truesdale 
Member 

Vacant 

Member 

Vacant 

Member 

Vacant 

General  Counsel 


11/01/85        08/27/95  $123,100 

11/22/88         12/16/94  $115,700 

1/24/94      Recess  appt.  $115,700 

08/27/96  $115,700 

08/27/98  $115,700 


Four  Years         $115,700 
After 


Appointment 
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SCHEDULE  OF  ADVISORY  AND  ASSISTANCE  SERVICES 
NATIONAL  LABOR  RELATIONS  BOARD 
(in  thousands  of  dollars) 


Account  Title  and  Symbol 

Salaries  and  Expenses: 

Account  No.  31-39-01 00-0-1-505-A 

I.  Contractual  Services 

Individual  Experts  &  Consultants 

Studies,  Analyses,  &  Evaluations 

Management  &  Professional 
Support  Services 

Engineering  &  Technical  Services 

Subtotal 

II.  Personnel  Appointments 

III.  Advisory  Committees 


1993 
Actual 


1994 
EsL 


1995 
Est. 


100 


59 


59 


100 


Totals 


59 


100 
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EXHIBITS 

These  exhibits  provide,  in  concise  form,  outlines  of  the  types  of 
cases  arising  under  the  Labor  Management  Act  and  the  basic 
procedures  in  the  processing  of  these  cases  within  the  Agency  and 
the  Courts. 

A.  Explanation  of  Types  of  Cases 

B.  Outline  of  Representation  Procedures  Under  Section  9(c) 

C.  Basic  Procedures  in  Cases  Involving  Charges  of  Unfair  Labor 

Practice 

D.  National  Labor  Relations  Board  Enforcement  Chart 
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Exhibit  A 
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Exhibit  B 
OUTLINE  OF  REPRESENTATION  PROCEDURES  UNDER  SECTION  9(c) 


Peuuoo.     Filed  «rf(h 
NUaRcsJoaa I  Office. 


PcUdoa  may  be  with- 
4n«i  fcr  petiilomr 


i***ai»*Uae  add  •«' 
0flul  aeurmhaatlo* 


Rcdtloa  may  be  du 
fMMd  bT  it Uoo*l  CX- 
Mcta    DtaMaul  may 
be  eppealad  l»  Board 


COMSCHT  PROCEOVRCS 


roi-u  PKOCKDURCS 


AgTMfTKVt  fat  C  COW  ft 

flection    ranlcs  1)9 
■  freemen  wiving  heir 
lag  "id  coaterulog  to 
clccdoa  tewlUni  in  it 

cioftii  Director'!  deict- 


^Upularioo  fa  Cenlfl- 

CJIIOO   Upco  COC*CDl 

[lection    PtrUcj  ugn 
■  gjeemeot  waiving 
hearing  and  coaacntiag 
10  elect  loo  reaoluna  la 
eenlficadoc  I  sued  br 
Regional  Director  00 
behalf  nf  Board  Ur«- 
attla  ik  coaclnsJvc. 
ethcrvlje  deiennlaadoa 
by  Board 


Formal  HetrUg  Coo- 
<h*i*<J  by  Hearing  Of  - 
fleet  Itcen)  of  hear- 
Lag  to  legjoraal  nirec- 
lot  at  Boare" 


Cabt  may  be  uanifcrrcd 
to  Board  by  order  of  Rt- 
gjooal  Director  at  eloat 
of  beartog,  et  nanar- 
fi—otiy 


Regional  Director  laaaea 
nedaloo  directing  «l«c 
doc  lot  dlamlaaiag 


tenure  for  Review    •*r- 
dei  may  requeet  Board  10 
atwlctr  legJonal  Direc- 
tor 1  acdoo    Oppotidoc 
to  reeves  may  b*  filed 


Board  l»uci  oeclitoo  di- 
recuog  election  'ot  dlt- 
■dating  com*. 


baling  00  reguear  Board 
bout*  miiOB-  •  denier  o* 
era  era  tcqoes  far  review 


tf  retrace  for  nrbw  u 

Saated    loard  lanea 
cldon  afTlnmoB. 

DiodifrtAf-  «  revenue. 
Regional  ntnetot. 


EltaiON  COKDUCUD  IY  REGIONAL  DIRECTOR 


■ 


IF  bPULTS  Atf  CO»*CU«rvT 

'challcotsu  not  determinative 

and/01  bo  objection*  Ated** 


r  btSULTS   *«*  HOT  CONCUR IVt 

fchalleseei  determinative  eod/or  nbrectlnce  filed'* 


COMStMT  iLtCTMM 


••tlOAa]  Director  la> 
CeruricaUoo  of  Rear 
uudR  at  lamia 


ITpFVLATH  ELICTrOM 


■  (  fr*0«**l.  DIRECTOR  Ot  MaRD  WR1  CTf  D 


Regional  Director  Iku 
flnrt  repon  is  pertiea 
diapodnc  0/  la— ri  eed 
directing  aoproprUw 
action  or  card/run  rep- 
reaeandve  or  reaula  of 


Board  cooddea  report 
and  any  u&tgkm  ni*d 

(he re  10     Board  Iran** 
Decltioe  directing  ap- 
propriate actios  0*  cer- 
tirVieg  rcpreaeaudve  or 
resaia  of  election 


Rational  Director  say  U- 

■je  rupolemeaul  Oeel- 
doo  directing  of  Lbbrata 
end  directing  appcoprl ■ 
eu  action  or  eerdfylof 
re  pre  tentative  Ot  reauto 
of  election  flapplatnca- 
tal  DccLdoD  eabuct  to 
nrtt  *  procedure  art 
forth  RfcRgaj 


aeiabi  acdob  or  oartlfy  ■ 
U>g  reprereaod-e  or  re- 
mlu  af  ehrcdoo 
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Exhibit  C 


NATIONAL  LABOR  RELATIONS  BOARD 

BASIC  PROCEDURES  IN  CASES  INVOLVING 
CHARGES  OF  UNFAIR  LABOR  PRACTICES 


CHARGE 

Filed  with  Region*!  Director,  alleges 
unfair  labor  practice  by  employer 
or  labor  organization 


INJUNCTION 

Regional  Director  mutt  ask  district  court 
lor  temporary  restraining  order  m  unlawful 
boycott  and  certain  picketing  cases 


INJUNCTION 


General  Counsel  may  with  Board 
approval  ask  district  court  for  temporary 
restraining  order  after  complaint  >s  issued 
in  certain  serious  unfair  labor  practice 
cases 


INVESTIGATION 

Regional    Director   determines   whether 
formal  action  should  be  taken 


COMPLAINT  AND  ANSWER 


Regional  Director  issues  complaint  and 
notice  of  hearing  Respondent  files  answer 
in  10  days 


HEARING  AND  DECISION 

Administrative  Law  Judge  presides  over  a 
trial  and  files  a  decision  recommending 
either  (i)  order  to  cease  and  desist  from 
unfair  labor  practice  and  affirmative  relief 
or  (2)  dismissal  of  complaint  If  no  timely 
exceptions  are  filed  to  the  Administrative 
Law  Judge's  decision,  the  findings  of  the 
Administrative  Law  Judge  automatically 
become  the  decision  and  order  of  the 
Board 


WITHDRAWAL  -  REFUSAL  TO 
ISSUE  COMPLAINT  -  SETTLEMENT 

Charge  may  with  Agency  approval  be 
withdrawn  before  or  after  complaint  is 
issued  Regional  Director  may  refuse  to 
issue  a  complaint,  refusal  (dismissal  of 
charge)  _mey_  (".appealed  to  General 
.Counter ;  Settlement  of  case  may  occur" 
before  or  after  issuance  of  complaint 
(informal  settlement  agreement  subiect  to 
approval  of  Regional  Director,  formal 
settlement  agreement  executed 
simultaneously  with  or  after  issuance  of 
compiamt.  subiect  to  approval  of  Board) 
A  formal  settlement  agreement  wilt 
provide  tor  entry  of  the  Board  s  order  and 
may  provide  for  a  judgment  from  the  court 
of  appeals  enforcing  the  Board  s  order 


Board  finds  respondent  did  not  commit 
unfair  labor  practice  and  dismisses 
complaint. 


REMEDIAL  OROER 

Board  finds  respondent  committed  unfair 
labor  practice  and  orders  respondent 
to  cease  and  desist  and  to  remedy  such 
unfair  labor  practice 


COURT  ENFORCEMENT 
AND  REVIEW 


Court  of  appeals  can  enforce,  set  aside 
or  remand  all  or  part  of  the  case.  US 
Supreme  Court  reviews  appeals  from 
courts  of  appeals 


OTHER  DISPOSITION 


Board    remands    case    to    Regional 
Director  (or  further  action. 


December  13  1964 
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Exhibit  D 


NLRB  ORDER  ENFORCEMENT  CHART 


NLRB 

REMEDIAL 

ORDER 


"".. 





'".. 





••'.1 


VOLUNTARY  COMPLIANCE 


If  respondent  complies  voluntarily. 
case  is  usually  closed  by  Reg- 
ional Olfice  However.  Board  may 
still  seek  court  of  appeals 
judgment  enforcing  its  order 


INTERIM  INJUNCTION 

i 

1  Court  can  grant  Board  temporary 
,  restraining  order  or  other  relief, 
i  pending  outcome  of  enforcement 
1  proceding 


APPLICATION  FOR  COURT 
ENFORCEMENT 

Board  can  apply  to  appropriate 
court  of  appeals  for  a  |udgment 
enforcing  its  order 


PETITION  FOR  COURT  REVIEW 


Employer,  union,  employee,  or 
any  other  person  aggrieved  by 
Board's  order  may  ask  a  court  of 
appeals  to  review  it  It  Board 
has  entered  a  remedial  order 
against  petitioner.  Board  will 
usually  file  a  cross-application  for 
for  enforcement  of  its  order 
TZZt**' 


i 


..**" 





.»« 


COURT  OF  APPEALS 

Court  can  enforce,  set  aside,  or 
remand  in  whole  or  in  part  the 
Board  order  Court|udgment  may 
be  reviewed  by  Supreme  Court 


I 


U.S.  SUPREME  COURT 

Supreme  Court  can  affirm, 
reverse,  or  modify  court  of 
appeals'  judgment,  or  remand 
case  for  further  action. 


February  15.  1984 
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Wednesday,  March  16,  1994. 
ARMED  FORCES  RETIREMENT  HOME 

WITNESSES 

DR.  DENNIS  W.  JAHNIGEN,  CHAIRMAN,  ARMED  FORCES  RETIREMENT 

HOME  BOARD 
MAJOR  GENERAL  DONALD  C.  HILBERT,  USA,  RETIRED,  DIRECTOR  U.S. 

SOLDIERS'  AND  AIRMEN'S  HOME 
F.M.  FOX,  DIRECTOR,  U.S.  NAVAL  HOME 

Mr.  Serrano  [presiding].  Next  we  have  the  Armed  Forces  Retire- 
ment Home,  Dr.  Dennis  W.  Jahnigen,  Chairman,  Armed  Forces  Re- 
tirement Home  Board. 

Come  on  around  and  join  us.  Thank  you,  Dr.  Jahnigen,  for  join- 
ing us.  If  you  will  introduce 

INTRODUCTION  OF  WITNESSES 

Dr.  Jahnigen.  Yes,  sir.  Allow  me  to  please  introduce  Mr.  Mike 
Fox,  who  is  the  Director  of  the  Naval  Home,  and  Major  General 
Don  Hilbert,  who  is  the  Director  of  the  Soldiers'  and  Airmen's 
Home. 

Mr.  Serrano.  Please  proceed. 

Opening  Statement 

Dr.  Jahnigen.  Mr.  Chairman,  Members  of  the  subcommittee,  I 
appreciate  the  opportunity  to  appear  before  you  on  behalf  of  the 
distinguished  veterans  of  the  Armed  Forces  Retirement  Home  in 
my  role  as  Chair  of  the  Armed  Forces  Retirement  Home  Board.  Al- 
though both  of  the  Directors  have  previously  appeared  before  the 
subcommittee  in  previous  years,  this  is  my  first  opportunity  to  ap- 
pear before  you. 

MISSION 

The  United  States  Naval  Home  was  established  by  Congress  in 
1832  to  provide  an  honorable  and  comfortable  home  to  those  enti- 
tled old  and  disabled  officers  and  enlisted  members  of  the  Navy, 
Marine  Corps  and  Coast  Guard,  while  it  was  operating  as  a  part 
of  the  Navy. 

The  United  States  Soldiers'  and  Airmen's  Home  was  established 
by  Congress  in  1851  for  the  support  and  welfare  of  retired,  invalid 
or  disabled  soldiers  of  the  regular  Army.  Members  of  the  regular 
Air  Force  were  added  with  the  creation  of  that  service. 

Under  the  provisions  of  the  Armed  Forces  Retirement  Act  of 
1991,  the  United  States  Naval  Home  and  the  U.S.  Soldiers'  and 
Airmen's  Home  were  incorporated  into  the  Armed  Forces  Retire- 
ment Home,  as  an  independent  agency  in  the  Executive  Branch  of 
the  Federal  Government. 

(563) 


564 

The  mission  of  this  home  is  to  provide  a  continuum  of  care  and 
services  in  a  retirement  community  environment  for  eligible  retired 
and  former  members  of  the  armed  forces;  to  provide  the  highest 
quality  of  residential,  social  and  health  services  to  the  residents, 
while  preserving  the  unique  service  identity,  atmosphere  and  tradi- 
tions of  these  two  historic  institutions. 

Today,  both  facilities  accept  residents  from  all  branches  of  the 
armed  services  who  meet  residency  requirements  prescribed  by 
law.  Services  provided  to  the  residents  include  room  and  board,  a 
high  quality  of  health  care,  including  on-site  primary  care  and  a 
continuum  of  long-term  care  services,  psychosocial  services  and  a 
wide  range  of  recreational  options. 

Secondary  and  tertiary  hospital  care  for  residents  that  is  not 
available  at  the  facilities  is  obtained  through  agreements  with  the 
facilities  administered  by  the  Secretary  of  Veterans  Affairs  or  the 
Secretary  of  Defense.  Residents  may  also  use  private  medical  facili- 
ties but  do  so  at  their  own  expense. 

By  definition,  both  facilities  are  continuing  care  retirement  com- 
munities. The  average  daily  occupancy  of  the  Armed  Forces  Retire- 
ment Home  for  1993  fiscal  year  was  2,252,  with  484  at  the  U.S. 
Naval  Home  and  1768  at  the  Soldiers'  and  Airmen's  Home. 

ADMINISTRATION 

The  Armed  Forces  Retirement  Home  Board  exercises  policy  over- 
sight over  both  of  the  retirement  homes  and  oversees  the  activities 
of  the  two  local  boards  of  trustees,  which  provide  operational  over- 
sight of  the  two  branch  homes.  The  Directors  of  the  two  facilities 
are  responsible  for  the  day-to-day  operations  of  their  respective  fa- 
cilities, including  the  acceptance  of  applicants  to  be  residents  of  the 
home.  The  Armed  Forces  Retirement  Home  Board  and  the  Direc- 
tors of  the  two  homes  are  appointed  by  the  Secretary  of  Defense. 

ACCOMPLISHMENTS 

Since  the  creation  of  the  Armed  Forces  Retirement  Home,  the 
Board  has  become  organized  so  as  to  enhance  the  operations  of  the 
home.  Through  a  committee  structure,  the  Board  provides  over- 
sight and  serves  as  a  resource  for  finance,  strategic  planning, 
health  care  and  other  areas  as  required. 

The  current  financial  efficiency  of  the  home  compares  well  to  the 
industry  standards.  A  recent  review  indicates  that  the  Armed 
Forces  Retirement  Home's  cost  for  the  nursing  home  level  of  care 
is  comparable  to  VA  nursing  home  level  of  care  nationally,  and  is 
$16  per  day  less,  or  $5,840  less  annually,  when  compared  to  the 
Washington,  D.C.  Veterans  Administration  per  diem  cost  for  nurs- 
ing home  care.  Daily  domiciliary  costs  are  $54  per  day  less  than 
the  national  VA  average,  annualized  at  $16,425  per  resident,  and 
$16  per  day  less  than  the  State  veterans  homes  nationally  for 
domiciliary  care. 

Also,  both  homes  have  had  their  health  care  facilities  accredited 
by  the  Joint  Commission  of  Health  Care  Organizations.  The  U.S. 
Naval  Homes  was  inspected  in  January  of  1993  and  received  a  full 
three-year  accreditation. 

The  U.S.  Soldiers'  and  Airmen's  Home  was  recently  inspected  in 
October  of  1993,  and  received  also  a  full  three-year  accreditation, 
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but  with  the  additional  citation  of  commendation.  This  citation  is 
awarded  to  only  the  top  10  percent  of  accredited  long-term  care  fa- 
cilities in  the  United  States,  and  represents  a  distinct  honor  to  the 
facility. 

REVIEW  OF  OPERATIONS 

In  addition  to  policy  and  operational  oversight  provided  by  the 
Boards  previously  mentioned,  a  review  of  operations  is  also  pro- 
vided by  a  number  of  external  agencies  in  order  to  assist  the 
Board.  The  Department  of  Defense  Inspector  General  is  to  conduct 
inspections  of  the  retirement  home  at  six-year  intervals,  alternat- 
ing with  an  inspection  by  each  of  the  military  service  IGs  so  that 
each  home  is  inspected  in  detail  every  three  years. 

The  Department  of  Defense  Inspector  General  conducted  an  in- 
spection of  both  homes  between  November  and  December  of  1993 
and  January  of  1994.  The  final  report  is  expected  in  May  of  this 
year. 

In  addition,  the  1992  fiscal  year  financial  records  of  both  homes 
were  audited  by  the  United  States  Naval  Audit  Service  with  no 
major  discrepancies  being  found.  The  Naval  service  will  continue  to 
perform  the  audits  of  the  two  homes. 

As  mentioned  previously,  both  homes  already  have  established 
long-term  care  certification  through  the  Joint  Commission  on  Ac- 
creditation of  Health  Care  Organizations.  As  you  can  see,  there  is 
a  significant  operational  review  of  the  Armed  Forces  Retirement 
Home  to  insure  that  the  distinguished  residents  receive  quality 
care  in  a  cost-efficient  manner. 

FINANCING 

The  Armed  Forces  Retirement  Home  is  funded  by  the  Armed 
Forces  Retirement  Home  trust  fund.  That  fund  is  currently  com- 
posed of  two  sub-accounts  supporting  each  of  the  two  separate  fa- 
cilities. In  fiscal  year  1995,  the  two  sub-accounts  will  be  merged 
into  a  single  account. 

Income  to  this  fund  comes  from  the  following  sources:  first,  a  50- 
cent  contribution  from  each  active  duty  enlisted  member,  warrant 
officer  and  limited  duty  officer  in  the  Armed  Service;  two,  fines  and 
forfeitures  imposed  upon  those  individuals  by  sentence  of  courts 
marshal  or  nonjudicial  punishment;  three,  interest  on  the  trust 
fund;  and,  four,  a  resident's  monthly  service  fee. 

As  you  are  aware  from  previous  years'  testimony,  several  factors 
are  impacting  on  the  amount  of  income  being  received.  The  declin- 
ing strength  of  the  military  force  combined  with  the  improved  qual- 
ity of  that  force  has  resulted  in  a  lessening  of  monies  received  from 
both  monthly  withholding  and  from  fines  and  forfeitures.  This 
shortfall  is  not  being  replaced  by  the  increase  received  in  the 
monthly  residents'  fees  instituted  in  1991. 

As  a  result  of  this  decline  in  real  income,  the  Armed  Forces  Re- 
tirement Board  and  the  Department  of  Defense  are  currently  eval- 
uating a  number  of  proposals  for  alternative  financing  for  the 
home. 
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STRATEGIC  PLANNING 

The  strategic  planning  process  over  the  past  year  has  been  in- 
volved in  attempting  to  solve  the  long-range  funding  stability  for 
the  home.  Options  from  downsizing  to  consolidation  of  the  facilities 
is  being  considered.  Results  of  this  planning  process  show  that  if 
operations  continue  at  the  two  current  locations,  facility  improve- 
ments are  required. 

OPERATIONS  AND  MAINTENANCE 

In  the  area  of  operations  and  maintenance,  the  past  two  years 
have  required  major  reorganization  efforts  in  order  to  reduce  costs 
and  to  maintain  quality  for  the  residents.  The  continuing  problem 
in  obtaining  funding  authority  is  the  sequence  of  authorization  and 
appropriations  of  the  home  budget. 

As  you  are  aware,  the  passage  of  Public  Law  101-189  required 
annual  authorization  of  the  home's  appropriations.  These  author- 
izations are  made  by  the  Committees  on  Armed  Services  of  the 
U.S.  House  of  Representatives  and  the  Senate.  The  Senate  and 
House  Subcommittees  on  Appropriations  for  Labor,  Health  and 
Human  Services,  Education  and  Related  Agencies  review  the 
home's  budget. 

For  the  past  three  years,  the  Defense  Authorization  bill  has  not 
been  passed  when  the  appropriations  committees  have  marked  the 
budget.  Because  this  process  requires  that  our  budget  be  author- 
ized prior  to  your  subcommittee  mark,  the  home  budget  has  been 
marked  at  the  previous  year's  level. 

The  end  result  has  been  an  erosion  in  the  operating  and  mainte- 
nance base  of  $2.6  million  for  both  homes  over  this  three-year  pe- 
riod. The  loss  would  have  been  $1  million  greater  had  not  this  sub- 
committee considered  the  total  for  O&M  and  capital  outlay  during 
last  year's  mark.  This  loss  in  O&M  funding  has  primarily  caused 
a  reduction  in  personnel  below  the  authorized  level  at  the  United 
States  Soldiers'  and  Airmen's  Home  and  deferred  maintenance  at 
both  facilities. 

This  subcommittee  has  helped  to  the  maximum  extent  possible 
within  its  operating  rules.  Support  from  all  of  our  congressional 
oversight  committees  has  not  waivered.  It  is  hoped  that  a  final  per- 
manent solution  can  be  found  so  that  the  budget  process  can  sup- 
port the  strategic  planning  process  for  the  Armed  Forces  Retire- 
ment Home  Board. 

For  fiscal  year  1995,  the  total  O&M  request  is  $55,140,000, 
which  is  an  increase  over  the  fiscal  year  1994  of  $1,226,000  or  2.3 
percent. 

That  request  is  distributed  by  facility  as  follows.  For  the  Naval 
Home,  a  request  of  $11,045,000,  an  increase  of  $270,000  or  2.5  per- 
cent. For  the  Soldiers'  and  Airmen's  Home,  a  request  of 
$44,095,000,  an  increase  of  $956,000  or  2.2  percent. 

To  live  within  the  request  level  and  fund  pay  raises  and  inflation 
requires  a  reduction  of  20  FTE  from  the  1994  levels.  These  actions 
will  require  a  reduction  of  four  FTE  at  the  Naval  Home  equating 
to  a  2.2  percent  reduction  and  a  reduction  of  16  FTE  at  the  Sol- 
diers' and  Airmen's  Home,  equating  to  a  1.8  percent  reduction.  This 
reduction  in  actual  staff  on  board  since  1991,  when  the  authoriza- 
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tion/appropriation  problem  first  began,  represents  a  total  of  75  FTE 
or  6.8  percent  FTE  reduction  at  both  facilities. 

CAPITAL  OUTLAY 

The  1995  capital  outlay  request  for  the  U.S.  Naval  Home  is 
$406,000  and  the  request  for  the  Soldiers'  and  Airmen's  Home  is 
$2.5  million.  Requirements  in  the  capital  outlay  request  have  been 
constrained  until  the  long-term  funding  problem  of  the  trust  fund 
is  resolved. 

CONCLUSION 

The  distinguished  veterans  who  are  residents  of  the  Armed 
Forces  Retirement  Home  appreciate  the  interest  in  their  welfare 
that  Congress  has  taken  over  the  years.  Let  me  again  express  my 
appreciation  to  appear  before  your  subcommittee. 

At  this  time,  I  will  be  happy  to  take  your  questions  or  discuss 
any  areas  concerning  the  home. 

[The  prepared  statement  and  biography  of  Dr.  Jahnigen  follow:] 
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SUBCOMMITTEE  ON  LABOR,  HEALTH,  AND  HUMAN  SERVICES, 

EDUCATION  AND  RELATED  AGENCIES 

COMMITTEE  ON  APPROPRIATIONS 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 


MR.  CHAIRMAN,  MEMBERS  OF  THE  SUBCOMMITTEE,  I  APPRECIATE  THE 
OPPORTUNITY  TO  APPEAR  BEFORE  YOU  ON  BEHALF  OF  THE  DISTINGUISHED 
VETERANS  OF  THE  ARMED  FORCES  RETIREMENT  HOME  IN  MY  ROLE  AS  CHAIR 
OF  THE  ARMED  FORCES  RETIREMENT  HOME  BOARD.   ALTHOUGH  BOTH  OF  THE 
DIRECTORS  HAVE  APPEARED  BEFORE  THE  SUBCOMMITTEE  IN  PREVIOUS 
YEARS,  THIS  IS  MY  FIRST  OPPORTUNITY  TO  APPEAR  BEFORE  YOU. 

MISSION 

THE  U.S.  NAVAL  HOME  (USNH)  WAS  ESTABLISHED  BY  CONGRESS  IN 
1832  TO  PROVIDE  AN  HONORABLE  AND  COMFORTABLE  HOME  TO  THOSE 
ENTITLED  OLD  AND  DISABLED  OFFICERS  AND  ENLISTED  MEMBERS  OF  THE 
NAVY,  MARINE  CORPS  AND  COAST  GUARD,  WHILE  IT  WAS  OPERATING  AS 
PART  OF  THE  NAVY.   THE  U.S.  SOLDIERS'  AND  AIRMEN'S  HOME  (USSAH) 
WAS  ESTABLISHED  BY  CONGRESS  IN  1851  FOR  THE  SUPPORT  AND  WELFARE 
OF  RETIRED,  INVALID,  OR  DISABLED  SOLDIERS  OF  THE  REGULAR  ARMY. 
MEMBERS  OF  THE  REGULAR  AIR  FORCE  WERE  ADDED  WITH  THE  CREATION  OF 
THAT  SERVICE.   UNDER  THE  PROVISIONS  OF  THE  ARMED  FORCES 
RETIREMENT  HOME  ACT  OF  1991  THE  U.S.  NAVAL  HOME  AND  THE  U.S. 
SOLDIERS'  AND  AIRMEN'S  HOME  WERE  INCORPORATED  INTO  THE  ARMED 
FORCES  RETIREMENT  HOME  (AFRH) ,  AS  AN  INDEPENDENT  AGENCY  IN  THE 
EXECUTIVE  BRANCH  OF  THE  FEDERAL  GOVERNMENT.   THE  MISSION  OF  THE 
HOME  IS  TO  PROVIDE  A  CONTINUUM  OF  CARE  AND  SERVICES  IN  A 
RETIREMENT  COMMUNITY  FOR  ELIGIBLE  RETIRED  AND  FORMER  MEMBERS  OF 
THE  ARMED  FORCES;  TO  PROVIDE  THE  HIGHEST  QUALITY  OF  RESIDENTIAL, 
SOCIAL,  AND  HEALTH  SERVICE  TO  THE  RESIDENTS;  WHILE  STILL 
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PRESERVING  THE  UNIQUE  SERVICE  IDENTITY,  ATMOSPHERE,  AND 
TRADITIONS  OF  THESE  TWO  HISTORIC  INSTITUTIONS.   TODAY  BOTH 
FACILITIES  ACCEPT  RESIDENTS  FROM  ALL  BRANCHES  OF  THE  ARMED 
SERVICES  WHO  MEET  RESIDENCY  REQUIREMENTS  PRESCRIBED  BY  LAW. 
SERVICES  PROVIDED  TO  THE  RESIDENTS  INCLUDE  ROOM  AND  BOARD,  HIGH 
QUALITY  HEALTH  CARE,  INCLUDING  ON-SITE  PRIMARY  CARE  AND  A 
CONTINUUM  OF  LONG-TERM  CARE  SERVICES,  PSYCHOSOCIAL  SERVICES,  AND 
A  WIDE  RANGE  OF  RECREATIONAL  OPTIONS.   SECONDARY  AND  TERTIARY 
HOSPITAL  CARE  FOR  RESIDENTS  THAT  IS  NOT  AVAILABLE  AT  THE 
FACILITIES  IS  OBTAINED  THROUGH  AGREEMENTS  WITH  FACILITIES 
ADMINISTERED  BY  THE  SECRETARY  OF  VETERANS  AFFAIRS  OR  THE 
SECRETARY  OF  DEFENSE.   RESIDENTS  MAY  ALSO  USE  PRIVATE  MEDICAL 
FACILITIES  BUT  DO  SO  AT  THEIR  EXPENSE.   BY  DEFINITION  BOTH 
FACILITIES  ARE  CONTINUING  CARE  RETIREMENT  COMMUNITIES.   THE 
AVERAGE  DAILY  OCCUPANCY  OF  THE  ARMED  FORCES  RETIREMENT  HOME  FOR 
FY  1993  WAS  2,252,  WITH  484  AT  THE  USNH  AND  1,768  AT  THE  USSAH. 

ADMINISTRATION 
THE  ARMED  FORCES  RETIREMENT  HOME  BOARD  EXERCISES  POLICY 
OVERSIGHT  OVER  BOTH  OF  THE  RETIREMENT  HOMES  AND  OVERSEES  THE 
ACTIVITIES  OF  THE  TWO  LOCAL  BOARDS  OF  TRUSTEES,  WHICH  PROVIDE 
OPERATIONAL  OVERSIGHT  OF  THE  TWO  BRANCH  HOMES.   THE  DIRECTORS  OF 
THE  TWO  FACILITIES  ARE  RESPONSIBLE  FOR  THE  DAY-TO-DAY  OPERATIONS 
OF  THEIR  RESPECTIVE  FACILITIES,  INCLUDING  THE  ACCEPTANCE  OF 
APPLICANTS  TO  BE  RESIDENTS  OF  THE  HOME.   THE  ARMED  FORCES 
RETIREMENT  HOME  BOARD  AND  THE  DIRECTORS  OF  THE  TWO  HOMES  ARE 
APPOINTED  BY  THE  SECRETARY  OF  DEFENSE. 
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ACCOMPLISHMENTS 

SINCE  CREATION  OF  THE  ARMED  FORCES  RETIREMENT  HOME,  THE 
BOARD  HAS  ORGANIZED  SO  AS  TO  ENHANCE  THE  OPERATIONS  OF  THE  HOME. 
THROUGH  A  COMMITTEE  STRUCTURE  THE  BOARD  PROVIDES  OVERSIGHT  AND 
SERVES  AS  A  RESOURCE  FOR  FINANCE,  STRATEGIC  PLANNING,  HEALTH 
CARE,  AND  OTHER  AREAS  AS  REQUIRED. 

THE  CURRENT  FINANCIAL  EFFICIENCY  OF  THE  HOME  COMPARES  WELL 
TO  THE  INDUSTRY.   A  RECENT  REVIEW  INDICATES  THAT  THE  ARMED  FORCES 
RETIREMENT  HOME  COST  FOR  NURSING  HOME  LEVEL  OF  CARE  IS 
COMPARABLE  TO  THE  VA  NURSING  HOME  COSTS  WHEN  COMPARED  TO  VA 
NATIONAL  AVERAGE  AND  IS  $16  PER  DAY  LESS  ($5,840  ANNUAL)  WHEN 
COMPARED  TO  THE  WASHINGTON,  DC  VETERANS  ADMINISTRATION  PER  DIEM 
COSTS.   THE  DAILY  DOMICILIARY  CARE  COSTS  ARE  $45  LESS  THAN  THE  VA 
NATIONAL  AVERAGE  ($16,425)  AND  $16  LESS  THAN  THE  STATE  VETERANS 
HOME  NATIONAL  AVERAGE  FOR  DOMICILIARY  CARE. 

ALSO  BOTH  HOMES  HAVE  THEIR  LONG-TERM  HEALTH  CARE  FACILITIES 
ACCREDITED  BY  THE  JOINT  COMMISSION  ON  ACCREDITATION  OF  HEALTHCARE 
ORGANIZATIONS.   THE  U.S.  NAVAL  HOME  WAS  LAST  INSPECTED  IN  JANUARY 
1993  AND  RECEIVED  A  FULL  THREE  YEAR  ACCREDITATION  AND  THE  U.S. 
SOLDIERS'  AND  AIRMEN'S  HOME  WAS  INSPECTED  IN  OCTOBER  1993  AND 
RECEIVED  A  FULL  THREE  YEAR  ACCREDITATION  WITH  COMMENDATION.   THIS 
CITATION  IS  AWARDED  TO  ONLY  THE  TOP  10%  OF  ACCREDITED  LONG-TERM 
CARE  FACILITIES  IN  THE  US  AND  REPRESENTS   DISTINCT  HONOR  TO  THE 
FACILITY. 
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REVIEW  OF  OPERATIONS 

IN  ADDITION  TO  POLICY  AND  OPERATIONAL  OVERSIGHT  PROVIDED  BY 
THE  BOARDS  MENTIONED  PREVIOUSLY,  A  REVIEW  OF  OPERATIONS  IS  ALSO 
PROVIDED  BY  EXTERNAL  AGENCIES  TO  ASSIST  THE  BOARD.   THE 
DEPARTMENT  OF  DEFENSE  INSPECTOR  GENERAL  IS  TO  CONDUCT  INSPECTIONS 
OF  THE  RETIREMENT  HOME  AT  SIX-YEAR  INTERVALS  ALTERNATING  WITH  THE 
INSPECTION  BY  THE  MILITARY  DEPARTMENTS  SO  THAT  EACH  HOME  IS 
INSPECTED  EVERY  THREE  YEARS.   THE  DEPARTMENT  OF  DEFENSE  INSPECTOR 
GENERAL  CONDUCTED  AN  INSPECTION  OF  BOTH  HOMES  DURING  NOVEMBER  AND 
DECEMBER  1993  AND  JANUARY  1994.   THE  FINAL  REPORT  IS  EXPECTED  IN 
MAY.   IN  ADDITION  THE  FY  1992  FINANCIAL  RECORDS  OF  BOTH  HOMES 
WERE  AUDITED  BY  THE  U.S.  NAVAL  AUDIT  SERVICE  WITH  NO  MAJOR 
DISCREPANCIES  BEING  FOUND.   THE  NAVAL  SERVICE  WILL  CONTINUE  TO 
PERFORM  AUDITS  OF  THE  TWO  HOMES.   ALSO  AS  MENTIONED  PREVIOUSLY, 
BOTH  HOMES  HAVE  THEIR  LONG-TERM  CARE  FACILITIES  ACCREDITED  BY  THE 
JOINT  COMMISSION  ON  ACCREDITATION  OF  HEALTHCARE  ORGANIZATIONS. 
AS  YOU  CAN  SEE,  THERE  IS  SIGNIFICANT  OPERATIONAL  REVIEW  OF  THE 
ARMED  FORCES  RETIREMENT  HOME  TO  INSURE  THAT  THE  DISTINGUISHED 
RESIDENTS  RECEIVE  QUALITY  CARE  IN  A  COST  EFFICIENT  MANNER. 

FINANCING 

THE  ARMED  FORCES  RETIREMENT  HOME  IS  FUNDED  BY  THE  ARMED 
FORCES  RETIREMENT  HOME  TRUST  FUND.   THAT  TRUST  FUND  IS  CURRENTLY 
COMPOSED  OF  TWO  SUB-ACCOUNTS  SUPPORTING  EACH  OF  THE  TWO  SEPARATE 
FACILITIES.   IN  FY  1995  THE  TWO  SUB-ACCOUNTS  WILL  BE  MERGED  INTO 
ONE  ACCOUNT.   INCOME  TO  THE  FUND  COMES  FROM  THE  FOLLOWING 
SOURCES:   (1)   A  FIFTY-CENT  MONTHLY  CONTRIBUTION  FROM  EACH 
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ENLISTED  MEMBER,  WARRANT  OFFICER,  AND  LIMITED  DUTY  OFFICER  OF  THE 
ARMED  SERVICES;  (2)   FINE  AND  FORFEITURES  IMPOSED  UPON  THESE 
INDIVIDUALS  BY  SENTENCE  OF  COURTSMARTIAL  OR  NON-JUDICIAL 
PUNISHMENT;  (3)   INTEREST  ON  THE  TRUST  FUND;  AND  (4)  A  RESIDENT'S 
MONTHLY  FEE.   AS  YOU  ARE  AWARE  FROM  THE  PREVIOUS  YEARS  TESTIMONY 
SEVERAL  FACTORS  ARE  IMPACTING  ON  THE  AMOUNT  OF  INCOME  BEING 
RECEIVED.   THE  DECLINING  STRENGTH  OF  THE  MILITARY  FORCE  COMBINED 
WITH  THE  IMPROVED  QUALITY  OF  THE  FORCE  HAS  RESULTED  IN  A 
LESSENING  OF  MONIES  RECEIVED  BOTH  FROM  MONTHLY  WITHHOLDING  AND 
FROM  FINES  AND  FORFEITURES.   THIS  SHORTFALL  IN  NOT  BEING  REPLACED 
BY  THE  INCREASE  RECEIVED  IN  MONTHLY  RESIDENTS'  FEES  INSTITUTED  BY 
THE  ACT  OF  1991.  AS  A  RESULT  OF  THIS  DECLINE  IN  INCOME,  THE  ARMED 
FORCES  RETIREMENT  HOME  BOARD  AND  THE  DEPARTMENT  OF  DEFENSE  ARE 
EVALUATING  A  NUMBER  OF  PROPOSALS  FOR  ALTERNATIVE  FINANCING  FOR 
THE  HOME. 

STRATEGIC  PLANNING 

THE  STRATEGIC  PLANNING  PROCESS  OVER  THE  PAST  YEAR  HAS  BEEN 
INVOLVED  IN  ATTEMPTING  TO  SOLVE  THE  LONG-RANGE  FUNDING  STABILITY 
OF  THE  HOME.   OPTIONS  FROM  DOWNSIZING  TO  CONSOLIDATION  OF  THE 
FACILITIES  HAVE  BEEN  CONSIDERED.   RESULTS  OF  THIS  PLANNING 
PROCESS  SHOW  THAT  IF  OPERATIONS  CONTINUE  AT  THE  TWO  CURRENT 
LOCATIONS,  FACILITY  IMPROVEMENTS  ARE  REQUIRED. 

OPERATIONS  AND  MAINTENANCE 

IN  THE  AREA  OF  OPERATION  AND  MAINTENANCE  THE  PAST  TWO  YEARS 
HAVE  REQUIRED  MAJOR  REORGANIZATION  EFFORTS  AND  CONSOLIDATIONS  IN 
OPERATIONS  TO  REDUCE  COST  AND  TO  MAINTAIN  QUALITY  CARE  FOR  THE 
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RESIDENTS.   THE  CONTINUING  PROBLEM  IN  OBTAINING  FUNDING  AUTHORITY 
IS  THE  SEQUENCE  OF  AUTHORIZATION  AND  APPROPRIATION  OF  THE  HOME 
BUDGET.   AS  YOU  ARE  AWARE  PASSAGE  OF  PUBLIC  LAW  101-189  REQUIRED 
ANNUAL  AUTHORIZATION  OF  THE  HOME'S  APPROPRIATIONS.   THE 
AUTHORIZATIONS  ARE  MADE  BY  THE  COMMITTEES  ON  ARMED  SERVICES  OF 
THE  U.S.  HOUSE  OF  REPRESENTATIVES  AND  THE  U.S.  SENATE. 
APPROPRIATIONS  ARE,  OF  COURSE,  MADE  BY  THE  SENATE  AND  HOUSE 
COMMITTEES  ON  APPROPRIATIONS.   THE  SENATE  AND  HOUSE  SUBCOMMITTEES 
ON  APPROPRIATIONS  FOR  LABOR,  HEALTH  AND  HUMAN  SERVICES,  EDUCATION 
AND  RELATED  AGENCIES  REVIEW  THE  HOME'S  BUDGET.   FOR  THE  PAST 
THREE  YEARS,  THE  DEFENSE  AUTHORIZATION  BILL  HAS  NOT  BEEN  PASSED 
WHEN  THE  APPROPRIATION  COMMITTEES  HAVE  MARKED  THE  BUDGET. 
BECAUSE  THE  PROCESS  REQUIRES  THAT  OUR  BUDGET  BE  AUTHORIZED  PRIOR 
TO  YOUR  SUBCOMMITTEE  MARK,  THE  HOME  BUDGET  HAS  BEEN  MARKED  AT  THE 
PREVIOUS  YEARS  LEVEL.   THE  END  RESULT  HAS  BEEN  AN  EROSION  IN  THE 
O&M  BASE  OF  $2.6  MILLION  FOR  BOTH  HOMES  OVER  THIS  THREE  YEAR 
PERIOD.   THE  LOSS  WOULD  HAVE  BEEN  $1.0  MILLION  GREATER  HAD  NOT 
THIS  SUBCOMMITTEE  CONSIDERED  THE  TOTAL  FOR  O&M  AND  CAPITAL  OUTLAY 
DURING  LAST  YEARS  MARK.   THIS  LOSS  IN  O&M  FUNDING  HAS  PRIMARILY 
CAUSED  A  REDUCTION  IN  PERSONNEL  BELOW  THE  AUTHORIZED  LEVEL  AT  THE 
USSAH  AND  DEFERRED  MAINTENANCE  AT  BOTH  FACILITIES.   THIS 
SUBCOMMITTEE  HAS  HELPED  TO  THE  MAXIMUM  EXTENT  POSSIBLE  WITHIN  ITS 
OPERATING  RULES.   CONGRESSIONAL  SUPPORT  FROM  ALL  OUR 
CONGRESSIONAL  OVERSIGHT  COMMITTEES  HAS  NOT  WAVERED.   IT  IS  HOPED 
THAT  A  FINAL  PERMANENT  SOLUTION  CAN  BE  FOUND  SO  THAT  THE  BUDGET 
PROCESS  CAN  SUPPORT  THE  STRATEGIC  PLANNING  PROCESS  OF  THE  ARMED 

6 


574 


FORCES  RETIREMENT  HOME  BOARD.   FOR  FY  1995  THE  TOTAL  O&M  REQUEST 
IS  $55,140,000,  AN  INCREASE  OVER  FY  1994  OF  $1,226,000  OR  2.3%. 
THAT  REQUEST  IS  BROKEN  OUT  BY  FACILITY  AS  FOLLOWS:   FOR  THE  NAVAL 
HOME  A  REQUEST  OF  $11,045,000,  AN  INCREASE  OF  $270,000  OR  2.5%; 
FOR  THE  SOLDIERS'  AND  AIRMEN'S  HOME,  A  REQUEST  OF  $44,095,000,  AN 
INCREASE  OF  $956,000  OR  2.2%.   TO  LIVE  WITHIN  THE  REQUEST  LEVEL 
AND  FUND  PAY  RAISES  AND  INFLATION  REQUIRES  A  REDUCTION  OF  2  0  FTE 
FROM  THE  FY  1994  LEVELS.   THESE  ACTIONS  WILL  REQUIRE  A  REDUCTION 
OF  4  FTE  AT  THE  NAVAL  HOME  EQUATING  TO  A  2.2%  REDUCTION  AND  A 
REDUCTION  OF  16  FTE  AT  THE  USSAH  EQUATING  TO  A  1.8%  REDUCTION. 
THE  REDUCTION  IN  ACTUAL  ON  BOARD  STAFF  SINCE  FY  1991,  WHEN  THE 
AUTHORIZATION/APPROPRIATION  PROBLEM  BEGAN,  IS  A  TOTAL  OF  75  FTE 
OR  A  6.8%  REDUCTION  AT  BOTH  FACILITIES. 

CAPITAL  OUTLAY 

THE  FY  1995  CAPITAL  OUTLAY  REQUEST  FOR  THE  U.S.  NAVAL  HOME 
IS  $406,000  AND  THE  REQUEST  FOR  THE  U.S.  SOLDIERS'  AND  AIRMEN'S 
HOME  IS  $2,500,000.   REQUIREMENTS  IN  THE  CAPITAL  OUTLAY  REQUEST 
HAVE  BEEN  CONSTRAINED  UNTIL  THE  LONG-TERM  FUNDING  PROBLEM  OF  THE 
TRUST  FUND  IS  RESOLVED. 

CONCLUSION 

THE  DISTINGUISHED  VETERANS  WHO  ARE  RESIDENTS  OF  THE  ARMED 
FORCES  RETIREMENT  HOME  APPRECIATE  THE  INTEREST  IN  THEIR  WELFARE 
THAT  THE  CONGRESS  HAS  TAKEN  OVER  THE  YEARS.   AGAIN  LET  ME  EXPRESS 
MY  APPRECIATION  TO  APPEAR  BEFORE  THE  SUBCOMMITTEE  TODAY.   AT  THIS 
TIME  I  WILL  BE  HAPPY  TO  TAKE  YOUR  QUESTIONS  OR  DISCUSS  ANY  AREAS 
CONCERNING  THE  HOME. 
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CURRICULUM  VITAE 

Dennis  W.  Jahnigen,  M.D. 

Chairman  and  Chief  Executive  Officer 

Armed  Forces  Retirement  Home  Board 

The  Armed  Forces  Retirement  Home  Act  of  1991  incorporated 
the  United  States  Soldiers'  and  Airmen's  Home  (USSAH)  and  the 
United  States  Naval  Home  (USNH)  into  an  independent  establishment 
in  the  Executive  branch  of  the  Federal  Government  to  be  known  as 
the  Armed  Forces  Retirement  Home.   The  purpose  of  the  Retirement 
Home  is  to  provide,  through  the  USSAH  and  the  USNH,  a  residence 
and  related  services  for  certain  retired  and  former  members  of 
the  Armed  Forces.   The  Act  also  established  the  Armed  Forces 
Retirement  Home  Board  to  exercise  policy  oversight  over  the 
Retirement  Home  and  oversee  the  activities  of  any  local  board  of 
trustees.   Total  membership  of  the  Armed  Forces  Retirement  Home 
Board,  which  is  appointed  by  the  Secretary  of  Defense,  is 
attached.   The  Secretary  of  Defense  selects  one  of  the  members  of 
the  Retirement  Home  Board  to  serve  as  chairman.   The  chairman 
also  acts  as  the  Chief  Executive  Office  (CEO)  of  the  Armed  Forces 
Retirement  Home.   The  current  Chairman  and  CEO  is  Dr.  Dennis  W. 
Jahnigen. 

CURRENT  POSITION: 

1993-  Director,  University  of  Colorado  Health 

Sciences  Center   (UCHSC) ,  Center  on  Aging 
Denver,  Colorado 

1993-  Head,  Division  of  Geriatric  Medicine  UCHSC 

Denver,  Colorado 

1993-  Goodstein  Professor  of  Geriatric  Medicine 

Denver,  Colorado 

1993-  Acting  Head,  General  Internal  Medicine  UCHSC 

Denver,  Colorado 

1991-  Chairman  of  the  Board  and  CEO,  United 

States  Armed  Forces  Retirement  Home 
Washington,  D.C. 

PREVIOUS  EXPERIENCE: 

1986-1993      Head,  Geriatric  Medicine  Cleveland  Clinic 
Foundation,  Cleveland,  Ohio 

1991  Board  of  Trustees,  Judson  Retirement 

Community,  Cleveland,  Ohio 

1989  Board  of  Directors,  American  Geriatric 

Society,  New  York,  New  York 
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1980-1986 
1981-1986 
1983-1986 
1985  &  1990 
1984 

1980-1983 

1979-1980 
1976-1977 


Chief,  Geriatric  Section,  VA  Medical  Center 
Denver ,  Colorado 

Director,  VA  Medical  Center  Contract  Nursing 
Home  Program,  Denver,  Colorado 

Clinical  Associate,  Colorado  Center  for 
Health  Care  Research,  Denver,  Colorado 

Consultant,  American  Medical  Association 
Geriatric  Program  Development 

Consultant,  Republic  of  China 

Development  of  Geriatric  Health  Care  Programs 

for  Veterans 

Attending  Physician,  Hospice  Unit 
VA  Medical  Center 
Denver,  Colorado 

Staff  Physician,  VA  Medical  Center 
Denver,  Colorado 

Locum  Tenen,  Internal  Medicine 
Spokane,  Washington 


RESEARCH  AND  TRAINING  GRANTS: 
1992 


Geriatric  Education  of  Non-Primary  Care 
Physicians,  Hartford  Foundation 

1986-1992      Alzheimer's  Disease  Research  Center 
State  of  Ohio 

1985-1986      P.I.  Medical  Student  Geriatric  Organization 
Intermountain  LTCGC 

1984-1986      Director,  Geriatric  Fellowship  Program 
VA  Medical  Center 
Denver,  Colorado 

ACADEMIC  APPOINTMENT: 

1993  Professor  of  Medicine 

University  of  Colorado  School  of  Medicine 

1986  Associate  Professor  Medicine 

University  of  Colorado  School  of  Medicine 

1981-1986      Assistant  Professor  of  Medicine 

University  of  Colorado  School  of  Medicine 

1979-1981      Instructor  in  Internal  Medicine 

University  of  Colorado  School  of  Medicine 
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1977-1979 

EDUCATION: 

1970-1972 

1972-1975 


Assistant  in  Medicine 
University  of  Washington 


University  of  Cincinnati 
BS  Biology,  Summa  Cum  Laude 

Ohio  State  University 
MD,  College  of  Medicine 


POST  GRADUATE  MEDICAL  EDUCATION: 
1977-1979 


1975-1976 

MILITARY  SERVICE: 

1966-1969 

PUBLICATIONS: 
CONSULTANT  TO: 


Internal  Medicine  Residency 
University  of  Washington 

Internship,  Sacred  Heart  Medical  Center 
Spokane ,  WA 


U.S.  Army 

1st  Lieutenant,  Field  Artillery 

Dr.  Jahnigen  has  published  over  85  articles, 
reviews,  bookchapters  and  abstracts. 

Department  of  Veterans  Affairs 
National  Institute  of  Health 
Bureau  of  Health  Professions 
Institute  of  Medicine 
American  Medical  Association 
John  A.  Hartford  Foundation 
Carter  Center 
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BIOGRAPHY 

MAJOR  GENERAL 

DONALD  C.  HILBERT 

U.  S.  ARMY,  RETIRED 

Director 

United  States  Soldiers'  and  Airmen's  Home 

Washington,  DC 

Personal  Data:  Born,  31  July  1933,  Brooklyn,  New  York.  Married  to  the  former  Marie  A. 
(Chickie)  Peterson.  Five  children:  Suzanne,  Donald  Jr,  Catherine,  Marianne,  and  James. 

Education:  A  1955  graduate  of  the  United  States  Military  Academy,  West  Point,  New  York. 
Masters  Degree  from  College  of  William  and  Mary  -  Political  Science.  Military  schools 
include:  US  Army  Command  and  General  Staff  College,  National  War  College,  and  the  French 
Staff  College,  Ecole  d"Etat-Major. 

Military  Background:  Before  being  appointed  by  President  Bush  on  14  July  1990  to  be  the  25th 
Governor  of  the  Home,  General  Hilbert  was  the  Commander  of  the  US  Army  Military  District 
of  Washington.  (As  a  result  of  implementation  of  Public  Law  101-510,  the  title  of  Governor 
was  changed  to  Director.)  He  ended  his  35-year  career  as  an  Infantry  officer  with  retirement  on 
30  June  1990. 

General  Hilbert  held  a  wide  variety  of  other  important  command  and  staff  positions 
including  Chief  of  Staff,  25th  Infantry  Division,  Hawaii;  Assistant  Vice  Director  for  Estimates 
and  Deputy  Vice  Director  for  Foreign  Intelligence,  Defense  Intelligence  Agency,  Washington; 
and  Defense  and  Army  Attache,  US  Embassy,  Paris,  France.  Other  significant  assignments 
included:  Battle  Staff  Team  on  the  Airborne  Command  Post  (Silk  Purse),  England;  Staff 
Officer,  War  Plans  and  Forces  Division,  Army  Staff;  Commander,  1st  Battalion,  48th  Infantry, 
3rd  Armored  Division,  Germany;  G-3  (Operations),  82d  Airborne  Division;  Deputy  G-3 
(Operations),  XVIII  Airborne  Corps;  and  Commander,  3rd  US  Infantry  (The  Old  Guard),  Fort 
Myer,  Virginia.  He  had  two  tours  in  Vietnam:  Commander,  Company  A,  1st  Battalion,  327th 
Infantry,  101st  Airborne  Division  (1965-66);  and  Commander,  1st  Battalion,  327th  Infantry, 
101st  Airborne  Division  (1970-71).  He  has  served  overseas  tours  in  Korea,  England,  Japan, 
France,  Germany,  Vietnam,  and  Hawaii.  General  Hilbert  has  been  an  instructor  at  the  Infantry 
School  at  Fort  Benning,  Georgia  and  Assistant  Professor  of  Military  Science,  The  Citadel, 
Charleston,  South  Carolina. 


Awards  and  decorations  received  by  General  Hilbert  include  the  Distinguished  Service 
Medal  (with  Oak  Leaf  Cluster),  Defense  Superior  Service  Medal  (with  Oak  Leaf  Cluster), 
Legion  of  Merit,  Bronze  Star  Medal  with  V  Device  (with  Oak  Leaf  Cluster),  Meritorious 
Service  Medal  (with  Oak  Leaf  Cluster),  French  Legion  of  Merit  (Grade  of  Commander),  Air 
Medal,  Joint  Service  Commendation  Medal,  Army  Commendation  Medal  with  V  Device  (with 
two  Oak  Leaf  Clusters),  Combat  Infantryman  Badge,  and  Master  Parachutist  Badge. 
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FREDERICK  MICHAEL  FOX,  JR. 

DIRECTOR 

UNITED  STATES  NAVAL  HOME 


Michael  Fox  was  born  in  Pensacola,  Florida.  As  the  son  of  a  career  Naval  Aviator 
and  WWII  fighter  pilot,  Mr.  Fox  lived  in  many  parts  of  the  country  -  from  Boston  to 
Kwajalein.  He  graduated  from  high  school  in  northern  Viginia  and  received  a  BS 
in  business  administration  from  Frederick  College  in  Portsmouth,  Virginia. 

Mr.  Fox  entered  the  Navy  as  an  aviation  officer  candidate  and  was  commissioned 
in  1969.  After  completing  flight  training,  he  received  his  wings  and  was  initially 
assigned  to  the  USS  INDEPENDENCE  as  a  ships  company  officer.  He  received 
a  warfare  specialty  in  fixed  wing  ANTISUBMARINE  operations,  serving  numerous 
tours  flying  the  S-2  and  S-3A  aircraft  in  support  of  carrier  antisubmarine  opera- 
tions. During  the  Vietnam  conflict,  Mr.  Fox  served  in  Southeast  Asia  in  a  carrier-on- 
board-logistics capacity  and  later  finished  his  flying  career  with  4500  flight  hours 
and  450  carrier  landings. 

Mr.  Fox  ended  his  Naval  Career  with  a  three  year  tour  as  Executive  Officer  of  the 
Naval  Home.  After  retiring  from  the  Navy,  he  continued  to  pursue  his  interest  in  the 
senior  living  industry  in  a  number  of  capacities.  He  was  significantly  involved  in  the 
development  of  a  senior  living  facility,  was  Executive  Director  of  a  large  "up-scale" 
rental  retirement  community,  and,  after  earning  a  Florida  Nursing  Home  Admin- 
istrator's license,  has  most  recently  been  Administrator  of  a  skilled  nursing  facility 
located  in  Florida  --  a  facility  that  achieved  a  superior  rating  under  his  direction. 

He  is  married  to  the  former  Mary  Frances  Mulcahey  of  Pawtucket,  Rhode  Island. 
They  have  six  children  ranging  in  age  from  five  to  eighteen,  three  boys  and  three 
girls. 
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Mr.  Serrano.  Thank  you  very  much  for  your  testimony,  Dr. 
Jahnigen. 

TRUST  FUND  CONSOLIDATION 

Along  with  the  consolidation  of  the  two  trust  funds  scheduled  for 
fiscal  year  1995,  is  the  board  considering  integrating  any  oper- 
ational or  administrative  functions  of  the  homes? 

Dr.  Jahnigen.  Yes,  sir.  A  number  of  changes  are  under  way — ac- 
tually, some  are  in  effect — to  streamline  and  make  the  homes  oper- 
ate more  smoothly.  We  are  merging  and  developing  a  single  finan- 
cial and  accounting  system  which  will  help  further  reduce  expenses 
and  streamline  operation. 

Our  oversight  committee  is  reviewing  the  set  of  services  provided 
in  both  facilities  to  assure  that  they  are  comparable  and  uniform, 
and  we  are  also  developing  a  uniform  cost  accounting  process  so 
that  we  can  continue  to  compare  the  unit  expenses  of  one  facility 
to  the  other  and  also  with  industry  standards. 

GRANT  BUILDING  RENOVATION 

Mr.  Serrano.  General  Hilbert,  at  last  year's  hearing  you  men- 
tioned that  the  Soldiers'  and  Airmen's  Home  would  likely  request 
funds  in  fiscal  year  1995  for  renovation  of  the  Grant  dormitory.  Yet 
no  such  funds  are  included  in  your  budget  request.  Why? 

General  Hilbert.  Sir,  at  the  present  time  the  design  of  the 
Grant  building  renovation  project  is  65  percent  complete.  The  95 
percent  design  submittal  is  due  in  May  of  1994,  with  the  expected 
design  completion  in  October  of  1994. 

While  both  boards  approved  a  budget  request  for  the  construction 
funds  in  the  fiscal  year  1995  budget  request,  that  request  was  not 
approved  by  the  Office  of  Management  and  Budget.  The  Office  of 
Management  and  Budget's  position  is  that  it  would  be  prudent  to 
defer  any  major  capital  projects  until  the  long-term  financial  health 
of  both  homes  have  been  resolved. 

Mr.  Serrano.  Sure.  And  what  will  the  Grant  renovation  entail 
and  what  is  the  estimated  cost? 

General  Hilbert.  We  have  spent  $2,375,000  for  design.  The  ren- 
ovation cost  will  be  $25,220,000. 

NAVAL  HOME  PERSONAL  CARE  FACILITY 

Mr.  Serrano.  Mr.  Fox,  you  told  us  last  year  that  the  estimated 
total  cost  to  build  a  new  personal  care  facility  at  the  Naval  Home 
would  be  $21  million,  and  that  the  design  phase  might  begin  in 
1994.  What  are  the  current  cost  estimates  for  design  and  construc- 
tion of  this  project? 

Mr.  Fox.  Yes,  sir.  The  design  costs  and  the  construction  costs 
have  been  reduced  dramatically  over  what  I  reported  last  year.  And 
in  fact  we  are  now  estimating  $95,000  for  design  and  around 
$3,556,000  for  construction.  So  the  costs  are  dramatically  reduced. 

Again,  as  General  Hilbert  mentioned,  the  design  was  not  ap- 
proved this  year  because  the  long-term  financing  for  the  facilities 
has  not  been  determined. 
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TRUST  FUND  INCOME 


Mr.  Serrano.  Dr.  Jahnigen,  it  is  mentioned  in  your  testimony 
that  income  to  the  Armed  Forces  Retirement  Home  trust  fund  has 
been  declining  in  recent  years.  When  is  the  trust  fund  currently 
projected  to  be  depleted? 

Dr.  Jahnigen.  We  have  a  number  of  scenarios  that  are  based  on 
various  assumptions,  but  with  no  change  in  the  income  to  the  fund 
other  than  in  a  planned  increase  in  the  resident  fee,  which  is  pro- 
jected to  take  place  in  fiscal  year  1997,  the  fund  will  be  insolvent 
as  of  fiscal  year  1999. 

Mr.  Serrano.  Does  this  projection  include  the  cost  of  major  cap- 
ital projects  at  each  home? 

Dr.  Jahnigen.  The  inclusion  of  these  projects  as  projected  would 
cause  the  fund  to  be  insolvent — with  the  fiscal  year  1999  projected 
budget.  If  we  eliminated  the  capital  projections  altogether,  the  fund 
is  insolvent  in  the  year  2001.  So  we  gain  about  two  years  by  not 
doing  any  construction. 

Mr.  Serrano.  I  would  like  for  you  to  please  insert  at  this  point 
in  the  record  a  table  that  shows  trust  fund  income  to  each  account 
by  source  for  the  years  1990  through  1995. 

[The  information  follows:] 
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ALTERNATIVE  FINANCING 


Mr.  SERRANO.  What  alternative  financing  mechanisms  are  being 
considered  to  ensure  long-term  financial  support  for  the  homes  and 
what  is  the  status  of  these  proposals? 

Dr.  JAHNIGEN.  There  are  a  number  of  subcommittees  of  the  board 
which  for  the  last  two  years  have  been  exploring  a  wide  range  of 
options.  I  will  be  happy  to  provide  a  complete  list  of  the  kinds  of 
things  which  have  been  and  continue  to  be  under  consideration. 

The  current  consensus  of  the  board  has  led  to  a  legislative  pro- 
posal, which  is  in  process,  which  calls  for  an  increase  in  the  month- 
ly withholding  cap  of  up  to  $2.  This  particular  proposed  legislation 
is  within  the  Department  of  Defense  for  review  and  comment  at 
the  present  time. 

Mr.  Serrano.  And  the  cap  is  now  what? 

Dr.  JAHNIGEN.  The  cap  is  now  50  cents. 

Mr.  Serrano.  How  long  has  that  been  in  effect? 

Dr.  JAHNIGEN.  The  50  cents  has  been  uniformly  in  effect  since 
1991  for  all  the  services.  For  the  Army,  the  50  cents  dates  back  to 
1976.  There  is  a  tradition 

Mr.  Serrano.  Because  I  remember  my  50  cents. 

Dr.  JAHNIGEN.  Now  you  know  where  it  went. 

Mr.  Serrano.  I  do,  now  I  know  where  it  went.  With  only  $77  a 
month,  you  know,  50  cents  was  a  lot  of  money. 

If  these  proposals  were  enacted,  would  they  solve  the  long-term 
financing  problems  of  the  trust  fund? 

Dr.  JAHNIGEN.  We  believe  that  if  the  legislation  to  support  the 
$2  goes  into  effect,  coupled  with  a  prudent  planning  process  and 
ongoing  attempts  to  make  the  operations  more  efficient,  that  we 
can  keep  the  homes  viable,  in  their  current  location  and  approxi- 
mately the  same  size  they  are  now.  This  has  been  the  objective  of 
the  board  since  its  inception. 

Mr.  Serrano.  Please  insert  at  this  point  in  the  record  a  table 
which  shows  the  trust  fund  income  by  source  for  the  years  1995  to 
2002,  assuming,  A,  no  change  of  financing;  B,  an  increase  in  active 
duty  pay  withholding  to  $1  in  1995;  and  C,  an  increase  in  active 
duty  pay  withholding  to  $2  in  1995. 

Dr.  Jahnigen.  Yes,  sir.  We  will  be  happy  to  do  that. 

[The  information  follows:] 
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Mr.  Serrano.  Okay.  Well,  we  thank  you,  sir,  thank  all  three  gen- 
tlemen. Personally,  I  want  to  congratulate  you  on  the  work  that 
you  are  doing.  It  is  a  good  cause  and  good  thing  that  you  are  doing. 
We  will  try  to  be  as  helpful  as  we  can  be.  We  thank  you  very  much. 

This  hearing  is  adjourned  until  10  a.m.  tomorrow  morning. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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RESIDENTS  DATA 


USSAH 


Mr.  NATCHER:  Provide  a  table  showing  membership  versus  capacity  at 
the  Home  as  well  as  the  average  cost  and  the  average  fee  per  member 
from  1990-1995. 


General  HILBERT 


The  information  follows  for  the  USSAH: 

Average 
Average  Daily   Annual  O&M    Average 
Capacity      Residents     Cost /Resident  Annual  Fee 


FY  1990 

1,981 

1,923 

$20,148 

$2,543 

FY  1991 

1,981 

1,929 

$21,037 

$2,658 

FY  1992 

1,981 

1,872 

$22,089 

$3,274 

FY  1993 

1,981 

1,768 

$23,822 

$3,675 

FY  1994 

1,981 

1,880 

$22,946 

$3,860 

FY  1995 

1,981 

1,880 

$23,455 

$4,100 

RENOVATION  PROJECTS  -  USSAH 

Mr.  NATCHER:  Other  than  the  Grant  Renovation,  what  are  the  major 
outstanding  capital  and  maintenance  needs  and  the  associated  costs  of 
each  project  at  the  Soldiers'  and  Airmen's  Home? 

General  HILBERT:  Besides  the  Grant  renovation,  there  is  only  one 
other  major  renovation  programmed  in  the  next  five  years  for  the 
Soldiers'  and  Airmen's  Home  and  that  is  the  renovation  of  the 
Sheridan  dormitory.  The  current  projected  cost  of  that  renovation  is 
$3,220,000  for  design  and  $28,550,000  for  construction.  The  design 
money  was  appropriated  in  the  FY  1994  budget. 

FTE  TARGETS  -  USSAH 

Mr.  NATCHER:  What  are  the  FTE  targets  for  1993  through  1995  to 
comply  with  the  President's  Executive  Order  to  reduce  Federal 
employment  and  how  do  these  targets  compare  to  budgeted  staffing 
levels? 

General  HILBERT:   The  information  follows: 


FY  1993 
FY  1994 
FY  1995 

Mr.  NATCHER:    How 
employee  morale? 


FTE  Target 

947 
933 
912 


FTE  Budgeted 

864 
865 
849 


has  the  increasing  use  of  overtime  affected 


General  HILBERT:  The  primary  use  of  overtime,  due  to  staff  shortage, 
has  occurred  in  the  Nursing  Division  of  the  Health  Services 
Directorate.  The  increased  use  of  overtime  to  cover  these  nursing 
shortages  has  resulted  in  a  lowering  of  staff  morale.  The  low  staff 
morale  is  evidenced  through  individuals'  increased  use  of  sick  leave, 
fewer  staff  willing  to  accept  overtime  assignments;  thereby,  reducing 
the  staff  pool  available  to  work  overtime.  In  many  instances  Unit 
Managers  feel  obligated  to  do  overtime  because  their  staff  are  not 
interested  or  not  physically  capable  of  doing  a  another  shift.  Staff 
who  are  volunteering  to  work  overtime  on  a  freguent  basis  do  not 
function  at  their  optimum  during  their  regularly  scheduled  shift  due 
to  fatigue.   Staff  report  that  a  primary  reason  for  not  volunteering 
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to  work  overtime  is  their  neglect  of  family  and  personal 
responsibilities  when  they  spend  excessive  time  on  the  job.  Staff 
enthusiasm  is  high  for  their  jobs  but  work  must  take  it's 
proportionate  place  in  their  lives. 

Mr.  NATCHER:  How  much  would  it  cost  to  increase  the  FTEs  in  certain 
critical  areas  such  as  health  care  to  reduce  the  amount  of  overtime 
used? 

General  HILBERT:  Funds  in  the  amount  of  $871,000  would  be  needed  to 
restore  FTE  in  critical  areas  in  order  to  reduce  the  amount  of 
overtime  being  used.  This  would  increase  the  FY  1995  current  funded 
FTE  of  849  up  to  872  FTE. 

Mr.  NATCHER:  How  much  would  it  cost  to  fully  fund  the  ceiling  FTE 
level? 

General  HILBERT:  Based  on  average  FTE  salary  and  benefit  costs,  it 
would  require  approximately  $2.4  million  to  fund  63  FTE  to  bring  our 
employment  level  to  the  ceiling  of  912  FTE. 

PAY  INCREASES  -  USSAH 

Mr.  Natcher:  What  was  the  amount  of  the  locality  pay  increase  that 
went  into  effect  on  January  1,  1994  and  how  are  you  absorbing  this 
unbudgeted  cost  as  well  as  the  difference  between  your  FY  1994 
appropriation  and  your  FY  1994  budget  request? 

General  HILBERT:  The  FY  1994  locality  pay  will  cost  approximately 
$645,000.  This  additional  unbudgeted  cost  plus  the  reduction  of 
$309,000  from  our  original  budget  request  is  being  absorbed  through 
a  reduction  of  13  FTE,  and  by  reducing  our  non-salary  and  benefit 
budget  by  $381,000,  primarily  in  the  supply  and  material  areas 
causing  some  maintenance  deferral. 

Mr.  NATCHER:  How  much  is  included  in  your  budget  for  a  January,  1995 
pay  raise  and  what  percentage  increase  is  this  based  upon? 

General  HILBERT:  There  is  $445,000  included  in  my  budget  request  for 
a  January,  1995  pay  raise  based  on  a  1.6  percent  increase. 

Mr.  NATCHER:  How  much  is  included  in  your  budget  for  a  January,  1995 
locality  pay  increase  and  what  percentage  increase  is  this  based 
upon? 

General  HILBERT:  There  are  no  funds  included  in  my  budget  for  a  1995 
locality  pay  increase. 

SUPPLY  MANAGEMENT  SYSTEM 

Mr.  NATCHER:  What  plans  do  you  have  to  improve  your  supply 
management  system?  How  much  would  these  improvements  cost  and  are 
these  costs  included  in  your  budget  request? 

General  HILBERT:  I  plan  to  purchase  an  automated  supply  management 
system  which  will  be  interfaced  with  my  general  accounting  system. 
This  would  bring  the  Home  into  conformance  with  government  standards 
for  financial  management  controls.  The  estimated  cost  of 
accomplishing  this  task  is  $200,000  and  these  costs  are  not  included 
in  the  FY  1995  budget  request. 

RESIDENT  DATA  -  USNH 

Mr.  NATCHER:   Provide  a  table  showing  membership  versus  capacity  at 
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the  Home  as  well  as  the  average  cost  and  the  average  fee  per  member 
from  1990-1995. 

Mr.  FOX:   The  information  follows: 

Average1 


Average  Daily 

Annual  O&M 

Average2 

1990 

Capacity 
550 

Residents 

Cost/Resident 
$25,406 

Annual  Fee 

FY 

349 

0 

FY 

1991 

550 

368 

$26,177 

0 

FY 

1992 

550 

396 

$25,391 

$2,347 

FY 

1993 

550 

484 

$23,786 

$3,014 

FY 

1994 

550 

535 

$20,140 

$3,737 

FY 

1995 

550 

550 

$20,082 

$3,840 

'The  budget  information  for  Fiscal  Years  1990  and  1991,  does  not 
include  the  monetary  value  of  the  auxiliary  services  and  support 
provided  through  the  Navy.   These  costs  are  not  available. 
'Resident  Fees  were  not  implemented  until  December  of  Fiscal  Year 
1992. 

RENOVATION  PROJECTS  -  USNH 

Mr.  NATCHER:  Other  than  building  the  personal  care  facility,  what 
are  the  major  outstanding  capital  and  maintenance  needs  and  the 
associated  costs  of  each  project  at  the  Naval  Home? 

Mr.  FOX:   The  projects  are  as  follows: 

Design  and  construct  a  Therapeutic  Recreation  Center        $321,000 

Presently,  the  Home  has  no  appropriate  area  to  accommodate  physical, 
occupational/manual  arts  and  speech/pathology  therapy  programs.  The 
existing  center  occupies  a  70  year  old  building  originally  designed 
as  living  quarters.  Working  space  is  extremely  limited  which  in  turn 
extremely  limits  the  number  of  residents  that  can  benefit  from  the 
center.  The  building  is  not  handicap  accessible  and  its  location  is 
much  to  far  from  the  main  building  making  it  very  difficult  for  many 
residents  to  utilize. 

Design  of  Construction. to  Remove  $177,000 

Handicap  Barriers 

Many  areas  of  the  Naval  Home  grounds  and  buildings  will  not  satisfy 
Federal  requirements  for  accommodating  the  handicapped. 

Design  and  Addition  of  Two  Elevators  and  $350,000 

Replacement  of  Gear  Drives  on  Existing  Elevators 

This  project  will  provide  two  additional  elevators  in  existing  shafts 
and  replace  the  gear  drives  on  existing  elevator  cars.  Due  to  their 
age,  the  gear  drives  are  badly  worn  and  are  becoming  a  definite 
maintenance  concern.  The  increased  resident  population  has  placed  a 
tremendous  traffic  demand  on  the  existing  elevators. 

FTE  TARGETS  -  USNH 

Mr.  NATCHER:  What  are  the  FTE  targets  for  1993  through  1995  to 
comply  with  the  President's  Executive  Order  to  reduce  Federal 
employment  and  how  do  these  targets  compare  to  budgeted  staffing 
levels? 

Mr.  FOX:   The  information  follows: 
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1993         1994         1995 

OMB  Guidance  181         178         174 

Budget  Request  181         178         174 

PAY  INCREASES  -  USNH 

Mr.  Natcher:  What  was  the  amount  of  the  locality  pay  increase  that 
went  into  effect  on  January  1,  1994  and  how  are  you  absorbing  this 
unbudgeted  cost  as  well  as  the  difference  between  your  FY  1994 
appropriation  and  your  FY  1994  budget  request? 

Mr.  FOX:  The  Locality  Pay  increase  for  Gulfport,  Mississippi  was 
3.09%  which  equates  to  $149,000.  The  loss  from  the  Fiscal  Year  1994 
budget  request  and  the  appropriation  was  $79,000.  As  positions  are 
vacated,  hiring  replacement  employees  is  being  delayed  or  postponed 
for  long  periods  of  time.  Maintenance  projects  are  being  held  for  as 
long  as  possible. 

Mr.  NATCHER:  How  much  is  included  in  your  budget  for  a  January,  1995 
pay  raise  and  what  percentage  increase  is  this  based  upon? 

Mr.  FOX:  The  pay  raise  for  1995  is  based  on  a  1.6%  increase  which 
equates  to  $78,000. 

Mr.  NATCHER:  How  much  is  included  in  your  budget  for  a  January,  1995 
locality  pay  increase  and  what  percentage  increase  is  this  based 
upon? 

Mr.  FOX:  No  guidance  regarding  a  locality  pay  increase  was  available 
when  the  budget  was  prepared,  therefore  no  increase  was  programmed. 

DECREASE  IN  CONTRACTED  SERVICES  -  USNH 

Mr.  NATCHER:  The  Naval  Home  is  requesting  a  decrease  of  $621,000,  or 
22  percent,  for  contracted  services.  How  will  you  account  for  this 
decrease  and  what  services  will  be  effected? 

Mr.  FOX:  The  decrease  to  service  contracts  is  a  result  of  bringing 
certain  services  back  in  house  verses  contract.  The  decrease  was 
redistributed  to  supplies  and  salaries. 

ACTIVE  DUTY  CONTRIBUTIONS 

Mr.  PORTER:  At  the  hearing  last  year,  we  discussed  the  possibility 
of  increasing  the  contribution  of  active  duty  personnel  to  up  to 
$2.00  per  month.  To  the  best  of  your  knowledge,  what  progress  has 
been  made  to  accomplish  this  increase? 

General  HILBERT:  A  legislative  proposal  was  forwarded  by  the  Armed 
Forces  Retirement  Home  Board  to  the  Office  of  Management  and  Budget 
(OMB)  for  inclusion  in  the  FY  1995  authorization  process.  OMB 
forwarded  the  proposal  to  the  Department  of  Defense  for  comment.  As 
of  yet  the  Department  of  Defense  has  not  forwarded  their  comments 
back  to  OMB. 

HEALTH  CARE  REFORM  IMPACT 

Mr.  STOKES:  To  what  extent  are  health  care  services  provided  by  the 
Armed  Forces  Retirement  Home  expected  to  be  impacted  by  health  care 
reform? 

Dr.  JAHNIGEN:  The  health  care  services  provided  by  the  Armed  Forces 
Retirement  Home  are  primarily  long-term  care  and  many  of  the  proposed 
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health  care  reform  plans  do  not  provide  for  changes  in  providing 
long-term  care  or  fail  to  address  long-term  care.  The 
administration's  proposals,  in  regard  to  long-term  care,  are  to  be 
administered  by  the  states  and  therefore  would  have  little  impact  on 
the  Armed  Forces  Retirement  Home,  which  as  a  federal  facility  is  not 
subject  to  state  administration  nor  can  there  be  reimbursement 
between  federal  programs. 

DECLINE  IN  INCOME  IMPACT 

Mr.  STOKES:  With  respect  to  the  fact  that  there  has  been  a  decline 
in  funding  for  the  Armed  Forces  Retirement  Home,  as  a  result  of  the 
decline  in  the  size  of  the  military  forces  and  other  reduced  income, 
what  has  been  the  operational  impact  of  this  funding  reduction?  What 
major  alternative  funding  sources  are  under  consideration? 

Dr.  JAHNIGEN:  The  decline  in  income  has  so  far  primarily  effected 
the  amount  of  money  in  the  Trust  Fund.  Operational  funding  has  not 
suffered  for  this  reason  but  has  suffered,  primarily  due  to  a 
mismatch  in  authorizing  and  appropriating  procedures.  The  one 
operational  impact  of  the  reduced  income  is  that  major  capital 
improvements  have  been  placed  on  hold  until  the  long-term  funding 
problem  is  resolved.  The  proposed  solution  being  considered  is  to 
raise  the  monthly  withholding  from  active  duty  personnel  from  the 
current  50  cents  to  2  dollars. 

Mr.  STOKES:  What  impact  has  reduced  funding  had  on  the  quality  of 
health  care  provided  to  and  the  health  status  of  occupants  of  the 
Armed  Forces  Retirement  Home? 

Dr.  JAHNIGEN:  In  spite  of  reduced  funding  the  quality  of  health  care 
has  continued  to  remain  very  high  as  evidenced  by  the  recent  visit  by 
the  Joint  Commission  on  Accreditation  of  Healthcare  Organizations. 
The  King  Health  Center  received  a  full  three-year  accreditation  and 
with  the  citation  of  commendation.  That  citation  is  received  only  by 
the  top  10  percent  of  long-term  facilities  in  the  nation.  The 
reduced  funding  is  having  an  adverse  impact  on  employee  morale  within 
nursing  services  due  to  the  high  use  of  overtime  required  to  cover 
staff  shortages.  If  these  staff  shortages  are  not  resolved  in  the 
near  term  it  could  start  to  effect  quality. 

FACILITY  IMPROVEMENTS 

Mr.  STOKES:  How  extensive  are  the  facility  improvements  that  are 
needed  at  the  Armed  Forces  Retirement  Home?  To  what  extent  do  they 
impact  safety?  Of  those  that  impact  safety,  what  is  the  one  time 
cost  to  correct  each? 

Dr.  JAHNIGEN:  The  two  major  projects  planned  for  the  U.S.  Soldiers' 
and  Airmen's  Home  is  the  renovation  of  the  Grant  and  Sheridan 
dormitories.  While  the  renovations  are  primarily  planned  to  meet 
industry  standards  and  provide  private  bath  facilities,  there  are 
also  safety  issues  involved.  The  Grant  which  was  built  in  1910 
requires  major  renovation  to  correct  several  deficiencies  regarding 
the  safety  of  residents  that  have  occurred  as  a  result  of  time  or  the 
introduction  of  Federal  mandates.  The  structure  does  not  fully 
comply  with  the  National  Fire  Protection  Association  1993  Life  Safety 
Code  as  a  result  of  the  age  to  construction.  The  building  requires 
a  state  of  the  art  fire  detection  and  suppression  system,  the 
interior  electrical  wiring  has  far  outlived  its  useful  life,  the 
building  is  not  accessible  to  handicapped  individuals,  and  the 
building  currently  contains  construction  materials  which  pose  a 
health  hazard.  The  Sheridan  was  constructed  in  1962  with  an  addition 
in  1969  and  requires  improvements  to  meet  current  codes.    The 
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existing  building  fire  alarm  and  life  safety  systems  are  outdated, 
installation  of  a  sprinkler  system  is  required,  the  interior 
electrical  wiring  system  needs  replacement,  and  not  all  areas  are 
handicapped  accessible.  The  renovation  construction  cost  of  the 
Grant  is  $25,220,000  and  the  estimated  cost  for  the  Sheridan  is 
$28,550,000.  The  first  priority  capital  project  for  the  Naval  Home 
is  the  construction  of  a  Health  Care  Facility.  The  addition  of  this 
facility  would  provide  much  needed  space  for  residents  who  require 
special  care  and  are  currently  housed  in  regular  berthing  areas  on 
the  3rd  floor  of  the  dormitory  in  Building  1.  These  residents 
require  some  degree  of  intervention  on  a  24-hour  basis.  Many  are 
confined  to  wheelchairs  and/or  require  constant  surveillance. 
Emergency  evacuation  of  residents  from  the  3rd  floor  is  hampered  by 
lack  of  proper  handicap  escape  routes  which  were  not  considered 
during  design  and  construction  of  the  facility.  The  Health  Care 
Facility  will  ensure  that  residents  requiring  intermediate  care 
receive  it  in  a  safe  environment  with  controlled  access  to  the 
grounds.  The  estimated  cost  is  $95,000  for  design  and  $3,556,000  for 
construction.  The  second  priority  capital  project  is  the  Therapeutic 
Recreation  Center.  Presently,  the  Naval  Home  has  no  appropriate  area 
to  accommodate  physical,  occupational/manual  arts  and 
speech/pathology  therapy  programs.  The  existing  center  occupies  a  70 
year  old  building  originally  designed  as  living  quarters.  Working 
space  is  extremely  limited  which  in  turn  limits  the  number  of 
residents  that  can  benefit  from  the  center.  The  building  is  not 
handicap  accessible  and  its  location  is  much  to  far  from  the  main 
building  making  it  very  difficult  for  many  residents  to  utilize.  The 
estimated  cost  is  $11,000  for  design  and  $310,000  for  construction. 


594 


JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 


Armed  Forces  Retirement  Home 


UNITED  STATES 

SOLDIERS'  AND  AIRMEN'S  HOME 


FISCAL  YEAR  1995 


BUDGET  REQUEST 


CONGRESSIONAL  SUBMISSION 


595 


STATEMENT  OF  THE  DIRECTOR 

UNITED  STATES  SOLDIERS'  AND  AIRMEN'S  ROME 

ARMED  FORCES  RETIREMENT  HOME 


PDRPOSB 


The  purpose  of  this  statement  is  to  furnish  information  on 
the  United  States  Soldiers'  and  Airmen's  Home  (USSAH)  which  may 
be  of  interest  during  the  committees'  consideration  of  the  Home's 
fiscal  year  1995  budget  request.   Included  is  pertinent 
information  on  the  Home:  its  mission,  residents,  administration, 
financing,  and  physical  plant. 

MISSION 

The  USSAH  was  established  by  Congress  in  1851  for  the  relief 
and  support  of  retired,  invalid,  or  disabled  soldiers  of  the 
Regular  Army.   Under  the  provisions  of  the  Armed  Forces 
Retirement  Home  Act  of  1991,  the  USSAH  and  the  United  States 
Naval  Home  (USNH)  were  incorporated  into  the  Armed  Forces 
Retirement  Home  (AFRH) ,  an  independent  agency  in  the  Executive 
Branch  of  the  Federal  Government.   The  mission  is  to  provide  a 
continuum  of  care  and  services  in  a  retirement  community  for 
eligible  retired  and  former  members  of  the  Armed  Forces;  to 
provide  the  highest  quality  of  residential,  social,  and  health 
service  to  the  residents;  and  to  retain  the  unique  Service 
identity,  atmosphere,  and  traditions  of  these  two  historic 
institutions.   Under  the  provisions  of  the  Armed  Forces 
Retirement  Home  Act  of  1991,  eligibility  to  become  a  resident  is 
extended  to  persons  who  served  as  members  of  the  Armed  Forces 
with  at  least  one-half  of  their  service  having  been  enlisted  or 
as  a  warrant  or  limited  duty  officer  with  the  following 
qualifications:  (1)  honest  and  faithful  active  service  for  twenty 
years  or  more  and  are  age  60  or  over,  (2)  service-connected 
disabilities  rendering  them  unable  to  earn  a  livelihood,  (3)  non- 
service  connected  disabilities  rendering  them  unable  to  earn  a 
livelihood,  provided  they  have  had  a  service  in  a  war  theater 
during  a  time  of  war  declared  by  Congress  or  were  eligible  for 
hostile  fire  special  pay  under  section  310  of  Title  37,  United 
States  Code,  or  (4)  members  of  the  women's  component  of  the  Armed 
Forces  who  served  before  1948  and  are  determined  to  be  eligible 
for  compelling  personal  circumstances. 

RESIDENTS 

Average  daily  occupancy  of  the  USSAH  during  fiscal  year  1993 
was  1766.   An  analysis  of  our  current  residents  indicates  that 
our  male  residents  range  in  age  35  to  100,  with  an  average  age  of 
70.9.   Our  female  residents  range  in  age  51  to  96,  with  an 
average  age  of  75.8.   There  are  91  female  residents.   The  ages  of 
the  residents  in  the  health  care  facility  range  from  52  to  100 
years,  with  the  average  being  77.3  years. 
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ADMINISTRATION 

The  Armed  Forces  Retirement  Home  Act  of  1991  established  the 
Armed  Forces  Retirement  Home  Board  which  exercises  policy 
oversight  over  each  of  the  Retirement  Homes  and  oversees  the 
activities  of  the  local  Boards  of  Trustees.   The  USSAH  has  a 
Board  of  Trustees  which  exercises  operational  oversight  and 
provides  reports  to  the  Armed  Forces  Retirement  Home  Board.   A 
listing  of  the  current  members  of  the  Armed  Forces  Retirement 
Home  Board  and  the  USSAH  Board  of  Trustees  is  provided  in  the 
Fiscal  Year  1995  Congressional  Submission  of  the  Budget  Request. 
The  Director  of  the  USSAH  is  appointed  by  the  Secretary  of 
Defense.   Not  later  than  90  days  after  the  end  of  each  fiscal 
year,  the  Armed  Forces  Retirement  Home  Board  submits  to  the 
Secretary  of  Defense,  for  transmission  to  Congress,  a  report 
describing  the  financial  conditions  and  other  affairs  of  the 
Retirement  Home  for  the  fiscal  year.   The  Act  also  provides  for 
an  inspection  of  the  Retirement  Home  every  3  years  alternating 
between  the  Inspector  General  of  the  Department  of  Defense  and 
the  Inspector  Generals  of  the  military  departments. 

ACCREDITATION  OF  HEALTH  CARE  FACILITY 

The  Homes'  health  care  facility,  the  King  Health  Center, 
provides  primary  and  long-term  care  to  the  residents.   The  King 
Health  Center  is  accredited  by  the  Joint  Commission  on 
Accreditation  of  Health-Care  Organizations  (JCAHO) .   In  October 
1993,  the  latest  survey  was  conducted  by  the  JCAHO,  which 
resulted  in  the  award  of  a  three-year  accreditation  with 
commendation.   This  latest  survey  places  the  King  Health  Center 
in  the  top  10%  of  long-term  care  facilities  in  the  nation. 

FINANCING 

The  Act  of  1851,  which  established  the  USSAH  provided  that 
the  Home  be  supported  from  two  principal  sources:  (1)  a  twenty- 
five  cent  monthly  contribution  from  each  enlisted  member  and 
warrant  officer  of  the  Regular  Army,  and  later  the  Air  Force;  and 
(2)  fines  and  forfeitures  imposed  upon  these  people  by  sentence 
of  courts-martial.   While  the  monthly  contribution  from  enlisted 
members  has  varied  over  the  years  based  on  financial  need,  Public 
Law  94-454  in  1976  increased  the  monthly  withholding  to  fifty 
cents.   In  addition,  Public  Law  94-454  authorized  the  collection 
of  a  fee  from  the  residents  of  the  Home  based  on  a  percentage 
(not  to  exceed  25%)  of  monthly  retired  pay  and  monthly 
compensation  or  pension  paid  by  the  Secretary  of  Veterans 
Affairs.   Public  Law  96-357  in  1980  amended  the  Act  of  1851  to 
also  include  fines  and  forfeitures  imposed  upon  the 
aforementioned  people  under  authority  of  Section  815,  Title  10 
United  States  Code,  commonly  referred  to  as  non- judicial 
punishment. 
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The  Act  of  1883  established  a  Permanent  Fund  in  the  U.S. 
Treasury  and  provided  for  the  payment  of  interest  of  3%  per  annum 
on  the  fund  balance.   On  December  15,  1973,  the  Act  of  1883  was 
amended  so  that  the  Secretary  of  the  Treasury,  taking  into 
consideration  the  current  average  market  yield  on  outstanding 
marketable  obligations  of  the  United  States,  would  set  the 
interest  rate. 

The  Armed  Forces  Retirement  Home  Act  of  1991  made  several 
changes  in  financing. 

First,  it  established  in  the  Treasury  of  the  United  States  a 
trust  fund  to  be  known  as  the  Armed  Forces  Retirement  Home  Trust 
Fund.   Currently  there  exists  within  this  fund  separate  accounts 
for  the  USSAH  and  the  USNH.   In  FY  1995  these  separate  accounts 
will  merge  into  one  account. 

Second,  pursuant  to  this  legislation,  the  Secretary  of  the 
Treasury  is  now  authorized  to  invest  in  obligations,  issued  or 
guaranteed  by  the  United  States,  any  monies  in  the  Fund  that  the 
Directors  of  the  Homes  determine  are  not  currently  needed  to  pay 
for  the  operations  of  the  Homes.   Currently,  the  USSAH  has 
approximately  $133,000,000  invested  in  Treasury  notes  and  bills. 

Third,  the  new  law  changed  the  residents'  monthly  fee  to 
include  not  only  a  percentage  of  monthly  retired  pay,  monthly 
compensation  or  pension  paid  by  the  Secretary  of  Veterans 
Affairs,  but  also  to  include  monthly  civil  service  annuities  and 
Social  Security  payments. 

Income  continues  to  consist  of  fines  and  forfeitures, 
monthly  deductions  from  the  pay  of  enlisted  members  and  warrant 
officers,  interest  on  the  fund,  and  residents'  monthly  fees. 
However,  several  factors  are  impacting  on  the  amount  of  income 
being  received  by  the  Home.   Low  interest  rates,  the  declining 
strength  of  the  military  force  as  well  as  the  improved  quality  of 
the  force,  resulting  in  a  lessening  of  monies  received  from  fines 
and  forfeitures,  are  creating  a  decline  in  income.   This 
shortfall  in  income  is  not  being  replaced  by  the  increase 
received  in  residents'  monthly  fees.   In  recognition  of  this 
unfavorable  trend,  the  Armed  Forces  Retirement  Home  Board  and  the 
Department  of  Defense  are  considering  proposals  for  alternative 
financing. 

PHYSICAL  PLANT 

The  USSAH  is  situated  in  northwest  Washington,  D.C.,  2-1/2 
miles  north  of  the  Capitol  on  approximately  325  acres  of  land. 
Facilities  consist  of  98  structures  including  four  large 
dormitories,  a  health  care  complex  with  three  major  buildings,  a 
service  area  of  engineering  and  support  buildings,  and  a  central 
heating  plant  and  laundry.   A  renovation  program  is  proceeding, 
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and  with  heretofore  strong  Congressional  advocacy  and  support, 
the  following  major  accomplishments  have  been  made: 

The  renovation  of  the  Scott  Dormitory,  where  significant 
community  facilities  are  located,  has  been  completed.   The 
major  renovations  included  the  installation  of  central 
air-conditioning  and  the  conversion  from  community  to 
private  baths. 

All  living  areas  of  the  Homes'  residents  have  been  provided 
with  air-conditioning. 

A  new  200-bed  intermediate  care  facility  which  opened  in 
July  1992  provided  much  needed  replacement  health  care  beds. 

The  design  phase  for  the  renovation  of  the  Grant  Dormitory 
is  approximately  65%  complete.   This  project  will  provide 
the  same  living  standards  now  found  in  Scott  and  will 
preserve  the  historic  features  of  the  building. 

OPERATIONS  AND  MAINTENANCE 

During  the  past  three  years,  major  reorganization  efforts 
and  consolidations  in  operations  have  been  implemented  to  reduce 
costs  and  to  maintain  quality  care.   Our  FY  1995  Operations  and 
Maintenance  Budget  request  is  2.2%  ($956,000)  more  than  FY  1994 
Operations  and  Maintenance  appropriation.   This  is  less  than  the 
amount  needed  to  fund  the  FY  1995  mandated  pay  increase,  the 
annualization  of  the  FY  1994  locality  pay  increase,  and  the 
inflation  on  non-salary  accounts.   Therefore,  we  have  found  it 
necessary  to  further  reduce  employment  in  order  to  purchase 
essential  supplies  and  services  to  meet  the  residents'  needs. 
Our  overall  employment  level  has  decreased  from  a  high  of  1,015 
FTE  in  FY  1988  to  our  current  level  of  approximately  865  and  our 
projected  FY  1995  level  of  849. 

The  Home  has  also  had  to  defer  maintenance  on  facilities,  a 
situation  which  will  ultimately  result  in  greater  costs  due  to 
the  unabated  deterioration  of  the  structures. 

We  had  hoped  to  implement  a  new  supply  and  inventory  system 
which  would  provide  an  automated  interface  with  the  accounting 
system  in  FY  1992.   We  have  been  unable  to  do  this  because  of  a 
lack  of  funds  in  each  year  since  FY  1992  and  again  in  FY  1995,  we 
face  the  same  problem.   This  automated  interface  is  required  to 
eliminate  the  need  for  posting  the  receipt  of  material  twice; 
once  in  the  inventory  records  and  the  second  time  in  the 
financial  records.   This  procedure  would  decrease  the  potential 
for  errors  and  increase  inventory  accuracy. 

A  significant  part  of  our  funding  problem  continues  to  be 
that  the  Home  has  become  a  victim  of  the  process  of  Government. 
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Prior  to  FY  1991,  the  Home  had  permanent  authorization.   The 
passage  of  Public  Law  101-189,  November  29,  1989,  required  annual 
authorization  of  the  Home's  appropriations  beginning  with  FY 
1991.   The  authorizations  are  made  by  the  Committees  on  Armed 
Services  of  the  U.S.  House  of  Representatives  and  the  U.S. 
Senate.   The  specific  committees  which  pass  on  the  authorizations 
are  the  Readiness  Subcommittee,  House  Armed  Services  Committee 
and  the  Subcommittee  on  Manpower  and  Personnel,  Senate  Armed 
Services  Committee.   Appropriations  are  made  by  the  Senate  and 
House  Committees  on  Appropriations.   Specifically,  the  Senate  and 
House  Subcommittees  on  Appropriations  for  Labor,  Health  and  Human 
Services,  Education  and  Related  Agencies  review  the  Home's 
budget.   For  the  past  three  years,  the  Defense  Authorization  bill 
has  not  been  passed  when  the  Appropriations  Committees  have 
marked  the  budget.   Because  the  process  requires  that  our  budget 
be  authorized  when  the  House  Subcommittee  on  Appropriations 
marks,  our  budget  has  been  marked  at  the  previous  year's  level. 
The  end  result  has  been  that  the  final  Operations  and  Maintenance 
appropriation  for  FY  1992  was  $771,000  less  than  the  request  and 
the  appropriation  for  FY  1993  was  $1,119,000  less  than  the 
request.   The  Operations  and  Maintenance  appropriation  for  FY 
1994  was  only  $309,000  less  than  the  request,  thanks  to  the  House 
Appropriation  Subcommittee  considering  the  total  request 
(Operations  and  Maintenance  and  Capital  Outlay)  in  arriving  at 
the  previous  years'  appropriation.   This  has  resulted  in  our 
budget  base  in  Operations  and  Maintenance  being  reduced  by 
$2,199,000  over  this  three-year  period.   The  impact  has  been  a 
decline  in  employment  levels  from  917  FTE  in  FY  1991,  882  FTE  in 
FY  1992,  864  FTE  in  FY  1993,  865  in  FY  1994  and  to  849  in  FY 
1995.   The  impact  in  the  non-salary  accounts  has  meant  we  have 
had  to  fund  inflation  and  required  program  growth  at  the  expense 
of  repair  and  maintenance  of  facilities.   The  Congressional 
support  of  the  Home  has  not  wavered,  but  the  Home's  budget  has 
become  a  victim  of  the  process. 

CONCLUSION 

The  Distinguished  Veterans  who  are  residents  of  the  U.S. 
Soldiers'  and  Airmen's  Home  appreciate  the  interest  in  their 
welfare  that  the  Congress  has  taken  over  the  years. 
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ARMED  FORCES  RETIREMENT  HOME 

UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 

WASHINGTON,  D.C.  20317 

EXECUTIVE  SUMMARY 

The  Armed  Forces  Retirement  Home  Act  of  1991  (Public  Law  101- 
510)  incorporated  the  United  States  Soldier's  and  Airmen's  Home  and 
the  United  States  Naval  Home  into  an  independent  establishment  in 
the  Executive  branch  of  the  Federal  Government  to  be  known  as  the 
Armed  Forces  Retirement  Home.  The  mission  of  the  Armed  Forces 
Retirement  Home  (AFRH)  is: 

a.  To  provide  a  continuum  of  care  and  services  in  a  retire- 
ment community  for  retired  and  former  members  of  the 
Armed  Forces,  enabling  them  to  live  among  friends  in  an 
atmosphere  of  personal  dignity,  as  authorized  by  law. 

b.  To  provide  the  highest  guality  of  residential,  social, 
and/or  health  services  to  the  AFRH  residents,  emphasizing 
a  holistic  approach  toward  each  individual  which  stresses 
the  excellence  of  these  services  in  meeting  the  needs  and 
expectations  of  the  current  and  future  residents  of  each 
Home. 

c.  To  retain  the  unique  Service  identity,  atmosphere,  and 
traditions  of  these  historic  institutions. 

The  United  States  Soldiers'  and  Airmen's  Home  fiscal  year  1995 
operation  and  maintenance  request  is  $44,095,000  in  appropriations 
with  reimbursements  of  $230,000  for  a  total  budget  authority  of 
$44,325,000,  an  amount  $959,000  greater  than  its  fiscal  year  1994 
budget  authority  of  $43,366,000  ($43,139,000  in  appropriations). 
The  increase  is  primarily  a  result  of  mandatory  increases  in  pay 
(salaries  and  benefits)  and  allowed  inflation  increases  for  non- 
salary  costs.  The  Home's  fiscal  year  1995  capital  outlay  budget 
request  is  $2,500,000.  These  funds  are  to  be  used  to  continue 
projects  included  in  the  Home's  Restoration  Plan. 
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UNITED  STATES  SOLDIERS'  AND 
AIRMEN'S  HOME 


ARMED  FORCES  RETIREMENT 
HOME  BOARD 


USSAH 
BOARD  OF  TRUSTEES 


DIRECTOR 

MG  Donald  C.  Hilbert, 
USA,  Ret. 


DEPUTY 
DIRECTOR 

COL  John  W.  Gheen 
USA,  Ret. 


ENGINEERING 
DIRECTORATE 

COL  James  L.  Trayers,  Jr. 
USA,  Ret 


MEMBER  SERVICES 
DIRECTORATE 

CMSgt  Norman  T.  Pames, 
USAF,  Ret 


HEALTH  CARE 

SERVICES 
DIRECTORATE 

BG  Paul  D.  Gleason,  MD 
USAF,  Ret. 


SUPPORT 
DIRECTORATE 

COL  Joseph  A.  Ross,  Jr. 
USA,  Ret 


RESOURCE 
MANAGEMENT 
DIRECTORATE 

COL  Robert  J.  Grider, 
USA,  Ret 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  AMD  AIRMEN'S  HOME 


OPERATION  AND  MAINTENANCE 

For  maintenance  and  operation  of  the  United  States  Soldiers' 
and  Airmen's  Home,  to  be  paid  from  the  Armed  Forces  Retirement  Home 
Trust  Fund,  $44,095,000:  Provided,  That  this  appropriation  shall 
not  be  available  for  the  payment  of  hospitalization  of  members  of 
the  Home  in  the  United  States  Army  hospitals  at  rates  in  excess  of 
those  prescribed  by  the  Secretary  of  the  Army  upon  recommendation 
of  the  Board  of  Trustees  and  the  Surgeon  General  of  the  Army. 


CAPITAL  OUTLAY 

For  construction  and  renovation  of  the  physical  plant,  to  be 
paid  from  the  Armed  Forces  Retirement  Home  Trust  Fund,  $2,500,000, 
to  remain  available  until  expended. 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIER'S  AND  AIRMEN'S  HOME 


CAPITAL  OUTLAY 


1993  APPROPRIATION 

a.  Renovate  Heating  Plant/Laundry $5,074,000 

b.  Demolition  of  Mess  Hall  &  Construction 

of  Covered  Walkway 400,000 

c.  Roof  Replacement  for  Btdgs  3,6,89,  &  90 200,000 

d.  Reprogramming  to  ICF 278,000 

TOTAL  $5,952,000 


1994  APPROPRIATION 

a.  Sheridan  Design $3,220,000 

b.  Roofs 380,000 

c.  Utility  Tunnels 530,000 

d.  E.A.  KHC 300,000 

e.  Asbestos  Abatement 500,000 


TOTAL  $4,930,000 


1995  APPROPRIATION  REQUEST 

a.  Renovate  Scott  Kitchen  -  Cooler/Freezer $2,180,000 

b.  Roof  Replacement  for  Bldg  76 320,000 

TOTAL  $2,500,000 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  AND  AIRMEN'S  HOME 

iimiMiY  o>  Changes 

FY94  Appropriation $43,139,000 

Reimbursable  OblgarJons 227,000 

S43.368.000 

FY95  RequesL 44.095.000 

Reimbursable  OblgarJons 230. COO 

44.325.000 

Net  Chang* $959,000 

1994  Currenl  Estimate  Base 
Workyears  Budget 

(FTFei  Authority 

Increases: 

A.  Built-in: 

1.  Mandatory  growth  In  base  payroll  costs. 
Including  periodic  step  Increases,  career 

ladder  promotions.  — 

2.  Annuallzabon  ot  the  FY94  4  23%  OS  locality 

and  2%  W G  pay  raises  lor  one  quarter.  — 

3.  FY95  pay  Increase.  — 

4.  Benefit  increase  due  to  mandatory  FY9S 
pay  Increase.  Increased  FERS  participation. 

and  Increased  health  benefit  costs.  — 

5.  Non- salary  Increases  by  Inflation  rate  of  2.7%. 

Communication,  utilities,  rents 1.485.000 

Printing  and  Reproduction 5.000 

Other  Services 3.780,000 

Supplies  and  materials 4,851.000 

Equipment 27.000 

Claims 4,000 

8.  Increases  due  to  program  changes 

Printing  and  reproduction 

Supplies  &  materials  (subsistence  and  shop  supplies) 

Equipment  requirements 

Claims 

7.  Reimbursable  obligations 227,000 

TOTAL  BUILT-IN  INCREASES 
Decreases: 
A.  Bum- In: 

1.  Reduction  In  FTE'S 865 

2.  Decrease  In  travel  of  persons 27.000 

3.  Decrease  In  communications,  utilities,  rents 

4.  Decrease  in  other  services  contracts 

TOTAL  BUILT-IN  DECREASES 

NET  CHANGE 


Change  from  Base 


Workyears 
(FTE's) 


16 


16 


Budget 
Authority 


$188,910 

275,000 
445.000 

163.000 

40.095 

135 

102.060 

130,977 

729 

108 

1.865 

271.023 

16.271 

892 

3.000 

1.639.065 


(632.910) 

(3.000) 

(2.095) 

(42.060) 

(680.065) 

«»s»ooo 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 

OBLIGATIONS   BY  OBJECT  CLASSIFICATION 


Personnel  compensation: 

Full-time  permanent 

Other  than  full-time  permanent 

Other  personnel  compensation 

Total  personnel  compensation 

Personnel  benefits: 

Civilian  personnel  benefits 

Benefits  for  former  personnel 

Travel  and  transportation  of  persons 

Transportation  of  things 

Rental  payments  to  others 

Communications,  utilities  and  other  rents.. 

Printing  and  reproduction 

Other  services 

Supplies  and  materials 

Equipment 

Claims 

Total  Net  Obligations  (O&M) 

Reimbursable  Obligations  (O&M)  ** 

Total  Direct  Obligations  (O&M) 

Capital  Outlay 

TOTAL  OBLIGATIONS 

TOTAL  ACTUAL  FTE's 


1993 
ACTUAL 

$23,052,000 
1,452,000 
1,388,000 


$42,103,000 

205,000 

42,308,000 

5,952,000 

$48,260,000 

864 


AUTHORIZED  FTE's  947 

*  Net  of  $14,000  unobligated  balance  lapsed. 
**  Reimbursables  used  to  offset  salaries. 


1994 
ESTIMATE 

$23,922,000 
1,505,000 
1,443,000 


1995 
ESTIMATE 

$24,168,000 
1,520,000 

1,458,000 


$43,139,000 

227,000 

43,366,000 

4,930,000 

$48,296,000 

865 

933 


$44,095,000 
230,000 


44,325,000 


^500,000 

$46,825,000 

849 

912 


Increase 

or 
Decrease 

$246,000 
15,000 
15,000 


$25,892,000 

$26,870,000 

$27,146,000 

$276,000 

5,844,000 

6,060,000 

6,223,000 

163,000 

50,000 

20,000 

20,000 

0 

26,000 

27,000 

24,000 

(3,000) 

16,000 

10,000 

10,000 

0 

34,000 

0 

0 

0 

1,440,000 

1,485,000 

1,523,000 

38,000 

7,000 

5,000 

7,000 

2000 

3,604,000 

3,780,000 

3,840,000 

60,000 

4,881 ,000 

4,851 ,000 

5,253,000 

402000 

275,000 

27,000 

44,000 

17,000 

34.000 

4,000 

5,000 

1,000 

$956,000 

3,000 

959,000 

(2430,000) 

($1,471,000) 

(16) 

(21) 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 

PERSONNEL  SUMMARY 


INCREASE 

1993 

1994 

199S 

OR 

ACTUAL 

EST. 

EST. 

DECREASE 

TOTAL  COMPENSABLE  WORKYEARS: 

Full-time  equivalent  employment 864  865  849  16- 

Full -time  equivalent  of  overtime  &  holiday  hours.  24  24  24  0 

AUTHORIZED: 

Full-time  equivalent  employment 947  933  912  21- 


GRADE 

FY  1993 

AD  (OFFICERS) 

7 

SUBTOTAL 

7 

GS/GM 

15 

1 

14 

16 

13 

20 

12 

28 

11 

53 

10 

18 

9 

54 

8 

19 

7 

37 

6 

65 

5 

63 

4 

75 

3 

1 

2 

0 

1 

0 

SUBTOTAL 

450 

WG 

12 

0 

11 

6 

10 

36 

9 

9 

8 

20 

7 

16 

6 

12 

5 

29 

4 

9 

3 

58 

2 

45 

1 

0 

SUBTOTAL 

240 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  AND  AIRMEN'S  HOME 
DETAIL  OF  PERMANENT  POSITIONS 


FY  1994  FY  1995 

7  7 

7  7 


1  1 

16  16 

20  20 

28  28 

53  53 

18  18 

54  54 

19  19 
37  37 
65  65 
63  63 
75  75 

1  1 

0  0 

0  0 

450  450 


0  0 

6  6 

36  36 

9  9 

20  20 

16  16 

12  12 

29  29 

9  9 

58  58 

45  45 

0  0 

240  240 


Average  AD  salary:  $82,949 
Average  GS/GM  grade:  7.78 

Average  GS/GM  salary  $32,232 
Average  WG  grade:  5.40 

Average  WG  salary  $1 1.71  per  hour 

9-A 
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GRADE 


FY  1993 


FY  1994 


FY  1995 


WL 


12 
11 
10 
9 
8 
7 
6 
5 
4 
3 
2 
1 


0 
0 
4 

1 
6 
0 
1 
2 
0 
3 
7 
0 


0 
0 
4 

1 
6 
0 
1 
2 
0 
3 
7 
0 


0 
0 

4 
1 
6 
0 
1 

2 
0 
3 
7 
0 


SUBTOTAL 


24 


24 


24 


WS 


12 
11 
10 
9 
8 
7 
6 
5 
4 
3 
2 
1 


2 

0 

3 

12 

8 

1 
2 
1 
5 

4 

1 
0 


2 

0 

3 

12 

8 

1 
2 
1 
5 
4 
1 
0 


2 
0 
3 
12 
8 
1 
2 
1 
5 
4 
1 
0 


SUBTOTAL 


39 


39 


39 


WD 


SUBTOTAL 


XP 


8 

7 


SUBTOTAL 


WL  grade: 
WL  wage: 
WS  grade: 
WS  wage: 
WD  grade: 
WD  wage: 
XP  grade: 
XP  wage: 


Average 
Average 
Average 
Average 
Average 
Average 
Average 
Average 


5.89 
$13.38  per  hour 

7.28 
$18.29  per  hour 

7.00 
$19.42  per  hour 

7.50 
$14.66  per  hour 

9-B 
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RADE 

FY  1 992 

N         / 

15 

2 

14 

0 

13 

7 

12 

34 

11 

2 

10 

25 

9 

3 

8 

4 

7 

5 

6 

0 

5 

14 

4 

13 

3 

8 

2 

0 

1 

0 

SUBTOTAL 

117 

FY  1 993 

FY  1 994 

2 

2 

0 

0 

7 

7 

34 

34 

2 

2 

25 

25 

3 

3 

4 

4 

5 

5 

0 

0 

14 

14 

13 

13 

8 

8 

0 

0 

0 

0 

117  117 


Average  AN*  grade:  8.90 

Average  AN  wage:  $7.45  per  hour 


'Member  Employee 


9-C 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  AND  AIRMEN'S  HOME 

OPERATIONS  &  MAINTENANCE 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 


Appropriation 

Offsetting  Collections 

Gross  Budget  Authority 

Unobligated  balance, 

lapsing 14,000 

Total  Obligations  $42,307.594 

Source  of  Offsetting  Collections 

Quarters  Rent $88,470 

Subsistence  Est.  Collections..  60,227 

Smithsonian  Lease 52,902 

Misc 2,995 

Total  Offsetting  Collections $204,594 


1993 

1994 

1995 

Actual 

Appropriation 

Estimate 

$42,117,000 

$43,139,000 

$44,095,000 

204,594 

227,000 

230,000 

42,321 ,594 

43,366,000 

44,325,000 

$43.366.000 


$44.325.000 


$110,348 

$112,980 

60,750 

61,118 

52,902 

52,902 

3,000 

3,000 

$227.000 


$230,000 


10 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  A  AIRMEN'S  HOME 


APPROPRIATIONS  HISTORY  1982-  1994 


BUDGET  APPROPRIATION 

FISCAL  EST.  TO  HOUSE  SENATE  FINAL 

YEAR     DESCRIPTION    CONGRESS       AUTHORIZED*     ALLOWANCE  ALLOWANCE         SUPP-L         TRANSFERS   APPROPRIATION 

1902  OAM  23.82S.OOO  23.825.000  23.82S.000  590.000  24.421.000 

953.000 

1983 

1984  OAM  29.524.000  30.924.000  30.924.000  382.000  31.288.000 

4. 550. 000 

33.278.000 
9.400.000 

33.198.000 
13.114.000 

34.979.000 
15.284.000 

35.879.000 
15.445.000 

37.248.000 
14.820.000 

38.745.000 
9.375.0O0 

40.581.000 
11.223.000 

41.352.000 
4.220.000 

42.117.000 
5.952.000 

43.139.000 
4.930.000 


OtM 
CO 

23.825.000 

23.825.000 

23.825.000 

596.000 
953.000 

OAM 

26.718.000 

28.718.000 

26.718.000 

341.000 

OAM 
CO 

29.524.000 
1.250.000 

30.924.000 
4.550.000 

30.924.000 
4.550.000 

382.000 

OAM 
CO 

32.352.000 
5.000.000 

32.352.000 
9.000.000 

32.352.000 
9.400.000 

324.000 

OAM 
CO 

32.654.000 
4.000.000 

33.276.000 
15.000.000 

33.508.000 
10.500.000 

1.241.000 
(1.241.000) 

OAM 
CO 

34.022.000 
4.485.000 

34.022.000 
15.000.000 

34.022.000 
16.241.000 

957.000 
(957.000) 

OAM 
CO 

37.080.000 

36.647.000 

38.303.000 
16.132.000 

OAM 
CO 

36.843.000 
13.215.000 

37.657.000 
15.000.000 

37.700.000 
15.000.000 

OAM 
CO 

37.573.000 
8.500.000 

39.0O0.0O0 
8.500.000 

39.573.000 
10.250.000 

OAM 
CO 

38.249.000 
8.500.000 

41.583.000 
11.500.000 

Delsr 
Deter 

41.583.000 
11.500.000 

OAM 
CO 

42.123.000 
4.220.000 

42.123.000 
4.220.000 

40.581.000 
4.220.000 

42.123.000 
4.220.000 

OAM 
CO 

43.236.000 
7.174.000 

44.007.000 
7.174.000 

40.938.000 
4.178.000 

42.457.000 
6.000.000 

OAM 
'CO 

43.448.000 
4.930.000 

45.352.000 
4.930.000 

43.139.000 
4.930.000 

43.139.000 
4.930.000 

'Prior  (o  1991  authorization  was  permanent. 


li 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 

STAFFING  HISTORY 


FISCAL 
YEAR 


1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 

1994  Est. 

1995  Est. 


SALARIES  & 

BENEFITS 

($000) 

FTE's 

$18,301 

931 

20,964 

988 

23,193 

996 

23,894 

1,015 

25,508 

1,015 

26,923 

1,015 

27,891 

994 

28,997 

971 

29,795 

917 

31 ,064 

882 

31 ,991 

864 

33,177 

865 

33,619 

849 

12 


/ 
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ARMED  FORCES  RETIREMENT  HOME 

UNITED  STATES  SOLDIERS'  AND  AIRMEN'S  HOME 

TOTAL  HOME 

FISCAL  YEAR  1995  BUDGET  REQUEST 


The  Home's  mission  of  providing  a  continuum  of  care  to  its  residents  is  accomplished  under 
operational  oversight  of  the  Board  of  Trustees  and  policy  oversight  of  the  Armed  Forces  Retirement 
Home  Board,  the  Office  of  the  Director,  and  five  functional  directorates.  Summary  of  the  Home's 
funding  is  shown  below. 


TOTAL  OBLIGATIONS  BY  OBJECT  CLASS 


FY  1993 
ACTUAL 


FY  1994 
EST 


PC  1995 
EST 


INCREASE 
(DECREASE) 


NUMBER  OF  FTE 

11  PERSONNEL  COMPENSATION 

12  PERSONNEL  BENEFITS 

13  BENEFITS.  FORMER  PERSONNEL 

21  TRAVEL 

22  TRANSPORTATION  OF  THINGS 

23  COMMUNICATIONS.  UTILITIES: 
ELECTRICITY 

GAS 

TELEPHONES 

OTHER 

24  PRINTING  AND  REPRODUCTION 

25  OTHER  SERVICES: 
ROUTINE  MAINTENANCE 
OPERATIONAL  CONTRACTS 
MEDICAL  CONTRACTS 
OTHER 

26  SUPPLIES  AND  MATERIALS: 
FUEL  OIL 
SUBSISTENCE 
PHARMACY 

OTHER 
31    EQUIPMENT 
42   CLAIMS 

TOTAL  OBLIGATIONS 

REIMBURSABLE  OBLIGATIONS  (OiM|- 

BUDGET  REQUEST 

CAPITAL  OUTLAY 

GRAND  TOTAL 


(16) 


t25.892.542 

$26,870,847 

$27,146,421 

$275,574 

5.202.745 

5.460.863 

5.623.882 

163.019 

691.483 

618.643 

618.643 

0 

25.878 

26.624 

24.039 

(2.565) 

15.619 

9.664 

9.925 

261 

0 

0 

0 

0 

1.214.944 

1.216.183 

1.249.020 

32.837 

29.882 

26.387 

25,788 

(599) 

165.362 

180.584 

185.460 

4.876 

63.617 

61.963 

63.229 

1.246 

7.065 

5.124 

6.776 

1.652 

0 

0 

0 

0 

279.670 

186.328 

250.696 

64.368 

2.911.968 

3.132.722 

3.120.079 

(12.843) 

371.764 

422.557 

427.391 

4.834 

40.920 

38.405 

41.826 

3.421 

0 

0 

0 

0 

746.028 

792.566 

811.993 

19.425 

2.257.522 

2.215.342 

2.340.193 

124.651 

614.260 

801.416 

526.263 

(275.153) 

1.062.794 

1.041.834 

1.574.063 

532.249 

274.957 

26.926 

43.812 

16.886 

33.760 

4.000 

S.461 

1.481 

$42,103,000  • 

$43,139,000 

$44,095,000 

$956,000 

204.594 

227.000 

230.000 

$3,000 

$42,307,594  • 

$43,366,000 

$44,325,000 

$959,000 

5.952.000 

4.930.000 

2.500.000 

(2.430.000) 

$46,259,594  • 

$48,296,000 

$46,825,000 

($1,471,000) 

'Net  of  $14,456  unobligated  balance  lapsed 
**  Reimbursable!  u»ed  to  olfaet  aalarte* 
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BOARD  OF  TRUSTEES 
U.S.  SOLDIERS'  AND  AIRMEN'S  HOME 

Chair/Chief  Personnel  Officer 

Lieutenant  General  Billy  J.  Boles,  USAF,  Deputy  Chief  of  Staff,  Personnel 

Chief  of  Engineers 

Lieutenant  General  Arthur  Williams,  USA,  CE 

Retirement  Home  Expert 

Dr.  Richard  D.  Reichard,  Executive  Director,  National  Lutheran  Home 

Gerontologist 

Dr.  L.  Gregory  Pawlson,  Chairman,  HCS,  George  Washington  University  Medical  Center 
Compensation:  $921.12 
Service  Expert,  Financial  Management 

Brigadier  General  Allen  D.  Hunger,  Deputy  Assistant  Secretary  of  the  Air  Force  (Budget) 

Department  of  Veterans  Affairs 

Mr.  Timothy  B.  Williams,  Director,  Washington  VA  Medical  Center 

Resident  Advisory  Council 

Mr.  Robert  J.  Woolsey,  Home  Member 
Compensation:   $92 1.12 

Retiree  Advisory  Council 

Senior  Master  Sergeant  George  E.  Anson,  Jr.,  USAF,  Retired 
Compensation:   $921.12 

Senior  Noncommissioned  Officer 

Sergeant  Major  of  the  Army  Richard  A.  Kidd,  USA 

Military  Hospital 

Major  General  Ronald  Blanck,  USA,  Commander,  Walter  Reed  Army  Medical  Center 

Judge  Advocate  General 

Major  General  Nolan  Sklute,  USAF,  The  Judge  Advocate  General 

Director,  USSAH 

Major  General  Donald  C.  Hilbert,  USA,  Retired 

Commander,  US  Army  Community  and  Family  Support  Center 

Brigadier  General  John  G.  Meyers,  Jr,  USA 

Senior  Noncommissioned  Officer/ Alternate  Service 

Chief  Master  Sergeant  of  the  Air  Force  Gary  R.  Pfingston,  USAF 
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ARMED  FORCES  RETIREMENT  HOME  BOARD 

Chair/Gerontologist 

Dr.  Dennis  W.  Jahnigen,  Chairman,  Univ  of  CO  Health  Sciences  Center 

Vice  Chair/Retirement  Home  Expert 

Mr.  Robert  B.  Armstrong,  CEO  Norway  Convalescent  Center 

Gerontologist 

Dr.  Terrie  T.  Wetle,  Director  of  Research,  Braceland  Center  for  Mental  Health  and  Aging 

Retirement  Home  Expert 

Vacant 

Deputy  Assistant  Secretary  of  Defense  (Personnel  Support,  Families  &  Education) 

Ms.  Carolyn  H.  Becraft 

Department  of  Defense  Comptroller  Representative 

Mr.  Charles  T.  Harris 

Department  of  Defense  Health  Affairs  Representative 

Dr.  John  F.  Mazzuchi 

Department  of  Defense  General  Counsel  Representative 

Mr.  Forrest  S.  Holmes 

Deputy  Chief  of  Staff,  Personnel,  Department  of  the  Army 

Lieutenant  General  Thomas  P.  Carney 

Chief  of  Naval  Personnel 

Vice  Admiral  Ronald  J.  Zlatoper 

Chief  Master  Sergeant  of  the  Air  Force 

CMSAF  Gary  R.  Pfmgston 

Sergeant  Major  of  the  Marine  Corps 

Sergeant  Major  Harold  G.  Overstreet 

Office  of  Management  and  Budget  Representative 

Vacant 

Representative,  Service  Retiree  Council 

(Chief  Master  Sergeant  Vincent  J.  Miller  has  been  nominated  to  SecDef  to  fill  vacancy) 


15-A 
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ARMED  FORCES  RETIREMENT  HOME  BOARD 

Representative,  Department  of  Veterans  Affairs 

Ms  Marsha  Goodwin 

Representative,  Department  of  Health  and  Human  Services 

Dr.  Peter  E.M.  Beach 

Chair,  USSAH  Board  of  Trustees 

Lieutenant  General  Billy  J.  Boles,  USAF,  DCSPER 

Director,  USSAH 

Major  General  Donald  C.  Hilbert,  USA,  Retired 

Chair,  USNH  Board  of  Trustees 

Master  Chief  Petty  Officer  of  the  Navy  Retired  Robert  J.  Walker 

Director,  USNH 

Mr.  F.  Michael  Fox 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 

EXECUTIVE  SUMMARY  AND  NARRATIVE  JUSTIFICATION 


This  summary  furnishes  information  on  the  Home  which  was 
requested  for  the  subcommittee's  consideration  of  the  fiscal 
year  (FY)  1995  budget.   Under  the  provision  of  Public  Law 
101-510,  Title  XV,  (The  Armed  Forces  Retirement  Home  Act  of 
1991)  the  United  States  Naval  Home  and  United  States  Soldiers' 
and  Airmen's  Home  are  branches  of  the  Armed  Forces  Retirement 
Home.    Each  facility  is  maintained  and  operated  as  a  separate 
establishment  for  administrative  purposes. 


MISSION 

The  United  States  Naval  Home  was  established  by  Congress  in 
1832  to  provide  an  honorable  and  comfortable  Home  for  old  and 
disabled  officers  and  enlisted  members  of  the  Navy  and  Marine 
Corps,  and  the  Coast  Guard  while  operating  as  part  of  the  Navy, 
who  were  entitled  to  benefits  of  the  institution.  In  the 
past,  both  Officer  and  Enlisted  personnel  have  been  admitted  to 
the  Home. 

Public  Law  101-510,  Armed  Forces  Retirement  Home  Act  1991, 
changed  the  eligibility  criteria  to  persons  who  served  as 
members  of  any  branch  of  the  Armed  Forces,  at  least  half  of 
whose  service  was  not  active  commissioned  service,  (officers 
no  longer  eligible)  and  who  meet  the  following  qualifications: 

(1)  persons  60  years  of  age  or  over  and  were  discharged  under 
honorable  conditions  after  20  or  more  years  of  active  service, 

(2)  persons  who  are  determined  under  rules  prescribed  by  the 
Retirement  Home  Board  to  be  incapable  of  earning  a  livelihood 
because  of  a  service-connected  disability  incurred  in  the  line 
of  duty  in  the  Armed  Forces,  (3)  persons  who  served  in  a  war 
theater  during  a  war  declared  by  Congress  or  were  eligible  for 
hostile  fire  special  pay  under  section  310  of  title  37,  United 
States  Code;  were  discharged  or  released  from  service  in  the 
Armed  Forces  under  honorable  conditions  and  are  determined  under 
rules  prescribed  by  the  Retirement  Home  Board  to  be  incapable  of 
earning  a  livelihood  because  of  injuries,  disease,  or 
disability,  (4)  persons  who  served  in  a  women's  component  of  the 
Armed  Forces  before  the  enactment  of  the  Women's  Armed  Forces 
Services  Integration  Act  of  1948  and  are  determined  under  rules 
prescribed  by  the  Retirement  Home  Board  to  be  eligible  because 
of  compelling  personal  circumstances. 

Resident  of  the  Home  shall  receive  the  services  authorized 
by  the  Retirement  Home  Board  .  The  Home  shall  provide  for  the 
overall  health  care  needs  of  residents  in  a  high  quality  and 
cost  effectivei manner,  including  on  site  primary  care,  medical 
care,  and  a  continuum  of  long-term  care  services.  Secondary  and 
tertiary  hospital  care  for  residents  that  is  not  available  at 
the  Home  shall  be  obtained  through  agreements  with  facilities 
administered  by  the  Secretary  of  Veterans  Affairs  or  the 
Secretary  of  Defense  or  at  private  facilities.   The  Home  may  not 
construct  an  acute  care  facility. 
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ADMINISTRATION 

Boards:  The  Armed  Forces  Retirement  Home  Board  is 
established  to  exercise  policy  oversight  over  the  Retirement 
Home  and  oversee  the  activities  of  the  local  Board  of  Trustees. 
The  local  Board  of  Trustees  exercises  operational  oversight  over 
the  branch  Home. 

Staff:  The  Director  the  United  States  Naval  Home  is 
responsible  for  the  day  to  day  operation  of  the  facility, 
including  the  acceptance  of  applicants  to  be  residents  of  the 
Home.  The  Director  is  assisted  by  a  staff  of  civil  service 
personnel. 

Inspection:  An  Inspection  of  the  Home  will  be  made  every 
three  years  alternating  between  the  Inspector  General  of  the 
Department  of  Defense  and  Inspector  General  of  the  Navy. 

PHYSICAL  PLANT 

As  a  Continuing  Care  Retirement  Community,  the  Home  is 
comprised  of  three  distinct  phases  of  residential  living: 
Independent  living,  assisted  living,  and  skilled  nursing  care. 
About  75  percent  of  the  population  is  of  the  independent 
category.  This  full  service  retirement  living  is  offered  on  a  38 
acre  site  on  the  shore  of  the  Gulf  of  Mexico  at  Gulf port, 
Mississippi.   Eight  acres  are  currently  occupied  by  buildings, 
roads  and  parking  lots,  and  the  remaining  are  landscaped.   There 
are  10  principal  buildings  ranging  in  age  from  1  to  70  years 
old.   The  dormitory  building  is  an  11  story  high  rise  capable  of 
housing  540  residents  in  individual  rooms.   It  also  houses  the 
following  support  functions:  Health  Care  (including  a  40  bed 
skilled  nursing  complex) ,  laboratory,  dental  clinic,  barber  and 
beauty  shops,  Navy  Exchange  store,  2-lane  bowling  alley, 
180-seat  movie  theater,  post  office,  laundry  distribution  room, 
bank,  library,  game  room,  ball  room,  lounge,  snack  bar,  full 
service  kitchen  and  dining  room,  administration,  security, 
social  work,  resident  affairs  and  recreation  offices.   The 
remaining  buildings/structures  are  used  to  support  Home 
functions  such  as  public  works,  logistics,  religious  programs, 
security,  warehousing,  recreation  and  five  staff  housing  units. 

FINANCING 

Funding  is  authorized  from  the  balance  in  the  Armed  Forces 
Retirement  Home  Trust  Fund.  Income  to  the  trust  fund  consists  of 
fines  and  forfeitures  resulting  from  non-judicial  punishment  and 
court  martial,  a  monthly  deduction  of  fifty  cents  from  each 
service  member  eligible  for  the  Home,  interest  earned  through 
investment  of  the  balance  of  the  trust  fund,  and  residents' 
monthly  fees.   The  resident's  fee  is  a  deduction  of  twenty  five 
percent  of  all  federally  derived  income  which  includes  military 
retirement  payment,  compensation  or  pension  paid  by  the 
Secretary  of  Veterans  Affairs,  civil  service  annuities  and 
Social  Security  payment.    The  fee  is  paid  monthly  be  each 
resident. 
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UNITED  STATES  NAVAL  HOME 
GULFPORT,  MISSISSIPPI 


APPROPRIATIONS  LANGUAGE 


UNITED  STATES  NAVAL  HOME 
OPERATION  AND  MAINTENANCE 

FOR  THE  OPERATION  AND  MAINTENANCE  OF  THE  UNITED  STATES  NAVAL 
HOME,  TO  BE  PAID  FROM  FUNDS  AVAILABLE  TO  THE  NAVAL  HOME  IN  THE 
ARMED  FORCES  RETIREMENT  HOME  TRUST  FUND,  $11,045,000. 
(DEPARTMENTS  OF  LABOR,  HEALTH  AND  HUMAN  SERVICES  AND  EDUCATION, 
AND  RELATED  AGENCIES  APPROPRIATION  ACT,  1994) 


UNITED  STATES  NAVAL  HOME 
CAPITAL  PROGRAM 

FOR  CONSTRUCTION  AND  RENOVATION  OF  THE  PHYSICAL  PLANT  TO  BE 
PAID  FROM  FUNDS  AVAILABLE  TO  THE  NAVAL  HOME  IN  THE  ARMED  FORCES 
RETIREMENT  HOME  TRUST  FUND,  $406,000  TO  REMAIN  AVAILABLE  UNTIL 
EXPENDED.  (DEPARTMENTS  OF  LABOR,  HEALTH  AND  HUMAN  SERVICES  AND 
EDUCATION,  AND  RELATED  AGENCIES  APPROPRIATION  ACT,  1994.) 
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UNITED  STATES  NAVAL  HOME 
GULFPORT,  U1SSISSIPPI 

BUDGET  AUTHORITY  BY  ACTIVITY 


'P£5*IIQNS.AN0_UAlt!IEHANC| 

.  UANAGEUENT  AND  ADMINISTRATE 
SUPPORT 

!.  GERONTOLOGICAL  SERVICES 

!.  MAINTENANCE  AND  SECURITY 
OF  REAL  PROPERTY 

4.  fOOO  SERVICE 

5.  MORALE,  WELFARE  AND 
RECREATION  ACTIVITIES 

TOTAL  OSM 

CAPITAL  PROJECTS 


FY.1993 

FULL-TIME 
EQUIVALENT 
EMPLOYMENT   AMOUNT 


FY  1994 


FY  1995 


FULL-TIME  FULL-TIME 

EQUIVALENT  EQUIVALENT 

EMPLOYMENT   AMOUNT    EMPLOYMENT 


AMOUNT 


_1NCHEASES_0H. 

FULL-TIME 

EQUIVALENT 

EMPLOYMENT 


DECREASES 


AMOUNT 


34 

$  2,123,000 

31 

8  2,136,000 

30- 

J  2,258,000 

-     1 

*  $122,000 

74 

3,304,000 

74 

3,324,000 

74 

3,876,000 

0 

t    552,000 

50 

3,247,000 

50 

3,204,000 

47 

2,725,000 

-    3 

-    479,000 

10 

1,560,000 

10 

1,570,000 

10 

1,589,000 

0 

*      19,000 

J3 

54^000 

__13 

|      541x000 

__L3 

597J00 

0 

t 56^.000 

141 

(10,775,000 

.i?8 

UJL7_7_5_iO00 

174 

(11,045,000 

_1_4 

L12IL000 

_8 

i 473J00 

0 

i      473J00 

_„ 2 

I      406,000 

0 

:-$JL000 
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CAPITAL  PROJECTS 

FY  1994  APPROPRIATION 
FY  1995  ESTIMATE 

NET  CHANGE 


$   473,000 

S   406,000 

-  $    67,000 


1994  CURRENT  BASE 
WORKYEARS  BUDGET 
fFTES)     AUTHORITY 


BUILT  IN: 
PROGRAM : 


CHANGE  FROM  BASE 
WORKYEARS   BUDGET 
fFTES )         AUTHORITY 


1.  INFLATION 
INCREASE 

APPROVED  CAPITAL  PROJECTS  BY  PRIORITY: 


1.  DESIGN  TO  REPLACE  CHILLERS,  HVAC  SYSTEM  (BLDG  1) :  ' 
THE  NAVAL  HOME  HAS  A  CRITICAL  NEED  TO  BEGIN  THE 
PROCESS  OF  REPLACING  THE  CHILLERS  FOR  THE  HEATING, 
VENTILATION  AND  AIR  CONDITIONING  PLANT  OF  THE  MAIN 
BUILDING  BY  FISCAL  YEAR  1995.   THE  AGE  OF  THE 
EQUIPMENT  IS  BECOMING  A  SERIOUS  PROBLEM,  PARTS  ARE 
INCREASINGLY  DIFFICULT  TO  OBTAIN  BECAUSE  THE 
MANUFACTURER  NO  LONGER  EXISTS.   THE  18  YEAR  OLD 
EQUIPMENT  IS  EXPERIENCING  MAJOR  CORROSION  AND 
DETERIORATION  PROBLEMS  AND  REPAIRS  ARE  BECOMING  MORE 
DIFFICULT  AND  COST  PROHIBITIVE.  IN  ACCORDANCE  WITH 
THE  OZONE  PROTECTION  LAW  THE  REFRIGERANT  USED  IN  THIS 
SYSTEM  IS  TO  BE  PHASED  OUT  OF  PRODUCTION  IN  THE 
1994/1995  TIME  FRAME  AND  AS  TIME  PROGRESSES  THE 
AVAILABILITY  OF  THIS  REFRIGERANT  WILL  BE  INCREASINGLY 
LIMITED  AND  BECOME  EXTREMELY  EXPENSIVE.   WHEN  THIS 
REFRIGERANT  IS  NO  LONGER  AVAILABLE  THE  REPLACEMENT 
REFRIGERANTS  PRESENTLY  BEING  MANUFACTURED  CANNOT  BE 
USED  IN  THE  SYSTEM,  THE  REFRIGERANT  AND  SYSTEM  MUST 
BE  MATCHED. 
ACTUAL  REPLACEMENT  IS  PLANNED  FOR  FISCAL  YEAR  1996. 


$   63,000 


2.   REPAIR  HVAC  SYSTEM  (BLDG  1): 

INCLUDES  REPLACEMENT  OF  DETERIORATED  HEATING  AND 
COOLING  COILS  AND  COIL  SUPPORTS  FOR  12  AIR  HANDLING 
UNITS.   DETERIORATION  INCLUDES  COMPLETE  RUST  THROUGH 
OF  THE  COIL  FRAMES  AND  SEVERE  RUSTING  OF  STRUCTURAL 
SUPPORTS.   ADDITIONALLY,  THE  EXHAUST  VENTILATION 
SYSTEM  DOES  NOT  PERFORM  AS  DESIGNED  AND  CANNOT  BE 
BALANCED.  DESIGN  FOR  THIS  PROJECT  HAS  BEEN  FUNDED  AND 
AWARDED. 


TOTAL  CAPITAL  PROJECTS 


343.000 
$  406,000 
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UNITED  STATES  NAVAL  HOME 
GULFPORT,  MISSISSIPPI 

SUMMARY  OF  CHANGES 


OPERATIONS  AND  MAINTENANCE 
FY  1994  APPROPRIATION 
FY  1995  ESTIMATE 
NET  CHANGE 


INCREASES: 

A.   BUILT  IN: 


1.  MANDATORY  GROWTH 
IN  PAYROLL  COSTS, 
INCLUDING  EFFECT  OF 
1.6%  FEDERAL  PAY 
RAISE  EFFECTIVE 
JANUARY  1995,  STEP 
INCREASES  AND  COSTS 
FOR  NEW  EMPLOYEES 
HIRED  UNDER  THE 
FEDERAL  EMPLOYEES 
RETIREMENT  SYSTEM 
ACT  OF  198  6. 

2.  INFLATION 
INCREASE  (2.3%) 

PROGRAM : 

1.  EFFECT  OF 
REDUCTION  OF  4 
FTES,  INCLUDING 
SALARY  AND  FRINGE 
BENEFIT  COSTS. 

2 .  REDUCTION  IN 
NUMBER  OF  CONTRACTS 
SCHEDULED  FOR  1995. 

NET  CHANGE 


1994  CURRENT  BASE 


$10,775,000 
$11,045,000 
+  $    270,000 
CHANGE  FROM  BASE 


WORKYEARS 
(FTES) 


BUDGET 
AUTHORITY 


WORKYEARS 
(FTES) 


178 


$  6,411,000 
4,364,000 


174 


BUDGET 
AUTHORITY 


+  $556,000 
+   452,000 


-  117,000 

-  621,000 
+  $270.000 


627 


UNITED  STATES  NAVAL  HOME 
GULFPORT,  MISSISSIPPI 


TOTAL  OBLIGATIONS  O&M  BY  OBJECT  CLASSIFICATION 

INCREASE  OR 
1993 1994 1995 DECREASE 

TOTAL,  PERSONNEL 

COMPENSATION $  4,968,000  $  5,076,000  $  5,638,000  +  $562,000 

PERSONNEL  BENEFITS 1,229,000  1,280,000  1,446,000  +   166,000 

BENEFITS  FOR  FORMER 

PERSONNEL 0  0  0            0 

TRAVEL  AND  TRANSPORTATION 

OF  PERSONS 104,000  116,000  119,000  +     3,000 

COMMUNICATIONS,  UTILITIES, 

AND  OTHER  RENTS 664,000  634,000  684,000  +    50,000 

PRINTING  AND  REPRODUCTION  21,000  22,000  23,000  +     1,000 

OTHER  SERVICES 2,772,000  2,805,000  2,184,000  -   621,000 

SUPPLIES  AND  MATERIALS..  1,269,000  842,000  951,000  +   109,000 

EQUIPMENT hPj; Z<tz -0-    -     -0- 

TOTAL  OBLIGATIONS  O&M    *$11.027.000  $10.775.000  $11.045.000  +  $270,000 
*  BALANCE  CARRIED  FORWARD  FROM  FY  92  WHICH  WAS  A  TWO  YEAR  APPROPRIATION 


94BABYOC.WPF 
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UNITED  STATES  NAVAL  HOME 
GULFPORT,  MISSISSIPPI 

DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 


ACCOUNT:  U.S.  NAVAL  HOME 


1993 

ACTUAL 


1994 

ESTIMATE 


1995 

ESTIMATE 


Executive  level  I  through  V. 

ES-1  through  ES-6 

SL 

GS-15 

GS-14 

GS-13 

GS-12 

GS-11 

GS-10 

GS-9 

GS-8 

GS-7 

GS-6 .  ... 

GS-5 

GS-4 

GS-3 

GS-2 

GS-1 

Subtotal 

WG/WL/WS/WD 

Authorized  full  time 
eguivalent 

Full  time  equivalent 
Actual 


1 

2 

2 

3 

4 

4 

3 

3 

3 

10 

.. 

11 

11 

8 

7 

7 

0 

0 

0 

14 

15 

15 

0 

0 

0 

7 

6 

6 

19 

19 

18 

24 

31 

30 

38 

41 

41 

3 

0 

0 

0 

0 

0 

0 

0 

0 

130 

139 

137 

36 

35 

34 

181 

178 

174 

174 

178 

174 

16.00 

16. 

00 

16. 

00 

$82,478 

$85 

,019 

$86 

,720 

6.78 

6. 

82 

6. 

86 

$27,229 

$28 

,076 

$30 

,106 

Average  SL  level 
Average  SL  salary 
Average  GS  grade 
Average  GS  salary 
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UNITED  STATES  NAVAL  HOME 
GULFPORT,  MISSISSIPPI 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 


OPERATIONS  AND  MAINTENANCE 

APPROPRIATION 

TOTAL  OBLIGATIONS 

RECOVERY  OF  PRIOR 

YEAR  OBLIGATIONS  0 

UNOBLIGATED  BALANCE 

EXPIRING  -252.000 


1993 

ACTUAL 

1994 

APPROPRIATION 

$10,775,000 
$10,775,000 

1995 
ESTIMATE 

$10,775,000 
$11,027,000* 

$11,045,000 
$11, 045, or 

TOTAL  BUDGET  AUTHORITY     $10.775.000*   $10.775.000      $11.045.000 
CAPITAL  PROGRAMS 


APPROPRIATION  S    473.000  S    473.000      S    406.000 

TOTAL  OBLIGATIONS  $  1,222,000  $    492,000      $    406,000 

RECOVERY  OF  PRIOR 

YEAR  OBLIGATIONS                  0  0  0 

UNOBLIGATED  BALANCES, 

START  OF  YEAR              -933,000  -184,000  -165,000 

UNOBLIGATED  BALANCES, 

END  OF  YEAR                 184,000  165,000  165,000 

UNOBLIGATED  BALANCE 

LAPSING  0    0  0 


TOTAL  BUDGET  AUTHORITY     $    473.000    $    473.000      S    406.000 


*  BALANCE  CARRIED  FORWARD  FROM  FY  1992  WHICH  WAS  A  TWO  YEAR  APPROPRIATION 


94aafo.wpf 
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UNITED  STATES  NAVAL  HOME 
GULFPORT,  MISSISSIPPI 

APPROPRIATION  AND  AUTHORITY  HISTORY  TABLE 


BUDGET 
FISCAL  ESTIMATE  HOUSE  SENATE 

YEAR  TO  CONGRESS  AUTHORIZED  ALLOWANCE  ALLOWANCE  APPROPRIATION 


OPERATIONS  &  MAINTENANCE 

1992  $  10,055,000 

1993  $  11,070,000 

1994  $  10,841,000 

1995  $  11,045,000 

CAPITAL  PROJECTS 

1992  $  1,253,000 

1993  $  477,000 

1994  $  486,000 

1995  $  406,000 


$ 

10,055.000 

$ 

10,055,000 

$ 

10,055,000 

$ 

10,055,000 

$ 

11,070,000 

$ 

10,775,000 

$ 

10,775,000 

$ 

10,775,000 

$ 

11,150,000 

$ 

10,775,000 

'$' 

10,775,000 

$ 

10,775,000 

$ 

11,045,000 

$ 

$ 

$ 

$ 

1,253,000 

$ 

1,253,000 

$ 

1,253.000 

$ 

1.253,000 

$ 

477,000 

$ 

473,000 

$ 

473,000 

$ 

473.000 

$ 

486.000 

$ 

473,000 

$ 

473,000 

$ 

473.000 

$ 

406.000 

$ 

$ 

$ 
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UNITED  STATES  NAVAL  HOME 
GULFPORT  MISSISSIPPI 


STAFFING  HISTORY 


YEAR 


FTE 
AUTHORIZED 


1993 
1994 
1995 


181 
178 

174 


Thursday,  March  17,  1994. 

CORPORATION  FOR  PUBLIC  BROADCASTING 

WITNESS 

AMBASSADOR  RICHARD  W.  CARLSON,  PRESIDENT  AND  CHIEF  EXECU- 
TIVE OFFICER,  CORPORATION  FOR  PUBLIC  BROADCASTING 

INTRODUCTION  OF  WITNESS 

Mrs.  LOWEY  [presiding].  Good  morning.  The  hearing  will  come  to 
order. 

This  morning  we  are  very  pleased  to  have  with  us  Ambassador 
Richard  W.  Carlson,  President  and  Chief  Executive  Officer  of  the 
Corporation  for  Public  Broadcasting. 

Welcome.  Please  proceed. 

Opening  Statement 

Mr.  Carlson.  Thank  you  so  much,  Madam  Chairwoman.  Nice  to 
see  you  again,  Mr.  Bonilla. 

I  am  Dick  Carlson,  President  and  Chief  Executive  Officer  of  the 
Corporation  for  Public  Broadcasting. 

Madam  Chairwoman,  I  submitted  a  written  statement  for  the 
record  and  I  would  be  pleased  to  synopsize  the  statement  in  a  cou- 
ple of  minutes  before  making  myself  available  for  questions. 

I  am  here  today  to  talk  about  the  Corporation's  budget  request 
for  fiscal  year  1997.  This  subcommittee,  as  you  know,  has  long 
been  a  strong  advocate  for  public  broadcasting.  That  support  has 
been  crucial.  We  think  it  will  be  even  more  crucial  in  the  future 
if  public  broadcasting  is  going  to  successfully  fulfill  the  expecta- 
tions the  public  has  for  it. 

The  Corporation's  budget  request  for  fiscal  year  1997  is  $345  mil- 
lion. Of  that,  $330  million  is  for  general  support  and  $15  million 
is  to  continue  the  Ready-to-Learn  initiative  for  preschoolers. 

Madam  Chairwoman,  our  request  doesn't  simply  maintain  the 
status  quo.  Standing  still  for  public  radio  and  television  is  not  in 
the  public's  interest.  Public  broadcasting  must  adapt  to  new  tech- 
nologies. It  must  adapt  to  the  new  realities  of  increased  competi- 
tion and  tight  budgets  as  well. 

Cost  efficiency  and  cost-effectiveness  are  critical.  But  they  cannot 
supplant  public  service  and  education  as  the  heart  of  the  mission 
for  public  broadcasting. 

The  Corporation's  budget  request  can  be  divided  into  five  parts. 
The  first  is  station  support.  There  are  presently  about  700  radio 
stations  in  this  country  and  350  public  television  stations  that 
qualify  for  CPB  funding.  They  are  located  in  every  state.  They 
serve  rural  and  urban  audiences.  Some  are  large  production  cen- 
ters like  WNET  in  New  York,  WETA  in  Washington  or  WGBH  in 
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Boston.  They  produce  programming  that  goes  to  the  country 
through  the  PBS  system.  Also,  Native  American  stations  in  Hybla, 
California  and  Hayward,  Wisconsin  are  two  of  the  many  Native 
American  stations  connected  by  a  state-of-the-art  satellite  network 
funded  in  large  measure  by  the  Corporation  for  Public  Broadcast- 
ing. 

We  expect  to  allocate  $218  million  in  fiscal  year  1997  for  station 
support  in  the  form  of  community  service  grants.  These  grants  are 
seed  money  for  local  stations.  They  have  an  enormous  effect  on 
their  ability  to  raise  funds  themselves.  For  every  dollar  the  stations 
receive  from  the  taxpayers  via  the  Corporation,  stations  raise  on 
average  $6  from  other  sources.  Since  CPB  support  is  early,  consist- 
ent and  can  be  depended  upon,  it  is  often  the  most  important 
source  of  money  that  comes  into  these  local  stations. 

Our  second  funding  priority,  Madam  Chairwoman,  is  program- 
ming. We  plan  to  spend  $77.7  million  in  fiscal  year  1997  on  public 
service  programming.  We  will  strive  to  commit  about  half  of  our 
discretionary  programming  dollars  to  increase  programs  by  and 
programs  about  minorities  and  other  underserved  populations  in 
this  country. 

As  directed  by  Congress,  the  Corporation  already  funds  the  Inde- 
pendent Television  Service.  We  provide  both  programming  and 
operational  support  to  five  different  national  minority  broadcasting 
consortia  as  well.  Those  are  the  National  Asian  American  Tele- 
communications Association;  the  National  Black  Programming 
Consortium;  the  National  Latino  Communications  Center,  the  Na- 
tive American  Public  Broadcasting  Consortium;  and  Pacific  Island- 
ers in  Broadcasting. 

The  minority  consortia,  we  think,  bring  the  talents  of  America's 
many  cultures  into  the  mainstream  of  public  broadcasting,  where 
they  deserve  to  be.  What  they  do  is  very  valuable  and  we  look  for- 
ward to  increasing  our  support  for  their  work  within  the  context 
of  what  we  have  constructed  as  a  very  tight  budget. 

Our  third  focus  of  attention,  Madam  Chairwoman,  is  Ready-to- 
Learn.  CPB's  FY  1996  appropriation  includes  $7  million  specifically 
designed  for  early  childhood  education.  For  fiscal  year  1997,  we  re- 
quested $15  million.  This  will  be  used  to  build  on  exciting  work 
being  done  by  the  local  stations  and  by  the  national  organizations. 

The  Corporation  is  already  supporting  a  national  demonstration 
project  coordinated  by  PBS.  It  involves  11  public  TV  stations  in  dif- 
ferent parts  of  the  country.  They  will  each  dedicated  nine  hours  a 
day,  five  days  a  week,  to  children's  programming  that  will  be  spe- 
cialized to  help  kids  enter  school  ready  to  learn. 

Fourth,  CPB  plans  to  spend  $19.8  million  on  a  variety  of  activi- 
ties and  projects  supporting  the  public  broadcasting  system  itself. 
These  include  everything  from  descriptive  video  services  for  the 
blind  and  visually  impaired  to  training;  to  audience  research,  and 
to  efforts  to  promote  equal  opportunity  employment  throughout 
public  broadcasting. 

Finally,  we  will  use  just  4.5  percent  of  the  $330  million  general 
support  request  for  operations  and  administration.  This  allows  us 
both  to  administer  and  audit  several  thousand  grants  made  every 
year  within  the  system,  thereby  helping  us  safeguard  the  tax- 
payer's investment  in  public  broadcasting. 
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Over  the  past  year,  I  have  become  convinced  that  public  broad- 
casting is  one  of  the  most  successful  of  the  public/private  partner- 
ships to  exist  within  the  Federal  budget.  The  investment  of  Federal 
dollars  in  it  is  a  very,  very  wise  one.  It  stimulates  the  growth  and 
achievements  of  a  $1.8  billion  public  broadcasting  industry  with  al- 
most universal  access  to  the  public  and  almost  universal  value  as 
well. 

CPB  funding  is  the  venture  capital  of  public  broadcasting.  With- 
out it,  we  would  not  have  the  beginnings  of  a  national  system  of 
public  service  computer  networks.  Without  such  networks,  we 
would  not  be  able  to  link  Americans  with  schools,  libraries,  medical 
centers,  and  public  broadcasters,  in  what  ultimately  will  become  a 
seamless  web  of  information  and  education. 

Without  the  public  investment,  we  would  not  have  the  edu- 
cational programs  and  services  that  reach  now  from  preschool  to 
postgraduate  years  and  beyond.  These  touch  the  lives  of  tens  of 
millions  of  Americans  on  a  daily  basis.  We  would  not  have  the  doc- 
umentaries, the  dramas,  the  great  performances  that  have  enriched 
all  our  lives. 

Without  public  broadcasting,  we  would  not  have  an  intellectual 
and  technological  resource  that  is  ready  and  willing  and  very  able 
to  be  part  of  the  national  information  infrastructure. 

The  public  good  that  is  offered  by  public  television  and  public 
radio  in  this  country  lies  in  its  ability  to  treat  the  American  people 
as  citizens  of  a  nation  rather  than  simply  as  consumers  in  a  mar- 
ketplace. Public  broadcasting  must  continue  to  focus  on  the  value 
of  its  program  quality.  It  must  focus  on  the  value  of  its  services  to 
communities  throughout  this  country,  and  on  its  value  as  an  educa- 
tor in  America.  It  has  done  those  things  very  well  in  the  past.  We 
think  it  will  do  them  even  more  effectively  in  the  future. 

Lastly,  Madam  Chairwoman,  I  would  like  to  say  Americans  have 
a  sense  of  ownership  about  public  broadcasting.  They  take  personal 
pride  in  its  achievements.  They  hold  it  up  to  very  high  standards. 
We  often  meet  those  standards,  but  not  always.  But  there  is  cer- 
tainly a  continuing  effort  to  do  so.  We  do  not  have  just  viewers  and 
listeners.  For  millions,  public  broadcasting  is  part  of  their  lives.  We 
feel  as  if  we  are  partners  with  them.  That  really  is  why  public 
broadcasting  works  as  well  as  it  does. 

Thanks  for  the  opportunity  to  appear  here  today  before  you  and 
the  committee  Members. 

Mr.  Stokes,  nice  to  see  you,  sir. 

Thanks  for  having  me  here  today.  I  would  be  delighted  to  answer 
any  questions. 

[The  prepared  statement  and  biography  of  Richard  W.  Carlson 
follow:] 
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Good  morning.  I  am  Richard  Carlson,  President  and  Chief  Executive  Officer  of  the 
Corporation  for  Public  Broadcasting  (CPB).  I  want  to  thank  you  for  giving  me  the 
opportunity  to  share  with  you  our  vision  of  the  new  world  of  public  broadcasting. 

Public  broadcasting  is  funded  only  in  part  by  the  public  sector  through  tax  money; 
yet,  the  private  support  we  need  to  survive  could  not  be  secured  without  your  public 
investment.  This  is  one  of  the  most  successful  public-private  partnerships  in  the  federal 
budget.  And  it  is  in  large  part  due  to  the  support  of  this  Committee. 

It  is  CPB's  mission  to  facilitate  the  development  of  telecommunications  in  the 
United  States.  We  take  pride  in  our  achievements  to  date.  But  we  also  recognize  that  it 
is  time  to  embark  on  a  new  course.  We  are  committed  to  ensuring  that  the  public  interest 
is  served  through  the  exciting  developments  in  information  technology.  Unique 
contributions  in  the  areas  of  programming  and  local  services  are  unmatched  by  any 
national  service.  Quality  and  education  distinguish  public  broadcasting  from  the  rest  of 
the  electronic  media.  We  must  ensure  that  public  broadcasters  adapt  these  assets  to  new 
technologies  and  new  environments  to  make  this  a  viable  service  for  the  American  people. 
This  means  taking  a  hard  look  at  how  we  do  business.  It  means  operating  more  efficiently 
and  more  effectively.  And  it  means  working  together  to  carve  the  right  niche  for  public 
service  telecommunications  in  the  national  information  infrastructure. 

For  Fiscal  Year  1997,  CPB  is  requesting  an  appropriation  of  $330  million  for 
general  support  and  $15  million  to  continue  Ready -to -Learn  activities.  This  funding  is 
critical  to  our  ability  to  fulfill  Congressional  mandates  for  educational  programming  and 
services,  expansion  of  the  public  radio  signal  to  unserved  audiences,  support  of  local 
public  television  and  radio  stations,  and  the  development  of  the  kind  of  high  quality 
programming  which  is  our  trademark.  It  also  will  permit  CPB  to  continue  developing 
broadcast  and  computer-based  services  and  technologies  required  to  meet  the  complex 
and  rapidly  changing  needs  of  Americans.  Given  the  speed  at  which  communications 
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technology  and  services  currently  are  developing,  we  believe  that  the  increase  in  funds 
that  CPB  is  requesting  constitutes  a  fair  and  responsible  investment  in  public  media. 

FUNCTIONS  OF  CPB  FUNDS 

CPB's  request  can  be  divided  into  five  parts:  Station  Support;  Programming; 
Ready-to-Learn;  System  Support;  and  CPB  Operations. 

Station  Support  enables  CPB  and  public  broadcasting  to  meet  our  goal  of  providing 
high  quality  programming  and  educational  services  to  every  American,  regardless  of 
location  or  income.  As  required  by  statutory  formula,  CPB  expects  to  allocate  $218.2 
million  in  FY  1997  for  Community  Service  Grants  (CSGs)  to  approximately  700  public 
radio  and  350  public  television  stations. 

Local  public  radio  and  television  stations  are  the  bedrock  of  public  broadcasting. 
They  are  community  institutions  providing  news  and  information,  children's  programming, 
local  public  affairs  and  cultural  programming,  and  projects  in  partnership  with  schools, 
libraries,  and  other  cultural  and  community  organizations.  CPB  grants  to  stations  target 
national  resources  to  national  problems  using  a  distinctly  local  resource  —  a  public  radio 
or  television  station.  Although  stations  raise  more  than  $6  for  every  $1  of  federal  funds 
they  receive,  CPB  grants  serve  as  seed  money  for  stations  to  develop  their  own 
programming  and  community  services. 

Programming  funds  provide  the  system's  single  most  important  reservoir  of  support 
for  innovative  radio,  television,  multimedia,  and  outreach  efforts. 

CPB  expects  to  spend  $77.7  million  in  FY  1997  to  develop  radio  and  television 
programming  that  meets  our  public  service  mission.  A  significant  percentage  of  the  funds 
will  be  used  to  increase  programming  by  and  for  minorities  and  underserved  populations, 
enhance  lifelong  learning  opportunities,  and  support  the  Independent  Television  Service 
(ITVS)  and  the  five  National  Minority  Broadcasting  Consortia:  National  Asian  American 
Telecommunications  Association,  National  Black  Programming  Consortium,  National 
Latino  Communications  Center,  Native  American  Public  Broadcasting  Consortium,  and 
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Pacific  Islanders  in  Communications. 

This  Committee,  in  years  past,  expressed  interest  in  the  relationship  between  CPB 
and  the  Consortia.  I  was  pleased  to  review  the  testimony  that  the  Consortia  presented  to 
this  Subcommittee  earlier  this  year  which  pointed  to  a  "new  day  in  public  broadcasting 
with  regard  to  the  developing  role  of  minority  communities. "  CPB  and  the  Minority 
Consortia  are  currently  engaged  in  discussions  that  we  are  confident  will  lead  to  increased 
public  television  support  for  program  production  and  program  related  activities. 

The  Consortia,  collectively  and  individually,  bring  the  talent  and  ideas  of  diverse 
communities  into  the  mainstream  of  telecommunications  in  America.  We  are  working 
with  the  Consortia  and  public  television  stations  to  provide  more  professional 
opportunities  for  minority  producers  and  to  provide  meaningful  public  access  to  their 
productions. 

In  addition,  CPB  continues  to  work  closely  with  the  ITVS.  The  ITVS  strives  to 
bring  more  independent  producers  into  the  public  broadcasting  community.  It  also  has 
established  mechanisms  for  eliciting  creative  proposals  for  focused  objectives  as  well  as 
broader  programming  genres. 

Ready- to- Learn  is  public  broadcasting's  focused  response  to  the  special 
Congressional  and  Administration  initiatives  in  support  of  early  childhood  education. 
Once  implemented,  Ready-to-Learn  will  represent  perhaps  the  most  significant  change  in 
public  broadcasting  since  the  current  structure  was  created  in  1967.  To  start,  eleven 
public  television  stations  across  the  nation  will  participate  this  year  in  a  demonstration 
project  supported  by  CPB  and  the  stations,  and  coordinated  by  the  Public  Broadcasting 
Service  (PBS).  The  project  includes  a  nine-hour  bloc  of  programming  for  children  that 
will  enhance  socialization  skills,  self-esteem,  team  work,  and  other  elements  critical  to 
learning.  It  will  involve  the  considerable  efforts  of  local  stations,  community 
organizations,  and  the  national  public  broadcasting  entities. 

The  CPB  FY  1997  request  includes  $15  million  to  continue  and  expand  the  work 
Congress  supported  through  a  $7-million  FY  1996  appropriation  for  the  implementation 
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of  the  Ready-to-Leam  Act,  and  will  build  on  the  PBS  demonstration  project.  Public 
broadcasters  are  committed  to  the  goals  of  Ready-to- Learn  and  are  putting  their  most 
valuable  asset  ~  airtime  -  behind  that  commitment. 

System  Support  funds  contribute  to  the  overall  health  and  development  of  public 
telecommunications.  They  subsidize  innovations  in  technology,  such  as  descriptive  video 
for  the  visually  impaired,  efforts  to  promote  equal  employment  opportunity,  training, 
administrative  costs  of  the  ITVS  and  the  Minority  Consortia,  and  audience  and  program 
research.  In  FY  1997,  $19.8  million  of  CPB's  request  would  be  spent  on  system  support 
activities. 

CPB  operations  by  law  represent  no  more  than  five  percent  of  the  total 
appropriation.  The  FY  1997  request  of  $14.3  million,  or  4.5  percent  of  the  $330  million 
request  for  general  support,  will  enable  CPB  to  administer  and  audit  several  thousand 
grants  and  contracts,  develop  and  nurture  new  programming  and  educational  services, 
conduct  research  and  evaluation,  and  provide  executive  and  management  leadership  to  a 
$1.8  billion  industry. 

COMMITMENT  TO  EDUCATION 

Educational  programming  and  services  are  the  cornerstones  of  public  broadcasting. 
Public  broadcasting  is  participating  in  many  efforts  to  help  reach  the  nation's  six 
education  goals.  Our  school  readiness  activities  are  but  one  example.  Through  efforts 
such  as  Kentucky  Educational  Television's  GED  on  TV,  adults  are  obtaining  the 
education  they  need  to  be  competitive  in  the  workforce.  PBS's  Mathline,  which  will  be 
launched  this  year,  will  use  a  variety  of  technologies,  including  satellite,  computer,  VSAT 
(very  small  aperture  terminal)  satellites,  telephone,  video,  and  broadcasting  to  enhance 
math  education. 

At  the  same  time,  CPB  has  developed  a  strategic  plan  for  linking  public 
broadcasting  and  the  national  education  goals.  Like  the  goals  themselves,  the  CPB  plan 
seeks  to  achieve  measurable  improvements  in  public  broadcasting's  role  in  education. 
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Stations  should  become  the  highest  quality  educational  resources  in  their  communities. 
Partnerships  between  educators  and  public  broadcasters  will  better  utilize  the 
ever-increasing  technological  resources.  And,  CPB  will  continue  to  seek  ways  to  build  the 
educational  value  of  all  programming  and  services. 

These  education  activities  require  ongoing  investment  on  the  part  of  CPB. 
Likewise,  public  broadcasting  is  not  immune  from  the  seismic  changes  in 
telecommunications.  CPB  helps  make  innovation  possible  through  research,  leadership, 
and  public  explanation  of  critical  issues.  Its  priorities  in  the  coming  year  include 
encouraging  structural  reform  and  helping  the  system  adapt  to  the  challenges  of 
multimedia  technology  and  delivery. 

REINVENTING  PUBLIC  BROADCASTING 

Broadcasting  today  is  at  the  end  of  an  era  characterized  by  an  interdependency  of 
content  and  delivery.  In  the  future,  program  content  will  be  the  necessary  focus  of  time, 
attention,  and  resources.  Over-the-air  broadcasting  will  become  just  one  of  many  delivery 
systems  that  reach  homes,  schools,  and  businesses. 

Through  its  grant  programs,  funding  decisions  and  public  statements,  CPB  is  seeking 
a  restructuring  of  public  broadcasting  that  will: 

•  make  the  creation  of  programming,  as  well  as  of  the  information  content  for 
non-broadcast  services,  the  main  focus  of  attention  and  activity  for  public 
broadcasters; 

•  increase  the  choices  available  to  the  public  by  encouraging  stations  in 
communities  with  more  than  one  public  radio  or  television  station  to  offer 
complementary  programming  and  services;  and 

•  achieve  needed  economies  without  reducing  service  to  the  public  by  seeking 
administrative  and  technical  efficiencies  within  and  among  stations. 

We  have  started  this  process  by  inviting  the  national  public  television  organizations 

to  join  CPB  in  study  and  discussion  of  strategies  to  promote  this  restructuring.  We  also 

are  beginning  similar  discussions  with  the  leadership  of  public  radio's  national 

organizations. 
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NATIONAL  INFORMATION  INFRASTRUCTURE 

Some  form  of  the  "information  superhighway"  already  reaches  homes,  schools,  and 
offices.  In  the  future,  we  are  told,  it  will  offer  movies  on  demand,  home  shopping,  and  a 
virtually  inexhaustible  supply  of  information  and  entertainment.  But  how  will  it  work,  and 
what  will  it  really  mean  for  the  country? 

At  some  point  in  the  future,  America's  private  and  mass  media  communications 
networks  will  merge.  Households,  businesses,  and  institutions,  will  be  linked  by  integrated 
networks  that  will  make  many  new  kinds  of  programs  and  services  accessible  to  all  people. 
This  convergence  is  occurring  in  both  directions: 

•  TV  networks  and  cable  programmers  have  begun  to  develop  competence  and 
provide  services  of  a  more  personal,  individual,  and  interactive  nature;  and 

•  the  networks  of  "private"  communications  —  telephone  companies,  for 
instance  —  are  developing  more  common,  social,  or  "public"  purposes. 

CPB's  vision  of  the  future  is  fundamentally  a  view  of  how  public  broadcasting  — 
which  has  become  such  an  essential  part  of  the  mass  media  -  can  encourage  and  develop 
the  convergence  along  both  of  these  paths.  Many  of  today's  public  broadcasting  programs 
and  services  could  be  greatly  enhanced  by  interactive  multimedia  components  made 
possible  by  these  new  integrated  networks. 

CPB  also  is  stimulating  the  growth  of  computer-based  services  that  will  make  the 
national  information  infrastructure  even  more  valuable  to  the  general  public.  Our 
Community-Wide  Education  and  Information  Services  project  for  public  television  and 
radio  stations  is  a  case  in  point.  Through  our  $800,000  commitment  for  small  grants  to 
local  or  state  networks,  CPB  hopes  to  forge  a  national  system  of  public  service  computer 
networks  that  will  link  citizens  with  such  institutions  as  schools,  libraries,  and  medical 
centers.  Together,  they  will  build  a  community -based  telecommunications  infrastructure 
which  will,  in  turn,  provide  public  access  "on-ramps"  to  the  information  superhighway.  An 
additional  $100,000  is  budgeted  for  evaluation  of  the  research  and  development  efforts 
funded  by  the  grants.  This  project  is  a  harbinger  of  the  future.  CPB  received  more  than 
$10.5  million  in  requests  from  more  than  100  stations. 
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BUILDING  INTERNATIONAL  BRIDGES 

Public  broadcasting  is  global  in  scope.  Building  bridges  with  distant  cultures  has 
always  been  a  component  of  public  broadcasting's  educational  mission.  Today,  with 
advances  in  technology  that  allow  radio  and  television  to  transcend  borders,  there  are 
many  more  opportunities  for  establishing  global  partnerships. 

Already,  more  than  one-third  of  the  programs  on  the  PBS  national  schedule  have 
some  foreign  investment.  CPB-sponsored  alliances  in  Europe,  Asia,  and  Latin  America 
have  enabled  American  public  television  stations  to  undertake  co-productions  with 
foreign  broadcasters,  resulting  in  more  programming  and  a  wider  audience.  Both  public 
radio  and  public  television  are  developing  international  distribution  services  that  will 
bring  these  uniquely  American  institutions  to  the  rest  of  the  globe.  CPB  has  provided 
seed  money  and  support  for  several  of  these  ventures  which  have  the  potential  to  be  both 
intellectually  and  financially  profitable. 

Mr.  Chairman,  we  recognize  the  difficult  choices  this  committee  must  make  in  the 
coming  months.  Public  broadcasting  is  a  solid  and  worthwhile  investment.  The  dividends 
can  be  measured  not  only  in  the  numbers  of  viewers  and  listeners,  but  in  the  intellectual 
growth,  increased  learning  ability,  and  technological  literacy  of  students  of  all  ages.  As  a 
society  in  the  midst  of  a  communications  revolution,  it  is  an  investment  we  cannot  live 
without. 

I  thank  the  committee  for  its  time  and  attention. 
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Mrs.  Lowey.  Thank  you  for  your  testimony. 

I  only  wish  that  more  American  viewers  would  claim  ownership 
of  public  broadcasting.  It  continues  to  amaze  me  that  more  viewers 
do  not  watch — I  guess  I  am  an  acknowledged  addict  of  public  tele- 
vision's news  programs  in  the  New  York  area.  It  continues  to 
amaze  me  that  it  is  such  a  small  part  of  the  market  compared  to 
the  violence,  et  cetera,  we  see  on  network  news,  but  perhaps  that 
is  a  subject  for  another  day. 

But  with  regard  to  programming,  I  have  been  particularly  con- 
cerned about  violence,  bigotry,  hatred  in  our  society.  I  am  inter- 
ested in  how  the  agencies  under  our  jurisdiction  are  addressing 
these  issues. 

What  is  the  CPB  actually  doing  to  address  these  very  pressing 
concerns? 

I  know  there  is  a  big  debate  going  on  as  to  the  impact  of  violence 
on  TV. 

I  realize  that  there  are  other  factors  that  contribute  to  this;  but 
I  do  feel  that  the  media,  public  television,  in  particular,  has  an  im- 
portant role  to  play  in  those  areas.  I  would  appreciate  your  com- 
ments. 

TELEVISION  VIOLENCE 

Mr.  Carlson.  It  is  my  personal  view,  that  those  who  say  that  vi- 
olence on  television  has  no  effect  on  the  national  psyche  or  on  the 
minds  of  children  are  ignoring  the  fact  that  billions  of  dollars  are 
put  into  television  advertising  based  on  the  assumption  that  it  has 
an  effect  on  people's  way  of  thinking.  It  does. 

There  is  little  question  in  my  mind  that  violence  and  other  cul- 
tural that  are  underscored  on  television  do  have  an  effect  on  peo- 
ple, particularly  people  who  are  impressionable. 

CPB  sponsors  something  called  the  Public  Television  Outreach 
Alliance.  It  is  a  consortium  of  public  television  stations  gathered  to- 
gether to  reach  into  communities  and  make  an  attempt  to  have  a 
positive  effect  on  events  there.  It  recently  announced  a  two-year 
campaign  on  the  subject  of  youth  violence. 

Bill  Moyers  is  going  to  feature  a  series  on  the  subject.  Also,  col- 
laborative productions  by  big  city  stations,  including  Nebraska 
Educational  TV,  which  is  a  very  sophisticated  Midwestern  public 
broadcasting  effort,  have  begun  in  earnest. 

The  thesis  is  that  urban  violence  is  tearing  apart  our  commu- 
nities and  our  families,  and  many  times  the  young  people  in  this 
country  are  not  sucessfully  taught  fundamental  values  of  dignity 
for  themselves  and  respect  for  the  lives  and  property  of  other  peo- 
ple. 

The  Corporation  for  Public  Broadcasting  is  committed  to  using 
the  powerful  media  of  television  and  radio  to  foster  understanding; 
to  encourage  tolerance  of  cultural  differences,  and  to  do  something 
about  this  violence  problem. 

E.B.  White  made  the  comment  about  public  television  back  in  the 
early  1960.  He  said  that  it  must  be  a  Chautauqua.  He  said  other 
things  about  it  in  an  equally  complimentary  way.  I  think  public  tel- 
evision, aside  from  specific  efforts  in  programming  about  the  vio- 
lence problem  offers  up  a  wonderful  forum  for  the  discussion  of  is- 
sues and  problems  in  American  life.  Public  broadcasting  in  all  its 
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forms  is  unlike  any  other  broadcast  medium  in  its  ability  to  ana- 
lyze and  to  dig  deeply  into  the  kinds  of  issues  that  affect  Ameri- 
cans. 

The  MacNeil/Lehrer  Report  is  an  example  of  this.  There  are  also 
salient  things  on  National  Public  Radio,  on  Talk  of  the  Nation,  All 
Things  Considered,  Morning  Edition.  These  programs  directly  ad- 
dress problems  that  are  of  real  significance  in  this  country. 

Probably  one  of  the  problems  attendant  to  this  kind  of  in-depth 
coverage  and  discussion  is  that  our  listenership,  our  viewership 
isn't  what  we  would  like  it  to  be.  Our  programming  it  is  not  as  per- 
vasive as  we  wish. 

When  I  originally  said  that  people  in  America  value  public  broad- 
casting almost  in  a  partnership,  that  was  a  conclusion  of  a  poll  that 
we  took  in  the  last  four  or  five  months  on  the  subject  of  violence 
in  broadcasting  and  more  generally  of  what  people  think  of  public 
broadcasting.  It  made  me  consider  what  people  say  about  libraries. 
They  recognize  how  fundamentally  important  to  our  society  public 
libraries  are.  It  doesn't  mean  everyone  uses  them.  I  wish  they  did. 
But,  people  recognize  that  everyone  has  an  investment  in  the  main- 
tenance of  libraries  whether  they  personally  go  to  them  or  not. 
They  are  important  for  the  commonweal  of  society. 

I  think  that  kind  of  thinking  applies  to  public  broadcasting  as 
well.  This  is  an  indirect  way  of  addressing  what  you  said  in  the 
first  place. 

YOUTH  VIOLENCE 

Mrs.  Lowey.  That  is  not  exactly  what  I  was  talking  about.  In  my 
judgment,  public  broadcasting  does  an  excellent  job — MacNeiD 
Lehrer,  other  programs  like  it,  to  discuss  youth  violence.  Bill 
Moyers'  program  will  discuss  youth  violence.  People  like  me  and 
others  watch  it. 

I  can  remember  my  colleague  a  couple  of  weeks  ago  at  a  con- 
ference on  youth  violence  talking  about  the  power  of  a  movie  such 
as  Superfly  when  he  was  growing  up,  which  showed  the  drug  ad- 
dict losing  at  the  end.  My  question  was,  how  much  effort  is  being 
put  in  to  create  programs,  to  create  dramatic  programs  that  will 
have  an  impact  on  youth.  How  much  effort  is  being  put  in  to  your 
work  in  public  broadcasting  to  develop  programs  to  directly  influ- 
ence our  youth  and  to  more  effectively  attract  a  larger  market? 

Mr.  Carlson.  You  are  absolutely  right.  We  are  doing  very  impor- 
tant work  in  this  area,  particularly  as  directed  towards  education. 
We  are  addressing  the  needs  of  young  kids  in  children's  program- 
ming. Certainly  the  Congress  has  generally  expressed  that  com- 
mercial broadcasting,  in  its  devotion  to  kids'  programs  and  car- 
toons, has  a  real  problem  with  violence.  Public  broadcasting  has  no 
problem  with  that  whatsoever.  There  is  no  violence  in  the  chil- 
dren's programming  which  has  increasingly  become  a  very  impor- 
tant part  of  the  public  broadcasting  agenda. 

We  are,  as  I  mentioned,  committing  funds  to  Ready-to-Learn. 
The  nine  hours  a  day  of  this  programming  is  violence-free.  That  is 
a  given.  It  is  designed  to  instill  some  feeling  of  self-worth  in  kids 
who  have  problems  and  to  develop  in  them  an  interest  in  books. 

All  of  this  programming  addresses  the  problems  that  seem  to  af- 
fect the  young  people  in  this  society.  I  would  be  hesitant  to  attempt 
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to  explore  it  psychologically,  but  I  think  public  broadcasting  is  a 
sparkling  medium  in  its  attempt  to  do  something  to  correct  the 
paucity  of  values  that  are  offered  to  the  kids  of  this  country. 

Mrs.  Lowey.  I  don't  want  to  belabor  the  point.  I  think  we  really 
have  to  have  these  discussions,  more  frequently,  more  in-depth  on 
this  issue. 

Recently — not  on  public  broadcasting — I  saw  a  wonderful  pro- 
gram on  CNN  that  had  a  group  of  youngsters  in  Africa.  They  were 
taking  them  to  their  homes,  meeting  with  the  families. 

What  I  am  really  looking  at  is,  how  can  we  expand  these  kinds 
of  programs  and  how  we  can  we  be  more  effective  in  attracting 
young  people  to  watch  those  programs? 

We  can  sell  toothpaste,  all  kinds  of  things.  I  am  hoping  we  can 
use  the  media  more  effectively  in  dealing  with  it. 

One  other  question,  then  I  will  turn  to  my  colleagues.  You  talked 
about  Ready-to-Learn  funds.  Will  the  demonstration  project  be  ex- 
panded to  more  than  11  stations? 

READY  TO  LEARN 

Mr.  Carlson.  Yes,  it  will,  ultimately.  We  were  directed  to  seek 
proposals  from  a  wide  variety  of  institutions  and  we  are  doing  just 
that.  We  think  that  probably  lots  of  educational  institutions,  muse- 
ums, and  the  like  will  play  will  a  role  in  all  of  the  preparation  for 
these  youngsters. 

I  don't  want  to  belabor  your  original  signal  point  about  violence. 
There  is  a  great  concern  on  a  regular  basis  with  programs.  Pro- 
gramming is  our  primary  reason  for  being.  It  is  PBS's  reason  for 
being. 

In  setting  standards  and  guidelines  for  PBS  as  to  its  program- 
ming objectives,  for  example,  the  problem  of  violence  and  crime  in 
America  is  a  very  important  one,  one  that  principally  involves — at 
least  from  the  point  of  view  of  public  television — kid's  programming 
efforts. 

VIEWERSHIP 

Mrs.  Lowey.  One  more  comment  before  I  turn  it  over  to  Mr.  Por- 
ter. I  understand.  But  I  think  in  terms  of  our  viewership,  in  terms 
of  our  market  share,  we  are  losing.  So  we  have  these  outstanding 
programs  on  PBS.  Perhaps  we  can  have  a  more  concentrated  effort, 
because  I  think  that  the  problems  of  violence,  hatred,  bigotry  in 
our  society  are  just  exploding. 

Mr.  Carlson.  On  the  subject  of  expanding  audiences  a  bit,  we've 
had  talks  with  cable  people.  They  have  a  lot  of  difficulty  with  this 
violence  problem  and  I  believe  that  they  are  trying  to  clean  up 
their  act.  We  are  interested  in  possible  partnerships  between  cable 
and  public  broadcasting.  Efforts  are  already  under  way  in  large 
producing  stations  to  use  cable  to  widen  their  audiences. 

I  have  had  a  couple  of  discussions  with  the  head  of  a  very  large 
cable  network  about  possibly  using  public  broadcasting  materials 
and  about  possibly  developing  programs  together.  One  of  them 
would  concern  the  problem  of  violence  in  America. 

Mr.  Carlson.  Hi,  Mr.  Porter. 

Mr.  Porter.  Mr.  Ambassador,  how  are  you  today?  Welcome. 

Mr.  Carlson.  Thank  you. 
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Mr.  Porter.  May  I  follow  up  on  the  Ready-to-Learn  question? 

Mr.  Carlson.  Yes,  sin 

Mr.  PORTER.  Your  request  is  for  $15  million? 

Mr.  Carlson.  Yes,  sir. 

COORDINATION  WITH  DEPARTMENT  OF  EDUCATION 

Mr.  Porter.  Is  the  activity  authorized  and  are  you  coordinating 
it  with  the  Department  of  Education? 

Mr.  Carlson.  We  are  coordinating  with  the  Department  of  Edu- 
cation, Mr.  Porter.  However,  there  is  some  confusion  in  the  minds 
of  a  lot  of  people  over  this. 

The  Department  has  requested  funds  for  Ready-to-Learn.  So 
have  we.  I  had  a  meeting  with  the  Secretary  and  senior  staff  from 
the  Department,  CPB,  PBS  and  America's  Public  Television  Sta- 
tions on  this  subject.  We  are  all  working  together  and  trying  to 
continue  to  work  even  more  closely  together  than  we  have  in  the 
past. 

The  Department  of  Education's  request  is  specifically  for  the  im- 
plementation of  the  Ready-to-Learn  Act.  It  is  undergoing  reauthor- 
ization presently  in  the  Congress  during  this  session. 

The  proposed  reauthorization  would  permit  the  Department  to 
fund  the  school  readiness  projects  during  fiscal  year  1995.  Our  re- 
quest is  for  fiscal  year  1997  and  it  would  enable  public  broad- 
casters to  expand  to  more  stations  and  thus  reach  more  kids  and 
more  caregivers  who  are  part  of  all  of  this. 

The  school  readiness  efforts  have  been  under  way  now  for  a  num- 
ber of  years,  even  before  I  came  to  CPB.  Our  1997  funds  would  be 
used  to  continue  the  congressional  directives  from  1996. 

READY  TO  LEARN  GRANTEES 

Mr.  Porter.  Are  there  any  restrictions  on  the  awarding  of  funds 
to  nontraditional  grantees  who  might  be  interested  in  producing 
Ready-to-Learn  programming? 

For  example,  if  I  knew  of  a  science  museum  that  had  had  great 
success  on  exhibits  on  AIDS  that  they  wanted  to  turn  into  pro- 
gramming, would  there  be  any  restraint  on  that,  on  your  working 
with  them? 

Mr.  Carlson.  There  would  not  be,  Mr.  Porter.  With  our  fiscal 
year  1996  money  we  are  directed  to  seek  proposals  from  a  broad 
cross-section  of  entities.  I  have  forgotten  the  exact  wording  but  that 
is  its  thrust. 

I  would  think  any  established  museum  presenting  such  a  public 
service  would  fall  into  that  qualifying  category. 

INTERNATIONAL  ALLIANCES 

Mr.  Porter.  In  your  written  statement,  you  stated  that  CPB  is 
looking  to  international  alliances  for  program  development.  Can 
you  describe  your  efforts  in  the  international  arena  at  the  present 
time? 

Mr.  Carlson.  Yes,  sir.  Public  broadcasting  is  becoming  more  and 
more  global  in  scope.  Building  bridges  with  distant  cultures  is 
something  public  broadcasting  has  been  good  at.  With  the  collapse 
of  the  former  Soviet  Union  and  the  changes  throughout  the  world 
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that  are  connected  with  the  upheaval  in  Eastern  Europe  and  the 
former  Warsaw  Pact,  the  opportunities  for  expanding  public  broad- 
casting materials  abroad,  without  taking  anything  away  from  need- 
ed efforts  here  at  home,  are  exciting  and  must  be  explored.  We 
have  been  spending  some  time  doing  that. 

For  a  number  of  years  now,  the  Corporation  has  sought  to  find 
co-production  partnerships  in  the  Pacific  Rim  and  in  Western  Eu- 
rope and  we've  met  with  some  success.  In  fact,  we  think  the  oppor- 
tunities are  almost  limitless. 

I  met  with  President  Meri  from  Estonia  when  he  was  here  a  cou- 
ple of  months  ago.  He  is  very  interested  in  public  broadcasting  ma- 
terials from  the  U.S. 

There  are  so  many  good  public  broadcasting  programs  that  are 
not  necessarily  distributed  nationwide.  Many  have  been  produced 
by  local  public  TV  stations.  They  are  paid  for,  owned,  and  sitting 
on  shelves. 

I  can  give  you  a  quick  example.  We  have  funded  a  project  called 
Heartland  U.S.A.  It  is  centered  in  Nebraska,  but  it  revolves  around 
dozens  of  Midwestern  stations  that  have  produced  for  years  pro- 
grams on  cooking,  cultural  activities  in  Iowa  and  Illinois,  and  so 
on.  Those  shows  are  sitting  unused  on  the  shelf.  They  may  bicycle 
back  and  forth  between  stations  but  they  basically  are  inert. 

President  Meri  was  saying  to  us,  "We  can  use  some  of  this." 
There  would  be  a  translation  problem,  but  lots  of  people  under- 
stand English  in  Estonia.  Why  can't  we  use  this  stuff? 

Heartland  U.S.A.  is  looking  at  sending  a  satellite  signal  abroad 
carrying  public  broadcasting  materials  from  these  stations.  They 
are  being  inventoried  now.  I  believe  we  will  find  lots  of  programs 
that  offer  a  more  balanced  view  of  the  way  life  in  America  really 
is,  as  opposed  to  life  in  "Falcon  Crest"  or  "Dallas"  which  now  tend 
to  typify  life  in  America  in  many  parts  of  the  world. 

One  other  thing:  American  Public  Radio  and  National  Public 
Radio  have  been  having  talks  with  CPB.  This  is  an  effort  to  pull 
together  a  broadcasting  service  for  Western  Europe  sometime  in 
the  near  future.  National  Public  Radio  is  presently  sending  the 
best  of  its  programs,  Morning  Edition  being  one,  to  Western  Eu- 
rope on  a  satellite  whose  signal  runs  all  the  way  to  Moscow. 

We  have  not  spent  much  money  on  this,  but  we  are  ardently  pur- 
suing, to  the  extent  CPB  is  able,  the  idea  of  taking  advantage  of 
the  shrinking  borders  of  the  world. 

OBJECTIVITY  AND  BALANCE 

Mr.  Porter.  Mr.  Ambassador,  I  am  going  to  ask  you  to  tell  us, 
how  has  CPB  responded  to  the  congressional  directive  to  review  the 
balance  of  public  broadcasting's  programming? 

Mr.  Carlson.  Mr.  Porter,  we  just  filed  a  report  with  Congress  on 
this  subject.  I  have  copies  of  it  here.  I  would  be  glad  to  give  them 
to  you. 

As  you  know,  during  our  reauthorization  in  1992  Congress 
reaffirmed  its  intention  that  taxpayer-supported  broadcasting  must 
be  fair  and  balanced  and  free  of  bias.  In  response  to  Congress'  di- 
rection, we  undertook  a  number  of  steps.  We  launched  an  Open-to- 
the-Public  campaign  that  was  widely  publicized.  We  solicited  from 
people  who  were  interested  in  public  broadcasting  their  opinions, 
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on  television  through  an  800  number,  and  through  letters,  and  so 
on. 

We  received  about  7,000  phone  calls  and  thousands  of  postcards 
and  letters  on  the  subject  of  public  broadcasting.  Some  were  mad, 
many  were  glad. 

We  were  particularly  interested  in  subjects  of  controversy  be- 
cause that  is  really  where  the  accusations,  or  the  perceptions  of 
bias,  imbalance  and  unfairness  have  existed. 

CPB  board  members  went  on  the  road  and  held  a  series  of  town 
meetings  in  different  parts  of  the  country  where  they  solicited  the 
same  kinds  of  comments  we  received  in  the  mail  and  on  the  tele- 
phone. We  then  made  our  report  at  the  end  of  the  year  to  the  Con- 
gress. 

This  is  an  ongoing  process.  We  intend  to  address  the  specifics  of 
programming  problems,  or  perceptions  of  problems,  through  the 
use  of  panels  which  we  will  appoint  and  which  will  review  pro- 
grams, looking  for  long-term  cumulative  imbalance  and  unfairness 
in  areas  of  controversy. 

We  have  had  considerable  success  in  our  efforts  already  because 
we  not  only  had  strong  critics  on  the  outside,  but  we  had  those  on 
the  inside  as  well.  Those  on  the  outside  were  afraid  we  would  not 
do  enough.  They  wanted  to  see  more  sparks.  Those  on  the  inside 
felt  the  Corporation  was  going  to  step  on  their  freedom,  to  make 
judgments  in  a  news  and  public  affairs  context  or  interfere  with 
their  editorial  integrity. 

I  cannot  speak  for  all  the  critics  that  are  not  pleased  with  public 
broadcasting;  but  on  the  inside,  at  least,  I  think  a  lot  of  the  fears 
have  fallen  away.  Some  have  fallen  away  outside,  too.  The  Corpora- 
tion and  its  board  has  been  pretty  successful  in  walking  quickly 
through  this  mine  field,  trying  to  get  something  done  at  the  very 
same  time  without  blowing  themselves  up. 

That  is  not  to  say  there  is  not  a  mine  field  on  the  other  side  of 
the  one  we  just  crossed.  There  is.  We  intend  to  continue  on  with 
that  carefully  and  we  will  make  the  results  of  this  process  known 
as  we  go  along. 

Mr.  Porter.  Thank  you,  Mr.  Ambassador. 

Thank  you,  Madam  Chairwoman. 

Mrs.  Lowey.  Thank  you. 

Chairman  Stokes. 

MINORITY  STATIONS 

Mr.  Stokes.  Thank  you  very  much,  Madam  Chairwoman. 

Mr.  Ambassador,  good  morning. 

Mr.  Carlson.  Good  morning,  Mr.  Stokes.  How  are  you? 

Mr.  Stokes.  It  is  nice  to  see  you  again. 

Mr.  Carlson.  Thank  you. 

Mr.  Stokes.  At  the  FY1995  request  level,  Mr.  Ambassador,  the 
Corporation  for  Public  Broadcasting  would  allocate  about  $218.2 
million  of  the  total  requested  $345  million  budget  for  community 
service  grants. 

Mr.  Carlson.  Yes,  sir. 

Mr.  Stokes.  These  funds  would  be  distributed  between  public 
radio  and  public  television.  I  noted  in  your  formal  statement,  that 
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you  stated,  "Local  public  radio  and  television  stations  are  the  bed- 
rock of  public  broadcasting." 

Mr.  Carlson.  Yes,  sir. 

Mr.  Stokes.  I  certainly  agree  with  that  statement. 

My  question  is  of  the  700  public  radio  and  350  public  television 
stations  that  would  be  funded,  how  many  of  these  have  a  minority 
focus  or  in  any  way  are  operated  or  owned  by  minorities? 

Mr.  Carlson.  Mr.  Stokes,  there  are  not  very  many.  I  am  afraid 
I  do  not  know  the  exact  figure,  but  in  relation  to  the  350  TV  sta- 
tions and  700  radio  stations,  it  is  a  very  small  number.  But  there 
are  a  few. 

On  the  larger  issue  of  minority  programming,  and  minority  staff- 
ing, strong  efforts  have  been  made  in  those  two  areas  by  the  Cor- 
poration. 

As  to  minority  ownership,  there  is  a  station  in  San  Francisco.  I 
had  a  meeting  with  the  general  manager  of  that  station  about 
three  weeks  ago.  It  is  a  small  station,  struggling.  I  don't  want  to 
characterize  all  the  minority  stations  in  that  way,  because  I  am  not 
absolutely  sure  that  is  the  case,  but  the  majority  of  them  do  strug- 
gle. It  has  been  tough.  Money  is  very  tight. 

MINORITY  PROGRAMMING 

Mr.  Stokes.  In  light  of  the  fact  that  the  Corporation  is  sensitive 
to  this  situation,  what  type  of  outreach  programs  do  you  have  that 
address  this  unique  situation? 

Mr.  Carlson.  We  have  had  a  lot  of  luck  with  minority  programs, 
and  our  relationship  with  the  minority  consortia  down  into  ethnic 
groups,  has  been  very,  very  good.  I  think  that  the  amount  of  funds 
that  we  put  into  programs  by  minorities  and  programs  for  minori- 
ties is  probably  never  enough,  but  we  do  all  of  this  in  a  pretty  tight 
budget. 

We  have  committed  $2  million  from  the  TV  program  fund  to 
Multicultural  Program  Solicitations  which  supplement  the  funding 
of  programs  by  and  about  minorities  already  supported  by  the  gen- 
eral TV  program  fund  of  CPB  and  PBS.  CPB  is  committed  to  reach- 
ing American  audiences  from  every  culture  and  background,  and 
your  investment  in  and  support  of  the  five  minority  consortia,  who 
in  turn  stimulate,  solicit,  and  recruit  programming  and  work  with 
minority  producers,  has  been  very  successful. 

Some  programs,  Barney  and  Sesame  Street,  for  example,  have  a 
very  high  minority  audience  watching  them.  There  is  a  great  mi- 
nority interest  in  those  two  programs  on  the  part  of  children  at 
home. 

That  is  important. 

Mr.  Stokes.  I  would  say  the  two  programs  you  mentioned,  Ses- 
ame Street  and  Barney,  certainly  have  great  appeal  across  the 
board. 

Mr.  Carlson.  That  is  exactly  right. 

Mr.  Stokes.  However,  they  are  not  specifically  geared  towards 
minority  children. 

Mr.  CARLSON.  They  certainly  are  not  per  se.  They  are  truly 
multi-cultural.  But  our  polling  indicates  they  have  a  very  high  per- 
centage of  minority  viewers  amongst  kids. 
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Of  course,  there  are  many  other  programs  that  have  substantial 
minority  audiences.  MacNeil/Lehrer  is  one  of  them.  It  has  a  minor- 
ity audience  larger  than  the  percentage  of  minorities  in  the  coun- 
try. 

Mr.  Stokes.  You  used  the  term  multicultural  programs.  Tell  us 
what  you  mean  by  that.  Define  the  term. 

Mr.  Carlson.  We  mean  by  that  programs  that  are  made  with  an 
eye  towards  inclusion  of  ethnic  groups  that  are  outside  of  the  white 
majority.  Public  broadcasting  is  recognized  by  friend  and  foe  alike 
as  playing  a  genuine  leadership  role  in  seeing  that  there  is  an 
inclusionary  attitude  towards  audiences.  What  really  makes  up 
America,  makes  up  our  audiences.  Certainly,  that  is  what  we  pre- 
fer. I  think  the  programming  in  many  ways  demonstrates  that. 

PROFESSIONAL  JUDGMENT  BUDGET 

Mr.  Stokes.  You  mentioned  the  five  national  minority  broadcast- 
ing consortia. 

Mr.  Carlson.  Yes,  sir. 

Mr.  Stokes.  In  your  professional  judgment,  what  level  of  funding 
is  really  required  to  effectively  support  the  consortia? 

Mr.  Carlson.  CPB  presently  has  a  proposal  to  increase  the  fund- 
ing of  those  five  organizations.  We  have  consulted  with  them. 

In  fact,  I  was  in  Los  Angeles  recently  meeting  with  Jose  Luis 
Ruiz  who  heads  the  National  Latino  Communications  Center  on 
this  subject.  The  consortia  are  all  fairly  close  to  each  other,  and 
work  very  well  with  each  other,  and  we  work  well  with  them.  To 
support  their  work,  we  are  trying  to  find  additional  funds  for  their 
administration. 

They  feel  hampered  by  a  lack  of  funding  to  work  more  with  mi- 
nority producers,  to  do  more  to  stimulate  minority  productions. 
That  has  been  their  regular  complaint  to  us  since  I  have  been 
there,  and  I  think  long  before  I  arrived,  too. 

We  are  presently  seeking  a  way  to  give  more  administrative 
funds  to  the  minority  consortia.  This  is  not  necessarily  an  easy 
thing  to  do.  This  is  a  highly  decentralized  system,  Mr.  Stokes. 
There  are  many  station  managers  who  see  these  things  in  a  lot  of 
different  ways.  There  is  a  competition  for  funds.  It  is  not  something 
that  is  easily  decreed  by  us  but  more  done  through  conversations 
and  persuasion. 

READY  TO  LEARN 

Mr.  Stokes.  You  mentioned  the  Corporation's  Ready-to-Learn 
initiative.  Tell  us,  how  would  the  consortia  or  other  components  of 
the  minority  community  be  able  to  interface  with  the  Ready-to- 
Learn  initiative? 

Mr.  Carlson.  I  think  not  only  the  minority  consortia  themselves, 
but  the  minority  audiences,  in  this  case  children,  are  seen  as  enor- 
mously important  to  this.  Ready  to  Learn  is  not  directed  to  minori- 
ties per  se,  but  there  is  certainly  a  cognition  on  the  part  of  public 
broadcasting  that  inner-city  kids,  who  in  many  instances  are  racial 
minorities,  are  a  very  important  part  of  this  project.  That  is  always 
in  the  forefront  of  the  minds  of  people  making  decisions  here. 

The  community  involvement  of  these  stations  is  already  exem- 
plary and  quite  sophisticated,  and  unsung  in  some  ways.  Their 
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community  outreach  is  very  sophisticated  and  very  pervasive.  They 
know  the  local  organizations.  Many  of  those  organizations  are  con- 
cerned with  the  economic  and  social  success  of  minorities,  in  this 
case  with  children. 

MINORITY  PROGRAMMING  FOCUS 

Mr.  Stokes.  In  terms  of  your  programming  goals,  our  Chair- 
person has  talked  with  you  extensively  about  the  area  of  violence. 
I  would  be  concerned  also  about  areas  such  as  teen  pregnancy, 
health,  environmental  issues,  and  particularly  as  they  would  relate 
to  America's  minority  communities. 

Is  that  a  concern  of  the  Corporation  for  Public  Broadcasting,  that 
those  type  of  areas  be  specifically  programmatically  aimed  at  mi- 
nority communities? 

Mr.  Carlson.  It  is  quite  a  specific  concern  of  the  Corporation  for 
Public  Broadcasting  and  PBS,  and  to  some  extent  programs  that 
are  produced  or  being  considered  for  production  would  be  directed 
towards  minorities. 

We  have  had  great  success  in  building  community  awareness  and 
involvement  in  health  areas  such  as  AIDS  and  AIDS  education.  We 
have  done  a  lot  of  this  through  the  Public  Television  Outreach  Alli- 
ance, which  I  mentioned  previously  in  a  question  from  Mrs.  Lowey. 

This  year  the  focus  is  women's  health.  I  will  give  you  an  exam- 
ple. A  station  in  Seattle,  KCTS,  is  producing  a  centerpiece  docu- 
mentary called  Her  Health  Matters.  It  is  scheduled  to  be  broadcast 
in  the  fall  of  1994.  It  will  explore,  through  personal  vignettes  from 
six  different  women,  health  issues  of  concern  primarily  to  women, 
in  some  instances  having  to  do  with  minority  women:  heart  dis- 
ease, breast  cancer,  domestic  violence. 

Last  year,  the  CPB  television  program  fund  solicited  proposals 
for  programs  having  to  do  with  health  care.  We  received  about  80 
sophisticated  proposals.  We  were  able  to  fund  three  of  those  pro- 
grams. If  we  had  more  money,  we  would  have  funded  more.  One 
was  called  the  People's  Plague:  Tuberculosis  in  America.  The  other 
was  called  Who  Plays  God:  Medicine  and  Money.  And  the  other 
was  about  ethics  in  health  care,  which  we  think  is  timely  given  the 
current  interest  in  health  care. 

In  the  broadest  sense,  public  television  and  public  radio  are,  I 
think,  very  important  players  in  the  health  care  crisis  in  this  coun- 
try by  supplying  an  interested  and  ready  forum  on  the  subject  in 
a  specific  way,  and  creating  programs  that  we  think  speak  intel- 
ligently to  the  subject. 

Mr.  Stokes.  Thank  you,  Mr.  Ambassador. 

Thank  you,  Madam  Chairwoman. 

Mrs.  Lowey.  Mr.  Bonilla? 

Mr.  Bonilla.  Mr.  Carlson,  about  a  month  ago  in  the  community 
of  Laredo,  Texas,  I  attended  a  ceremony  where  a  little  eight-year- 
old  migrant  student  received  the  Migrant  Student  of  the  Year 
Award,  and  we  talked  to  her  parents  about  what  were  factors 
about  her  being  such  a  high  achiever  in  class.  One  of  the  things 
they  mentioned  was  the  parents  each  night  sit  down  and  watch 
public  broadcasting  with  her. 

I  will  never  forget  that  moment.  It  was  a  real  clear  example  of 
some  of  the  benefits  that  public  broadcasting  provides  and  often 
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shows  how  parental  involvement,  a  whole  other  subject,  is  so  criti- 
cal to  a  child's  education.  I  thought  you  would  like  to  hear  that 
story  of  little  Victoria  Novinez  who  is  one  of  the  beneficiaries  of  the 
good  work  you  do. 

I  share  with  my  colleague  from  New  York,  Ms.  Lowey,  who  is 
concerned  also  and  interested  in  trying  to  increase  the  audience 
somehow.  It  is  always  baffling  to  me  that  more  people  are  not  as 
plugged  into  the  substantive  programming  like  you  provide. 

In  that  line,  I  would  like  to  ask  a  couple  of  questions,  first  of  all, 
about  the  budget  request  for  1997.  You  are  asking  for  a  total  of 
$345  million  for  1997.  The  administration  is  asking  for  $292.6  mil- 
lion. Why  the  big  difference? 

Mr.  Carlson.  I  cannot  speak  for  the  Administration,  although  I 
understand  their  need  to  hold  these  things  down  to  prior  funding 
levels.  But  from  our  perspective,  we  do  not  think  that  public  broad- 
casting will  really  successfully  fulfill  what  the  public  expects  from 
it  without  an  increase  in  the  amount  of  money  that  we  are  able  to 
spend. 

I  can  run  down  the  budget  request  with  you.  The  increase  be- 
tween 1996  and  1997  is  substantial  in  many  ways,  but  small  in 
many  other  ways.  I  think  it  is  about  10  percent. 

We  feel  we  are  being  reasonable  in  our  request,  Mr.  Bonilla. 
Much  thought  went  into  this  figure,  as  it  always  does.  We  think 
it  is  realistic  and  one  that  is  not  offensive  within  the  context  of 
money  available  for  competing  efforts  that  are  important  to  the 
Congress. 

We  think  this  is  a  justifiable  request.  Public  broadcasting  is  not 
a  frivolous  effort.  It  is  something  that  is  important  to  the  intellec- 
tual and  social  life  of  this  country  in  a  very  serious  way. 

Mr.  Bonilla.  I  just  wanted  to  point  out  that  the  discrepancy  is 
significant.  I  wanted  to  be  sure  that  we  address  that. 

In  your  testimony,  you  said  that  a  significant  percentage  of  funds 
will  be  used  to  increase  programming  by  and  for  minorities  and  un- 
derprivileged populations.  Do  you  have  an  exact  amount  of  the  re- 
quest for  the  $77.7  million  that  will  be  spent  on  these  programs? 

Mr.  Carlson.  I  think  about  half  of  our  discretionary  funds  will 
be  involved  in  programs  that  are  either  for  or  about  minorities  and 
other  underserved  audiences.  We  have  made  a  serious  commitment 
to  the  minority  consortia  and  to  programs  that  are  inclusive  of  all 
of  society.  We  are  not  talking  about  small  sums,  given  the  amount 
of  discretionary  money  that  we  have  for  programming. 

Mr.  Bonilla.  How  far  along  are  you  in  reaching  your  goal  of  at 
least  95  percent  of  the  Nation  having  public  radio  by  the  end  of 
this  century? 

Mr.  Carlson.  We  have  made  considerable  strides.  We  are  at 
about  86  percent  at  the  moment.  The  problem  is  geography  in 
many  cases.  The  14  percent  of  Americans  who  are  not  able  to  re- 
ceive a  public  radio  signal  tend  to  be  at  great  distances  from  sta- 
tions and  in  remote  locations. 

We  believe  we  will  hit  95  percent  within  the  next  six  years.  Be- 
yond that,  it  gets  increasingly  more  difficult,  like  losing  weight,  as 
you  get  closer  to  your  goal.  I  say  that  as  a  person  who  has  been 
dieting  lately. 


655 

Hopefully,  after  the  year  2000  we  will  get  universal  coverage. 
Maybe  we  will  never  get  that  last  1  percent.  I  am  not  sure.  But 
we've  made  great  strides  nonetheless. 

Mr.  Bonilla.  Do  you  ever  wonder  why  there  seems  to  be  a  tend- 
ency of  those  who  listen  in  greater  and  greater  numbers  to  public 
radio  and  watch  public  television,  already  seem  to  have  a  goal  of 
educating  themselves  and  are  interested  in  furthering  their  knowl- 
edge, whereas  it  is  a  shame  that  people  who  do  not  have  that  goal 
already  are  not  exposed  to  it?  How  do  you  reach  people  like  that 
and  reel  them  in  initially  so  they  get  on  the  ball  as  well? 

We  often  just  find  that — it  seems  to  me,  anyway — that  folks  who 
are  listening  and  watching  already  are  in  a  higher  category  of 
learning  to  begin  with. 

Mr.  Carlson.  I  think  there  is  a  lot  of  truth  to  that.  Although  it 
cuts  across  lines  of  conventional  success.  There  is  this  idea  that 
public  broadcasting's  supporters  are  always  culturally  elite.  That  is 
not  true.  All  you  have  to  do  is  ride  in  taxis  in  Washington  and  no- 
tice how  many  cab  drivers  listen  to  public  radio  stations.  They  are 
more  intellectually  energized  than  people  give  cab  drivers  credit 
for,  I  think. 

The  great  question  is  how  to  bring  in  a  larger  audience  without 
reducing  the  standards  to  an  even  more  common  denominator,  a 
problem  critics  say  exists  in  commercial  broadcasting.  There  is  al- 
ways that  temptation  in  public  broadcasting  as  well. 

Producers  and  performers  want  lots  of  people  to  see  and  hear 
and  to  appreciate  what  they  are  doing.  But  the  danger  in  that  is 
that  you  lose  reason  for  being  in  the  first  place,  which  is  high-qual- 
ity programming  and  high  standards. 

Maybe  we  will  never  appeal  to  all  Americans;  but  I  would  like 
to  think  that  public  broadcasting  is  something  that  Americans 
value  even  if  they  do  not  listen  to  it  or  watch  it  themselves. 

Public  radio  has  expanded  its  audience  greatly  in  the  last  10 
years.  More  and  more  people  listen  to  public  radio.  I  think  it  is  a 
genuine  force  in  this  country.  Even  people  who  don't  like  it  much 
say  to  me,  Well,  I  am  not  happy  with  National  Public  Radio,  but 
it  is  awfully  good.  Everyone  recognizes  the  depth  and  the  quality 
of  what  comes  through  on  those  programs.  The  same  applies, 
maybe  to  a  little  bit  lesser  extent,  in  television,  because  the  tele- 
vision competition  is  so  enormous.  People  watch  public  broadcast- 
ing every  week,  but  on  the  other  hand,  the  audiences  have  dimin- 
ished for  individual  outlets  in  television  across  the  board. 

Mr.  Bonilla.  Based  on  the  television  side,  I  would  encourage  you 
to  develop  more  programs  for  the  younger  children  like  Barney, 
and  Sesame  Street.  Provide  a  great  lead  in  or  lead  out  for  pro- 
grams that  surround  them  as  well.  You  lure  them  in  that  way  and 
start  them  at  a  young  age.  They  will  understand  and  appreciate 
the  value  of  public  broadcasting  as  they  grow  older. 

Finally,  there  are  still  areas  of  the  country  that  have  no  public 
television  or  radio,  as  you  mentioned.  In  some  cases,  broadcasting 
signals  are  hard  to  get  in.  How  do  we  justify  having  areas  with 
more  than  one  public  television  station  or  radio  station  when  there 
are  so  many  areas  that  do  not  have  it  to  begin  with?  Shouldn't  we 
try  to  cut  back  on  areas  that  duplicate  coverage? 
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Mr.  Carlson.  Public  television  doesn't  have  quite  the  problem 
with  reach  that  public  radio  does.  Station  overlap  is  something  we 
are  very  concerned  with  at  CPB.  Moreover,  I  think  there  is  a  gen- 
eral concern  within  the  industry  itself,  particularly  as  it  relates  to 
television,  that  the  footprints  of  public  broadcasting  stations  some- 
times overlap  each  other.  Sometimes  they  offer  the  very  same  pro- 
gramming, and  this  is  a  zero-sum  game.  Why  should  that  be  so? 

In  part  it  is  because  of  the  evolution  of  public  broadcasting.  But 
we  are  currently  attempting  to  assist  stations  to  operate  more  effi- 
ciently. I  will  give  you  an  example. 

In  Maine  there  were  two  public  television  stations  carrying,  in  ef- 
fect, the  same  programs  and  competing  rather  pointlessly  for  view- 
ers. They  have  combined  their  forces.  They  guaranteed  that  station 
personnel  would  not  lose  their  jobs.  They  got  the  two  boards  to- 
gether— never  an  easy  thing  to  do.  When  you  have  two  boards,  they 
tend  to  be  chauvinistic  towards  their  organizations. 

They  were  successful  in  efficiently  streamlining  their  efforts  in 
that  State  through  the  efforts  of  Rob  Gardner,  who  heads  Maine 
Public  Broadcasting.  We  are  sending  out  this  model  to  the  rest  of 
the  industry. 

We  have  had  active  conversations  with  Public  television  in  three 
States.  I  will  not  mention  who  they  are,  but  they  are  very  inter- 
ested in  setting  egos  aside  and  combining  production  facilities, 
fund-raising  efforts,  computer  work,  that  each  station  does  now 
separately  and  do  them  jointly.  They  won't  lose  any  of  the  services 
they  are  supplying  to  the  communities,  either  in  programming  or 
in  outreach,  but  will  find  a  way  to  do  this  more  cheaply. 

We  will  provide  consultants.  We  are  looking  into  workshops  to 
really  encourage  a  more  streamlined  and  efficient  use  of  these  dol- 
lars. 

Mr.  Bonilla.  I  just  encourage  you  all  to  continue  doing  that.  The 
last  thing  we  need  in  these  fiscally  tough  times  is  to  have  overlap 
or  funds  that  are  duplicative. 

Thank  you,  Mr.  Carlson. 

Thank  you,  Madam  Chairwoman. 

Mrs.  Lowey.  Ms.  Pelosi. 

Ms.  Pelosi.  Thank  you. 

Welcome,  Mr.  Ambassador 

Mr.  Carlson.  Nice  to  see  you. 

Ms.  Pelosi.  Welcome.  Thank  you  for  the  work  that  the  Corpora- 
tion for  Public  Broadcasting  does  and  for  your  testimony  today. 

Mr.  Carlson.  Thank  you. 

Ms.  Pelosi.  I  just  read  a  story  in  my  district  of  a  young  couple 
who  had  been  told  their  child,  if  he  watches  TV,  should  only  watch 
educational  TV,  i.e.  KQED,  which  is  our  station  in  San  Francisco. 
A  number  of  years  have  gone  by.  The  father  said,  Well,  for  the  last 
12  years  all  he  has  done  is  watch  KQED.  We  are  waiting  to  see 
what  colleges  he  gets  in  now.  We  don't  know  where  he's  going  to 
go  to  college,  but  he  sure  can  cook. 

Mr.  Carlson.  Not  a  bad  thing  in  this  day  and  age. 

Ms.  Pelosi.  Not  bad  at  all.  Sometimes  my  husband  wishes  I 
would  watch  it  a  little  more. 
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In  any  case,  I  wanted  to  follow  up  on  the  question  of  my  col- 
leagues just  to  be  sure  I  understood  about  the  attention  that  was 
being  paid  to  minorities.  When  I  say  attention,  I  mean  in  dollars. 

You  said  that  50  percent,  were  you  talking  about  of  the  $77  mil- 
lion or  of  the  whole? 

Mr.  Carlson.  I  am  sorry,  Ms.  Pelosi. 

Would  you  repeat  the  question? 

Ms.  Pelosi.  What  is  the  50  percent  50  percent  of? 

Mr.  Carlson.  About  fifty  percent  of  CPB's  discretionary  funds 
from  the  $77  million.  Please  take  me  roughly.  I  would  be  glad  to 
supply  that  exactly. 

Ms.  Pelosi.  I  just  wanted  to  know  the — the  figure  we  were  divid- 
ing up,  what  it  was. 

You  are  required  by  statutory  formula  to  allocate  $218  million  of 
Community  Service  Grants.  And  of  that  $218  million,  $77.7  million 
is  used  to  develop  radio  and  television  programming  that  meets  our 
public  service  missions.  And  of  that  $77.7  million,  about  50  percent, 
either  in  the  pipeline  or  on  the  way,  would  be  to  increase  program- 
ming for  and  by  minorities  and  underserved  populations? 

Mr.  Carlson.  Yes.  CPB  will  strive  to  spend  about  half  of  its  dis- 
cretionary program  dollars  on  minority  productions.  Please  allow 
me  to  clarify  for  you,  however,  that  the  $128  million  figure  that  you 
mentioned  is  for  Community  Service  Grants  to  stations.  These 
funds  are  separate  from  the  $77.7  million  for  programming. 

Ms.  Pelosi.  Is  that  an  increase  from  the  past? 

Mr.  Carlson.  I  don't  know  the  figure,  but  I  believe  it  is. 

Ms.  Pelosi.  It  will  be  interesting  to  see  what  the — when  the 
things  are  further  down  into  the  pipeline.  Perhaps  you  could  keep 
us  aware  of  that. 

Mr.  Carlson.  I  would  be  glad  to  do  that.  I  would  be  glad  to  sup- 
ply you  with  more  specific  figures  to  percentages. 

We  have  made  quite  a  commitment  to  this  over  the  last  few 
years.  Our  relationship  with  the  minority  consortia  is  better  than 
it  has  been,  in  a  number  of  years. 

[The  information  follows:! 

The  $77.7  million  refers  to  the  amount  of  funds  which  would  be  allocated  by  stat- 
ute to  programming  activities  in  FY  1997,  based  on  our  request.  Some  of  these 
funds  are  committed,  by  Congressional  directive,  to  specific  activities,  including 
$22.5  million  for  the  Public  Broadcasting  Service;  nearly  $8  million  to  the  Independ- 
ent Television  Service;  and  about  $17  million  for  National  Program  Production  and 
Acquisition  Grants  for  public  radio  stations.  It  is  important  to  note  that  significant 
portions  of  these  funds  also  support  programming  by  or  of  interest  to  minorities. 

The  remainder  of  funds,  totalling  $30  million,  is  the  money  to  which  I  am  refer- 
ring and  over  which  CPB  has  discretion.  About  $25  million  of  the  remainder  will 
be  used  for  television  programming,  including  funds  directed  to  the  Minority  Con- 
sortia. Five  million  is  reserved  for  radio  programming.  CPB  hopes  to  spend  about 
50  percent  of  these  funds  on  programming  by  or  of  interest  to  minorities. 

As  is  always  the  case  in  projecting  the  use  of  programming  funds,  however,  the 
outcome  depends  largely  upon  what  proposals  are  submitted.  We  intend  to  work 
closely  with  minority  producers  to  encourage  the  submission  of  quality  proposals. 

Ms.  PELOSI.  This  is  very  important.  As  you  know,  as  TV  moves 
more  into  cable,  which  is  pay  television,  you  even  have  a  further 
responsibility  to  be  doing  the  outreach  and  making  sure  that  public 
TV  is  indeed  public  for  all  the  people  in  our  country. 


658 

I  would  be  interested  in  not  only  the  percentages  but  exactly  the 
organizations,  what  they  are,  that  would  be  receiving  the  grants. 
Is  that  the  kind  of  information  you  would  be  interested  in? 

Mr.  Carlson.  I  will  send  it  up  to  you. 

[The  information  follows:] 

Due  to  the  nature  of  our  advance  appropriation,  it  is  impossible  to  determine  at 
this  point  in  time  which  organizations  will  receive  funds  in  FY  1997.  In  fact,  we 
don't  know  who  will  receive  most  programming  dollars  until  program  proposals  are 
submitted  for  specific  solicitations.  The  exception  to  this  is  the  targeting  of  funds 
to  specific  groups  of  producers.  CPB  is  directed  by  Congress  to  provide  programming 
and  administrative  support  to  the  Independent  Television  Service,  as  well  as  the 
five  National  Minority  Broadcasting  Consortia.  The  Consortia  include:  National 
Asian  American  Telecommunications  Association,  National  Black  Programming 
Consortium,  National  Latino  Communications  Center,  Native  American  Public 
Broadcasting  Consortium,  and  Pacific  Islanders  in  Communications. 

Ms.  Pelosi.  Further  to  that  point,  your  agency  has  a  written  pol- 
icy that  no  grantee  can  be  discriminated  against  because  of  race, 
religion,  creed,  or  national  origin,  but  does  not  include  specific  lan- 
guage with  respect  to  sexual  orientation. 

Would  your  agency  be  supportive  of  including  anti-discrimination 
language  to  include  lesbian  and  gay  potential  grantees? 

Mr.  Carlson.  I  would  have  to  discuss  this  further  with  our 
Board.  I  am  not  sure  of  the  basis  of  the  language  in  the  first  place. 
I  am  afraid  I  can't  make  a  commitment  without  knowing  the  rami- 
fications and  where  the  language  came  from  in  the  first  place. 

Ms.  Pelosi.  This  is  another  important  area  where  hopefully  we 
can  work  together  to  be  sure  discrimination — which  certainly  has 
no  place  in  that  particular  situation.  It  is  important  because,  as 
you  know,  there  has  been  some  backlash  against  positive  program- 
ming from  the  gay  and  lesbian  community. 

On  that  point  I  wanted  to 

Mr.  Carlson.  Yes,  there  has  been  some. 

Ms.  Pelosi.  I  wanted  to  congratulate  you  for  bringing  to  the 
American  people  Tales  of  the  City.  It  was  a  remarkable  success  in 
San  Francisco.  It  is  a  great  story  for  the  American  people  to  see, 
and  thank  you  for  making  that  possible. 

Do  you  have  any  reading  on  the  national  response  to  the  pro- 
gram? 

Mr.  Carlson.  Yes.  The  ratings  that  demonstrated  that  14  million 
people  watched  it.  It  was  six  hours  long.  That  was  one  of  the  most- 
watched  shows  in  the  history  of  PBS. 

We  have  had  criticism  having  to  do  with  strong  language  and 
some  nudity.  But  within  six  hours,  it  was  a  small  part.  You  may 
have  seen  some  of  those  complaints.  Some  of  them  were  extreme, 
some  were  probably  not. 

But  I  thought  it  showed  the  beauty  of  the  system,  which  is  that 
it  is  highly  decentralized.  The  station  management  was  supplied 
with  expurgated  and  unexpurgated  versions  of  this.  They  made 
their  decisions  about  whether  it  was  appropriate  for  their  local  au- 
diences. Some  didn't  run  it.  Some  did.  Some  put  it  on  at  different 
times. 

I  think  that  is  a  very  positive  way  to  look  at  it.  That  is  the  way 
these  stations  ought  to  operate.  They  make  their  decisions  based 
on  their  understanding  of  the  mores,  morals  and  interests  of  the 
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local  community.  You  know,  it  offended  some  people,  but  there  are 
an  awful  lot  of  people  not  offended  by  it. 

Ms.  Pelosi.  Fourteen  million  would  be  a  large  audience? 

Mr.  Carlson.  That  is  correct.  I  think  it  was  one  of  the  largest 
they  have  had  at  PBS.  I  am  sure  of  it,  as  a  matter  of  fact. 

Ms.  Pelosi.  Thank  you. 

On  another  subject,  you  bring  a  special  expertise  when  we  talk 
about  building  international  bridges.  One  of  those  international 
bridges  is,  of  course,  language. 

In  your  national  information  infrastructure,  just  previous  to  the 
international  part  of  your  statement,  you  mentioned  that  CPB 
hopes  to  forge  a  national  system  of  public  service  computer  net- 
works that  will  link  citizens  with  such  institutions  as  schools,  li- 
braries, and  medical  centers. 

I  wonder  if  you  have  considered  or  if  there  has  been  any  commu- 
nication between  you  all  and  the  Department  of  Defense?  In  our 
area,  the  language  school  in  Monterey  has  tremendous  computer 
facilities  that  could  be  very  helpful  in  such  a  linking  up  for  lan- 
guage training  or  conversation  or  whatever;  and  as  we — a  couple 
of  things  as  we  put  an  additional  emphasis  on  training  our  kids  for 
the  global  economy,  the  emphasis  on  trade,  the  incredible  resource 
that  our  multicultural  society  provides  to  us,  and  try  to  preserve 
some  of  the  language  that  children  have  at  home,  in  addition  to 
that  for  their  own  cultural  benefit,  but  in  another  way  of  a  source 
of  strength  to  us  as  a  country  to  have  that  many  languages  pre- 
served in  our  culture  for  national  security  and  economic  reasons  as 
they  grow  older.  I  wondered  if  you  had  any  intention  of  taking  over 
some  of  these  facilities?  When  I  say  facilities,  I  don't  mean  physical 
structures. 

Mr.  Carlson.  Intellectual  properties? 

Ms.  Pelosi.  Intellectual  properties  and  the  rest  that  the  Depart- 
ment of  Defense  has  been  developing.  I  think  they  would  be  recep- 
tive. We  have  made  overtures  from  San  Francisco  since  it  is  near 
by.  If  you  all  were  doing  it,  it  would  have  a  broader  application. 

Mr.  Carlson.  The  idea  appeals  to  me  immediately.  If  there  has 
been  discussion  of  this  within  CPB  or  public  broadcasting,  I  am  not 
aware  of  it.  We  have  had  conversations  with  the  Voice  of  America 
because  they  have  so  many  foreign-language  experts  there. 

We  have  had  an  eye  towards  using  the  closed  captioning  that  is 
in  all  public  television  shows  now  for  translation.  Closed  captioning 
is  now  by  law  in  every  television  set  manufactured  or  brought  into 
the  United  States. 

That  has  great  capability  for  producing  language  versions.  One 
could  be  in  Russian,  Bulgarian,  or  anything.  That  would  enhance 
the  idea  of  exporting  public  television  shows  in  English  and  foreign 
languages,  thereby  not  only  allowing  people  to  understand  what  is 
going  on  in  the  U.S.,  but  teaching  another  language  as  well.  That 
has  great  potential. 

With  our  CWEIS  effort,  this  community-wide  educational  infor- 
mation service,  hooking  it  up  to  language  services  makes  a  lot  of 
sense.  The  Annenburg/CPB  project  has  already  done  some  very  so- 
phisticated language  learning  materials,  not  only  on  videotape  but 
computers  as  well  to  make  language  learning  more  interesting  and 
more  effective. 
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I  will  pursue  the  idea  with  the  Defense  Department  and  would 
like  to  talk  to  your  office  further  about  what  you  have  done  on 
that. 

Ms.  Pelosi.  What  we  talked  about  in  our  community  was  mak- 
ing it  directly  available  to  the  schools.  This  was  an  idea  that  came 
from  our  superintendent  of  public  instruction. 

Mr.  Carlson.  Good  idea. 

Ms.  Pelosi.  We  have  all  this  discussion  in  Congress  about  Eng- 
lish as  the  national  language  and  the  rest.  Then  we  have  a  trouble 
spot  in  the  world  and  do  not  have  enough  people  who  know  how 
to  speak  the  language  to  go  to  that  place.  The  fact  is,  we  have 
those  resources  really  here.  We  should  not  let  them  fade  away 
among  the  people  who  have  come  from  that  country;  and  in  addi- 
tion to  that,  many  young  people  who  at  an  early  age  could  learn 
another  language. 

As  I  say,  the  intellectual  property  exists  in  the  DOD,  and  maybe 
there  can  be  civilian  application  for  it.  It  seems  to  me  you  are  the 
best  candidate  to  make  the  application  for  civilian  purposes. 

Mr.  Carlson.  I  think  it  is  a  great  idea. 

Also,  the  amazing  advances  in  technology  make  all  of  this  infi- 
nitely more  possible. 

Ms.  Pelosi.  Incredible. 

Mr.  Carlson.  Yes.  Also,  Mary  Bitterman,  who  runs  your  station 
in  San  Francisco,  and  I  once  had  the  same  job  at  the  Voice  of 
America.  She  is  a  capable  person.  She  has  an  interest  in  languages 
because  of  her  time  at  the  VOA,  if  for  no  other  reason.  I  will  call 
her  and  talk  to  her  about  this. 

Ms.  Pelosi.  Thank  you.  Good  luck  to  you  in  your  work.  I  look 
forward  to  talking  to  you  about  these  issues  we  discussed. 

Thank  you,  Madam  Chairwoman. 

Mrs.  Lowey.  Thank  you. 

I,  too,  want  to  thank  you  for  your  important  work.  This  hearing 
has  been  very  interesting.  Because  of  time,  we  will  submit  the  bal- 
ance of  questions  for  your  response.  Thank  you  again  for  appearing 
before  us. 

Mr.  Carlson.  Thank  you.  Nice  to  see  you  all  again. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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FUTURE  OF  PUBLIC  BROADCASTING 

Mr.  Natcher:  In  your  opening  statement  you  indicated  that  public 
broadcasting  must  embark  on  a  new  course.  Can  you  describe  for 
the  Committee  how  emerging  telecommunications  technologies  will 
influence  public  broadcasting,  and  how  you  think  CPB  should 
respond  to  guide  the  development  of  the  system? 

Mr.  Carlson:  First,  all  of  public  broadcasting  is  seeking  to 
determine  the  most  effective  contribution  it  can  make  in  the 
ever-changing  world  of  telecommunications.  Public  broadcasters 
must  stop  thinking  of  themselves  simply  as  broadcasters.  We  are 
content  providers,  and  our  programs  and  services  should  be 
available  in  many  media  and  on  many  transmission  systems.  We 
should  be  technology  neutral. 

There  are  two  important  developments  taking  place  in 
telecommunications:  "the  digital  revolution"  in  production  and 
transmission,  and  "the  information  superhighway,"  i.e.,  television 
transmission  and  display  systems  integrated  with  switched 
telephone  systems. 


We  expect  that  both  public  television  and  public  radio  will  adopt 
advanced  digital  technologies  in  production  as  quickly  as 
possible. 

In  transmission,  the  possible  scenarios  are  more  complex.  We  do 
not  know  yet  how  widely  individual  broadcast  stations  will  be  able 
to  build,  own,  and  operate  their  own  proprietary  transmission 
systems  (as  distinguished  from  delivering  their  programming  to  the 
public  through  transmission  systems  built,  owned,  and  operated  by 
unrelated  organizations).  We  do  not  know  yet  how  commonly 
individual  public  broadcasting  stations  will  have  transmission 
systems  available  to  them  from  unrelated  parties  that  are  more 
efficient  than  transmission  systems  which  the  station  itself  might 
own  and  operate.  Above  all,  we  do  not  know  yet  on  what  terms 
those  other  transmission  systems  might  be  available  to  public 
broadcasting  stations  as  an  option  for  transmission  of  programs. 

CPB  believes  that  its  appropriate  course  is  to: 

1)  encourage  program  producers  (both  broadcast  stations  and 
independents)  to  begin  adopting  digital  production 
technologies  and  to  begin  modest  production  of 
multimedia,  and  particularly  interactive,  programming; 

2)  encourage  broadcasting  stations  to  invest  more  in 
additional  uses  of  some  of  the  kinds  of  programs  for 
which  their  past  investment  has  returned  only  limited 
rights  for  broadcast  distribution; 
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3)  encourage  broadcasting  stations  to  begin  diversifying 
their  options  for  transmission  by  developing  business 
relationships  and  partnerships  with  the  operators  of 
other  transmission  systems;  and 

4)  advocate  adoption  of  laws  and  rules  that  will  safeguard 
the  ability  of  all  Americans  to  use  and  enjoy  programming 
that  is  derived  from  intellectual  property  created  with 
financial  assistance  from  the  public  sector. 

Mr.  Natcher:  Do  you  know  how  much  of  the  $1.8  billion  system  is 
spent  on  programming  versus  the  infrastructure  costs  and 
administrative  overhead? 

Mr.  Carlson:  For  the  allocable  costs  of  television  and  radio 
system  for  FY  1992  of  $1,768  billion,  approximately  $935  million 
(E1  nercent  of  total)  was  spent  on  programming  related  costs,  $328 
million  (19  percent)  was  spent  on  broadcasting  and  satellite 
infrastructure  costs,  $206  million  (12  percent)  was  spent  on 
fund-raising  related  costs,  and  $298  million  (17  percent)  was 
spent  on  management  and  general  administration  costs.  An 
additional  $28  million  of  depreciation  was  not  allocable  to  any  of 
the  above  categories. 

Costs  allocated  to  the  various  categories  include: 

Programming:  Costs  of  production  and/or  acquisition  of  programming 
and  conducting  program  operations,  and  costs  of  program 
information. 

Broadcasting  infrastructure:  Costs  of  program  transmission  and 
interconnection"!  Also  included  is  an  allocation  of  $76.25  million 
as  part  of  the  satellite  replacement  projects  for  public 
television  and  radio. 

Fund-raising:  Costs  for  membership  development  to  secure 
contributions  of  money,  securities,  time,  materials,  or  facilities 
needed  for  operations.  Also  included  are  costs  for  underwriting 
development  to  solicit  program  funds  and  general  support  grants 
from  foundations,  corporations  or  governments. 

Management  and  general  administration:  Costs  for  supervising  and 
controlling  overall  day-to-day  operations,  including  accounting 
and  office  service  departments.  It  also  includes  resources  and 
activities  whose  costs  cannot  be  directly  identified  as  relating 
to  another  function,  but  which  are  indispensable  to  the  conduct  of 
those  activities  and  to  an  organization's  existence.  Both  local 
station  and  national  organization  management  costs  are  reflected. 

Mr.  Natcher:  The  Twentieth  Century  Fund  report  concluded  that  the 
current  distribution  of  CPB  funds  supports  a  waste  in  overhead  and 
needless  duplication  of  programming.  They  recommended  that 
federal  funding  of  station  operations  be  eliminated  and  that 
taxpayers  dollars  be  directed  solely  at  national  programming  that 
will  serve  the  nation  as  a  whole.  Does  CPB  agree  with  this 
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proposal? 


Mr.  Carlson:  No.  The  arguments  made  by  the  Twentieth  Century 
Fund  in  support  of  enhanced  funding  of  national  programming  are 
valid  and  CPB  would  not  dispute  that  the  industry  and  the  American 
public  would  benefit  from  such  increased  investment.  Nonetheless, 
this  proposal  does  not  add  new  money  to  the  national  program 
service,  it  only  proposes  to  transfer  existing  funds  at  the 
expense  of  local  stations,  decreasing  their  flexibility  and 
leverage.  It  would  prove  disastrous  to  public  television. 

Public  broadcasting  is  founded  on  the  basic  tenet  of  local 
service.  All  public  television  stations  reflect  the  unique 
characteristics  of  their  local  communities.  Each  public 
television  station's  local  programming,  its  selection  of  national 
programming,  its  educational  and  instructional  services, 
employment  demographics  and  community  outreach  activities  are 
specifically  tailored  to  the  needs  and  interests  of  the  community 
of  license. 

CPB's  Television  Community  Service  Grants  account  for  only  about 
15  percent  of  an  individual  station's  total  budget.  Nonetheless, 
it  serves  as  a  critical  leverage,  thanks  to  the  incentive  nature 
of  the  CSG,  for  generating  financial  support  from  the  private 
sector.  Many  stations  would  not  survive  without  direct  CPB 
support  and  the  local  revenue  this  support  helps  generate.  The 
almost  universal  coverage  public  television  now  enjoys  would 
quickly  deteriorate,  and  the  American  public  would  lose  access  not 
only  to  local  programs  and  services,  but  to  the  national  program 
schedule  the  Twentieth  Century  Fund  sought  to  support  as  well. 

Mr.  Natcher:  In  your  opinion,  do  we  have  too  many  public 
broadcasting  stations  in  some  markets  that  should  be  consolidated 
to  avoid  duplication?  If  so,  what  is  CPB  doing  to  address  this 
probl em? 

Mr.  Carlson:  In  the  television  system,  which  has  almost  universal 
coverage,  the  question  has  become  how  best  to  maintain  the 
integrity  and  viability  of  the  present  system  while  ensuring  that 
the  most  cost-effective  and  non-duplicative  services  are  available 
to  the  American  public.  Currently,  complementary  services  are 
required  for  new  TV  stations  seeking  support  in  a  market  with 
another  CPB-supported  station.   In  addition,  CPB  is  actively 
encouraging  stations  to  consider  the  benefits  of  mergers, 
cooperative  arrangements,  or  joint  operating  agreements.  We 
believe  there  are  situations  in  single  markets  or  states  where  one 
of  those  options  would  result  in  economies  of  scale,  development 
of  new  programming  streams,  and  operational  efficiencies. 

In  the  radio  system,  where  programming  is  format  driven,  there  is 
little  concern  about  duplication  of  service  in  a  market.  Stations 
commonly  provide  complementary  services  and  produce  predominantly 
local  programming  rather  than  airing  nationally  distributed 
programming. 
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Mr.  Natcher:  Has  CPB  considered  capping  community  service  grants 
in  order  to  fund  higher  priority  initiatives? 

Mr.  Carlson:  CPB  has  dealt  with  capping  grants  on  several 
occasions  -  but  the  consensus  is  that  grantees  just  below  the  cap 
are  rewarded  and  those  doing  the  best  job  of  raising  funds  are, 
perhaps,  under-rewarded.  Also,  it  is  the  largest  stations  in  the 
system  that  are  providing  the  bulk  of  the  national  program 
schedule  -  taking  the  risks  for  the  whole  system.  Capping  their 
grants  would  be  a  disincentive  to  growth. 

There  are,  however,  ways  that  the  system  can  and  does  move  funds 
around  to  respond  to  high  priority  initiatives.  For  instance,  the 
radio  system  agreed  in  1992  to  reserve  $5.7  million  of  a  $43 
million  radio  grant  pool  to  reward  stations  serving  minority 
audiences,  employing  a  majority  of  minority  staff,  having  a 
predominantly  minority  board,  or  serving  a  predominantly  rural 
community.  This  was  done  as  part  of  the  long  range  plan  to  expand 
radio  services  to  95  percent  of  the  country  by  the  year  2000. 

READY-TO-LEARN 

Mr.  Natcher:  As  you  know,  the  Department  of  Education  has 
requested  $10  million  for  the  Ready  to  Learn  program  in  1995. 
What  is  the  substantive  difference  between  Education's  use  of 
these  funds  and  the  Ready  to  Learn  activities  which  CPB  will  fund 
in  1996  and  1997? 

Mr.  Carlson:  The  Corporation  for  Public  Broadcasting  has  been  in 
conversation  with  the  U.S.  Department  of  Education  on  a  variety  of 
education-related  matters,  including  Ready  to  Learn.  We  are  not 
able  to  speak  to  the  substantive  differences  between  DOE's  use  of 
these  funds  because,  to  our  knowledge,  the  Department  does  not  yet 
have  a  clear  picture  of  how  it  will  use  Ready  to  Learn  funds. 
However,  under  the  Ready-To-Learn  Act,  the  Department  of  Education 
would  primarily  award  grants  for  programming. 

CPB's  primary  purpose  is  to  use  the  Ready  to  Learn  funds  to  help 
children  between  the  ages  of  2-5  to  acquire  learning  and  social 
skills  through  viewing  high-quality  children's  television.  CPB 
hopes  to  expend  money  on  programming  (this  will  represent  less 
than  twenty  percent  of  the  total  appropriation),  training  and 
community  outreach  activities  designed  to  reach  out  to  parents  and 
childcare  givers  who  are  responsible  for  caring  for  the  2-5  year 
olds  during  the  course  of  the  day.  Ready  to  Learn  efforts  will 
benefit  from  the  cooperation  of  local  public  television  and  radio 
stations  working  with  parents,  community  organizations,  and 
childcare  providers  to  address  local  school  readiness  problems. 

Mr.  Natcher:  Other  than  the  difference  in  the  fiscal  years,  what 
is  the  justification  for  establishing  two  Ready  to  Learn  programs 
--  one  at  the  Department  of  Education  and  one  at  CPB? 

Mr.  Carlson:  While  we  are  anxious  to  work  with  Education,  we  can 
only  speak  to  what  we  plan  to  do  with  the  money,  which  is  to 
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establish  a  high-quality,  integrated,  community-based  preschool 
educational  service  to  parents,  childcare  providers  and  children 
between  the  ages  of  2-5.  The  CPB/PBS  Ready  To  Learn  Project  hopes 
to  use  public  broadcasting  as  a  means  of  reaching  young  children 
and  their  parents  —  providing  them  with  the  social  skills  and 
fundamentals  of  learning.  The  overall  goal  is  to  help  these 
children  achieve  the  confidence,  skills  and  a  sense  of  place  as  a 
result  of  their  parents'  supervision  and  assistance. 

Mr.  Natcher:  If  the  Committee  wanted  to  fund  Ready  to  Learn  in 
only  one  agency,  what  arguments  would  you  make  for  choosing  CPB 
over  the  Department  of  Education? 

Mr.  Carlson:   Research  that  tells  us  that  television  is  the 
"principal  shaper  of  children's  minds.  ..."  (Norman  Cousins 
Introduction  to  Kate  Moody's  (1980)  book,  Growing  Up_  On 
Television) .  Furthermore,  statistics  tell  us  that  54%  of  all 
infants  under  the  age  of  6  live  in  homes  where  both  parents  work, 
or,  if  single-parented,  the  single  parent  is  in  the  labor  force. 
There  is  every  reason  to  use  excellent  children's  television 
programming,  such  as  Sesame  Street  and  Reading  Rainbow,  to  capture 
the  imagination  and  mind-set  of  these  youngsters. 

CPB,  PBS  and  public  television  and  radio  stations  have  the 
infrastructure  to  reach  into  the  homes  of  millions  of  parents  and 
children.  This  infrastructure  is  built  on  25  years  of  expertise, 
research  and  credibility  with  parents,  teachers  and  children's 
education  advocates.  The  Department  of  Education  must  spend 
additional  money  connecting  with  the  stations  and  the  other 
delivery  services.  Public  broadcasting's  infrastructure  is 
compatible  with  a  range  of  evolving  technologies  —  interactive, 
multimedia  technologies. 


CPB  ADMINISTRATIVE  COSTS 

Mr.  Natcher:  The  President's  budget  recommends  a  $19  million 
reduction  in  funding  for  CPB  in  1997.  How  much  discussion  did  you 
have  with  the  Clinton  Administration  about  your  budget  request, 
and  at  what  level  did  this  occur? 

Mr.  Carlson:  CPB  has  had  several  discussions  with  its  Office  of 
Management  and  Budget  (0MB)  examiner,  Sharon  Barkaloo,  regarding 
the  FY  1997  budget.  On  December  16,  1993,  I  submitted  a  written 
request  to  The  Honorable  Leon  Panetta,  0MB  Director,  to  support  an 
appropriation  of  $360  million  for  FY  1997. 

Mr.  Natcher:  Beginning  in  1993,  the  President  has  required 
executive  branch  agencies  to  reduce  their  staffing  levels  by  4%  by 
1995  and  12%  by  1999.  Is  CPB  voluntarily  reducing  staffing  and 
administrative  costs  in  the  spirit  of  this  streamlining 
initiative? 

Mr.  Carlson:  Yes.  While  we  do  not  fall  under  the  purview  of  the 
direct  authority  of  the  President,  CPB,  by  statute,  cannot  spend 
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more  than  5%  of  its  budget  on  administrative  costs.  For  Fiscal 
Year  1997,  we  would  dedicate  4.5%  of  our  $330  budget  to 
administrative  costs.  We  have  always  strived  to  keep 
administrative  costs  low.  We  have  no  plans  to  increase  staffing 
levels  and  are  continually  looking  for  ways  to  use  our  human 
resources  wisely. 

STATION  FUNDING  AND  FUNDING  SOURCES 

Mr.  Natcher:  What  are  the  recent  trends  in  non- Federal  funding 
and  what  are  your  projections  for  the  future? 
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Mr.  Natcher:  Insert  in  the  record  at  this  point  a  historical 
graph  on  system  funding  sources. 
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In  Millions  of  Dollars 
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In  Millions  of  Current  Dollars 


« 


CD 

O 

c 

ft 

a 

n 

o 

O 


O 

3 


T3 

C 


00 

>-» 

o 

n. 

o 

w 

VI 

5" 

00 


o 


Is)  0-> 

o  o 

o  o 


o 

o 


OS 

o 
o 


o 

o 
o 


<#» 


«> 


v» 


N)  >*»  3-' 

o  o  o 

o  o  o 


00 

o 
o 


1980 


1981 


1982 


1983 


1984 


1985 


1986 


1987 


1988 


1989 


1990 


1991 


1992 


"a 

c 

S 

03 

i-t 

O 

a> 

Cu 

r* 

a» 

en 

i-f 

i— • 

13 
OQ 

«— < 

3 
r* 
O 

3 

o 

c 

l-J 
r> 

n 

> 

M 

VC 

00 

O 
i 

M 

v£> 


■ 

□ 

ssss 

■ 

m 

H 

IE 

> 

C/S 

a 

*rt 

n 

en 

»fl 

c 

c 

o 

o 

*♦ 

n 

o 

§ 

en 

**• 
3 

§ 

ST 

a 
n 

5 

n 

0Q 

fr 

w 

n 
3 

or 
re 

i 

w 

o" 

s 

r-1 
o 

n 

Q 

CB 

C 

3 

KM* 

3 

i-l 

t» 

■—• 

5" 

<n 

w 

O 

o 
< 
n 

n 

3 

sr 

09 

O 
3 

671 


rH  eft.  CS 

£1    Ift  CS  VO 

{   N  r<  tt 

*   «»  «»> 


V*   «#> 


«»    rH" 


cs  rH  is 

jj  *r  on  * 

*   N  »  » 
ON 


S  •* 


ONJWveOrHCfNrtv 


R 


On 


00 

c> 

r-l 
0) 

a 

O 
CD 

S 

o 
u 

00 

c      3 

co  e 
m  e 
u 

s 

PQ 


2 

— 

"o 
Q 

e 

E 

3 

u 


0) 

C 

o 


8    S 


1   3    8    S   S    R    3 
*  Si  a  «*  8  ~  St 


00 

on     Si 

CO        «S 
ON         tft 


» 


Cft 


CI 

ID 


8 


8  S  a 
K   3   ~   * 


ON 
VO 


CS 


ass 

8  *»   * 


s 

rH 

v» 

ON 


«*  rH^ 


r-*     1-t 


s 


CO 
ON 


R  8  s  S  2  s 


a  &  a  s 


I « *  a  s 


tXffttsaOvevmw 

*  S  w  ~ 


ft. 


s 


S     K    2    2     "-1     ** 

IS        1/1       rH        O        1-1        CM 

rj     <«     «">     is     —i     v»     «/* 


CO        rH       SD       m       Ift 
eft       In       ^i      cn|      ve 


._  rH  ON       rH 

ift  in  cs 

0P  rH  W» 

ON  «► 


**    £i     «»  »     «     S     w     »     » 


s 


in 

ON 

is 


Cft 


ve 

s 


s 

ON 

rH 

CO 
eft 

rH 

ON 
IS 

00 

ON 
GO 

rH 

o 

ON 

ve 

IS 

00 
CS 

Ift 

^> 

rH 
*f> 

rH 

IS 
IS 

rH 

ON 

Cft 
CO 
ON 

rH 

erj 

rH 

IS 

Ift 

rH 

o 

ON 

ON 

IS 

Ift 

IS 

© 

IS 

rH 

Ift 

rH 

rH 
IS 

CS 

Ift 

a 
s 

&r 

CS 

rH 

IS 

rH 

ve 
cs 

IS 

rH 
<*> 

Ift 

CO 

o 

rH 

IS 
IS 

O 
O 
rH 

IS 

rH 

e 

IS 

ON 

in 

CO 

e 
*— > 

(A 

ra 
u 

•a 
n 

o 
i- 

G0 

rH 
CO 
ON 

rH 

IS 

ve 

rH 

IS 

8 

s 

Ift 

rH 

IS 

8 

IS 

rH 
<ft 

ON 

rH 

00 

rH 
rH 
rH 

o 

IS 

<A 

ON 

ON 

ve 
4r> 

O 
CO 

ON 

rH 

IS 
Ift 

rH 

rH 

o 

s 

Ift 

rH 

o 

ts 

CO 

IS 

rH 

CS 

IS 

r> 

ift 

00 

tx 

rH 

o 

8 

ift 

2 

9 
CU 

01 

y 


I       S 

5  * 


c 

0i 


=  a   e 


-  & 


o 
U 


s 

(0 

u 
00 


■a 


>  i 

°  o 

00  g, 

■J  W3 


C  £ 

>  9  C 

i  4  ! 

*  1  =    S          2 

—  JO  W      3        <«      JQ 

8  3  oj     ^2      S     Ti 

SB  iS  u       O        3       3 

v)  O  o.    u.    eo    cn 


e 

-c 


I     5 


8 

o 


o 
H 


e 

o 
•— 

2 

o 

r 

u 

Ut 

3 
O 
05 


672 


Mr.  Natcher:  Is  the  system  reviewing  its  underwriting  guidelines 
as  a  way  to  increase  funding  from  non-tax  based  sources? 

Mr.  Carlson:  Television  underwriting  guidelines  are  primarily  the 
province  of  PBS.  Our  understanding  is  that  current  review  has 
been  undertaken  because  of  a  great  deal  of  confusion  and  debate 
among  producers  as  to  what  is  a  legitimate  and  appropriate 
underwriter  for  national  programs.  Many  feel  that  the  rules  are 
not  applied  equitably. 

For  public  radio,  underwriting  is  the  province  of  producers  and 
local  stations. 

Mr.  Natcher:  Insert  at  this  point  in  the  record  a  table  for 
1989-1994  showing  public  broadcasting  income  from  all  federal 
sources . 
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Mr.  Natcher:  Can  you  tell  us  how  much  the  increasing  competition 
from  cable  TV  has  affected  your  audience  and  support  from  viewers? 

Mr.  Carlson:  "Cable  television"  is  both  a  transmission  system  and 
a  set  of  program  services  that  have  no  over-the-air  broadcast 
delivery.  Program  services  that  originate  on  cable  television 
have  not  drawn  any  significant  amount  of  viewing  away  from  public 
television  in  recent  years.  In  contrast,  though,  the  viewing  of 
public  television  programming  on  cable  --  rather  than  by  over-the-air 
broadcast  reception  --  has  continued  to  grow  as  cable  penetration 
increases. 

During  the  last  several  years,  people's  overall  use  of  television, 
VCRs,  and  video  games  has  expanded  more  markedly  than  their  use  of 
television  has  shifted  from  one  form  of  source  of  programming  to 
another.  Households  that  subscribe  to  cable  are  shifting  viewing 
away  from  independent  stations  toward  cable-originated  services 
and  (less  pronounced)  cutting  back  on  pay  cable  services  in  favor 
of  "basic"  cable,  but  their  viewing  of  public  television  has 
remained  fairly  constant. 

Cable  television  may  have  a  different  impact  on  public 
television's  fund-raising  from  viewers.  Recent  studies  of  public 
television  contributors  have  shown  that  cable-subscribers  are  less 
ready  than  non-cable-subscribers  to  make  a  contribution  a  second 
time.  There  are  some  indications  that  contributors  to  public 
television  often  accept  the  "pitch"  that  some  cable  channels  make 
in  their  advertising,  that  watching  the  cable  channel  offers 
viewers  essentially  the  same  benefits  as  does  watching  public 
television. 

Moreover,  many  people  believe  --  incorrectly  --   that  cable  systems 
pay  public  television  stations  a  portion  of  the  revenues  they 
collect  from  cable  subscribers.  We  don't  know  for  sure  whether 
this  widespread  misperception  has  affected  fund-raising  from 
public  television  viewers,  but  it  may  have  some  adverse  effect. 

Cable  television  may  also  have  an  impact  on  public  radio.  Many 
subscribers  to  new  cable  audio  services  carried  on  cable 
television  systems  are  financial  contributors  to  public  radio 
stations.  There  is  no  hard  evidence  yet  but  we  are  monitoring  the 
market  to  be  sure  there  is  not  an  adverse  effect  on  membership 
revenues  for  public  radio. 

Mr.  Natcher:  Provide  a  10  year  table  on  the  number  of  public 
broadcasting  viewers  and  listeners. 
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One-Week  Cumulative  Public  Radio  Audiences: 
CPB- Supported  Stations 

Spring:  1983-1993 

(in  millions  of  persons  aged  12+) 


1983 

8.7 

1984 

8.7 

1985 

9.8 

1986 

11.2 

1987 

11.7 

1988 

11.8 

1989 

13.3 

1990 

13.9 

1991 

15.8 

1992 

16.5 

1993 

17.8 

Source:  Arbitron  Ratings  Company,  Nationwide  Estimates 
Notes: 

A  CPB-supported  station  refers  to  a  noncommercial  educational  radio 
station  that  meets  criteria  established  by  the  Corporation  for  Public 
Broadcasting  to  qualify  that  station  for  one  or  more  of  the  various 
forms  of  CPB  financial  support. 

Average  one-week  cumulative  audience  for  the  daypart  refers  to  the 
estimated  number  of  different  (or  unduplicated)  persons  aged  12  years 
or  older  who  listened  to  any  CPB-supported  public  radio  station  one  or 
more  times  for  at  least  five  minutes  between  6  AM  and  midnight  on  any 
day  or  days  during  a  seven-day  audience  measurement  period. 

All  estimates  presented  here  reflect  averages  for  multiple  one-week- 
long  sample  periods  distributed  evenly  in  time  throughout  a  12-week 
Spring  measurement  season. 


676 


One-Week  Cumulative  Public  Television  Audiences 
Season  Averages:  1982-1993 
(in  millions  of  households) 


1982-83 

43.2 

1983-84 

44.7 

1984-85 

46.9 

1985-86 

47.3 

1986-87 

49.4 

1987-88 

49.4 

1988-89 

49.9 

1989-90 

49.5 

1990-91 

50.3 

1991-92 

51.5 

1992-93 

54.1 

Source:  Nielsen  Television  Index 

Notes: 

Cumulative  audience  refers  to  the  estimated  number  of  different  (or 
unduplicated)  households  in  the  contiguous  48  states  who  viewed  any 
public  television  station  one  or  more  times  within  the  one-week 
audience  measurement  period. 

All  estimates  presented  here  reflect  averages  of  estimates  for 
multiple  one-week-long  sample  periods  distributed  evenly  in  time 
between  October  and  September  of  each  year- long  season. 
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Mr.  Natcher:  Provide  a  table  showing  the  funding  and  number  of 
new  stations  under  the  radio  expansion  project  since  it  was  first 
funded  through  1997.  Include  the  percentage  of  the  nation  which 
receives  a  public  radio  signal  for  each  year. 

Mr.  Carlson:  A  1989  study  of  public  broadcasting  coverage  in  the 
United  States  conducted  by  the  Department  of  Commerce's  National 
Telecommunications  and  Information  Administration  (NTIA) 
determined  that  "[approximately  86  percent  of  the  U.S.  population 
receives  at  least  one  public  radio  signal." 

Since  that  study,  CPB  created  the  Public  Radio  Signal  Extension 
Program,  which  provides  grants  to  assist  public  radio  stations  in 
preparing  the  legal  and  engineering  documentation  to  apply  for 
NTIA's  public  Telecommunications  Facilities  Program  (PTFP)  grants 
and  Federal  Communications  Commission  applications  for  extending 
their  service  into  unserved  areas. 

In  an  initiative  more  efficient  than  requiring  the  creation  of  new 
stand-alone  stations,  the  program  provides  up  to  $15,000  to 
CPB-supported  public  radio  stations  to  perform  feasibility  work  to 
extend  their  signal  to  unserved  areas. 

As  of  this  date,  CPB  has  awarded  91  grants  totalling  almost 
$850,000.  Virtually  all  these  projects  are  currently  active.  If 
successful  in  their  efforts  to  receive  PTFP  funding  and 
appropriate  FCC  licensing,  these  stations  will  add  about  3.5 
million  people  to  public  radio's  national  coverage  map. 

In  addition  to  the  Signal  Extension  Grant  program,  CPB  administers 
several  radio  expansion  grants  programs  that  support  stand-alone 
operations. 

As  of  this  fiscal  year,  there  are  three  new  programs  to  benefit 
the  rural  stations.  They  are  the  Micro-Market  Grant,  Rural  Station 
CSG  and  the  Rural  Expansion  Grant. 

The  Micro-Market  Grant  is  designed  to  assist  stations  in 
exceptionally  rural  areas  with  a  population  of  25,000  or  less. 
The  station  must  be  the  only  full  power  public  radio  signal  to  at 
least  75%  of  the  population  within  the  coverage  area. 
Micro-market  stations  do  not  need  the  5  full-time  staff  required 
by  the  CSG  program.  Rather,  they  may  qualify  with  3  or  4 
full-time  staff.  Unlike  Stations  in  the  Step  Grant  program, 
Micro-Market  stations  may  stay  at  those  staffing  levels 
indefinitely. 

Micro-market  stations  receive  the  CSG  Base  Grant  ($26,000  in 
1994).  These  stations  may  also  be  eligible  for  NPPAG  funds. 

Rural  Station  Community  Service  Grants  employ  incentives  for  those 
stations  in  the  CSG  program  that  are  located  in  exceptionally 
rural  areas,  broadcast  to  at  least  75%  of  the  populations  in  the 
coverage  area  and  are  the  only  full -power  public  radio  signal  in 
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the  area. 

Rural  CSG  stations  receive  125%  of  the  CSG  and  NPPAG  base  and  125% 
of  their  NFFS  match. 

CSG  stations  that  qualify  for  both  the  Rural  Station  Grant  Program 
and  the  Minority  Station  Program  may  benefit  from  each. 

The  Rural  Expansion  Grant  (REG)  is  intended  to  assist  stations 
with  translators  and  repeaters  in  remote  areas.  REG  recipients 
receive  a  fixed  grant  award  for  a  period  of  up  to  three  years  for 
each  eligible  repeater  or  translator.  Each  year,  the  total  REG 
pool  of  funding  is  divided  into  equal  shares,  with  eligible 
translators  each  receiving  one  share  and  eligible  repeaters  each 
receiving  three  shares. 

These  programs  are  in  addition  to  CPB's  Sole  Service  Assistance 
Grant  which  supports  any  on-the-air  noncommercial  AM  or  FM  station 
that  provides  the  only  full -power  broadcast  service  (radio  or  TV, 
noncommercial  or  commercial)  to  its  community  of  license. 

Sole  Service  stations  receive  $26,000  each  in  FY  1994;  $37,000,  if 
they  have  an  operational  downlink  tuned  to  the  public  radio 
satellite  system. 

CPB  does  not  have  the  resources  to  execute  a  comprehensive  study 
of  public  radio  coverage  similar  to  the  one  NTIA  conducted  in 
1989.  And  since  that  watershed  study,  NTIA  itself  has  not 
attempted  any  update. 

Therefore,  any  present  coverage  figures  CPB  can  provide  must  be 
only  our  best  guess  based  on  audience  estimates  provided  by  our 
supported  stations.  With  that  caveat,  below  is  a  table  showing 
the  funding  and  number  of  new  stations  under  the  various  radio 
expansion  projects  since  they  were  first  funded: 
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FISCAL 

GRANT 

NUMBER  OF 

TOTAL  GRANTS 

%  OF 

YEAR 

PROGRAM 

GRANTEES 

AMOUNT 

CUMULATIVE 
COVERAGE 

1989 

SSAG 

11 

$44,000 

86% 

1990 

SSAG 

13 

$100,100 

86% 

1991 

SSAG 

13 

$138,450 

87% 

NPPAG 

13 

138,450 

STEP  1 

9 

167,003 

STEP  2 

3 

76,344 

STEP  3 

3 

87,477 

1992 

SSAG 

15 

$367,125 

87.3% 

NPPAG 

14 

174,351 

STEP  1 

3 

61,110 

STEP  2 

10 

271,600 

STEP  3 

3 

101,850 

1993 

SSAG 

14 

$342,650 

87.8% 

NPPAG 

22 

268,383 

STEP  1 

4 

78,248 

STEP  2 

12 

312,996 

STEP  3 

2 

65,208 

SEG 

498,862 

1994 

SSAG 

15 

$390,000 

88.5% 

NPPAG 

25 

306,500 

MICRO-MARKET    6 

222,000 

REG 

32 

200,000 

STEP  1 

1 

33,300 

STEP  2 

8 

273,800 

STEP  3 

3 

138,750 

SEG 

$349,870 

1995 

89% 

1996 

91% 

1997 

92% 

SSAG: 

Sole  Service  Assistance 

Grant 

NPPAG: 

National 

Program  Product 

ion  &  Acquisit 

ion  Grant 

REG: 

Rural  Expansion  Grant 

STEP: 

Station 

Development  Grant 

SEG: 

Signal  E 

xtension  Grant 

CPB  REAUTHORIZATION 


Mr.  Natcher:  As  you  know,  the  authorization  for  CPB  expires  at 
the  end  of  1996.  What  authorization  levels  will  you  be 
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recommitting  to  the  authorizing  committees  for  1997,  1998  and 
1999?  Mill  you  be  proposing  any  major  programmatic  changes? 

Mr.  Carlson:  We  will  propose  authorized  levels  of  $425  million 
for  each  of  fiscal  years  1997,  1998,  and  1999,  which  is  equal  to 
the  authorized  level  for  FY  1996.  We  will  recommend  no  changes 
to  the  legislation. 

Mr.  Natcher:  During  a  five  year  period  when  discretionary 
spending  is  frozen,  how  do  you  justify  a  45%  increase  over  the 
current  funding  level  for  public  broadcasting? 

Mr.  Carlson:  CPB  is  requesting  a  10.6%  increase  over  the  FY96 
funding  level  to  meet  the  Corporation's  statutory  mission  of 
facilitating  the  development  of  public  telecommunications  in  the 
United  States.  Funds  for  station  support  provide  high-quality 
programming  and  educational  services  to  every  American  regardless 
of  location  or  income.  Programming  funds  provide  access  to 
innovative  radio,  television,  multimedia,  and  outreach  efforts  for 
a  broad  range  of  issues  and  populations  including  the  Independent 
Television  Service  and  the  Minority  Consortia.  Ready-To-Learn 
provides  funding  for  public  broadcasting's  focused  response  to  the 
special  Congressional  and  Administration  initiatives  in  support  of 
early  childhood  education.  System  support  monies  subsidize 
innovations  in  technology  such  as  descriptive  video  for  the 
visually  impaired,  efforts  to  promote  equal  employment 
opportunity,  training,  and  administrative  costs  of  the  ITVS  and 
the  Minority  Consortia;  and  finally,  the  smallest  pool  of  funds  in 
our  budget  --  4.5%  --  will  fund  the  administration  of  the 
Corporation. 

MINORITY  PROGRAMMING 


Mr.  Natcher:  Provide  a  table  which  shows  the  historical 
programming  and  administration  funding  for  the  minority  consortia. 

Mr.  Carlson:  The  following  chart  outlines  funds  given  to  the 
Minority  Consortia  to  cover  administrative  costs  and  programming 
costs.  It  is  important  to  note  that  CPB  funds  not  only  the 
Consortia,  but  also  numerous  programs  that  by  and  of  interest  to 
minorities.  The  third  column  of  the  following  chart  chronicles 
this  information. 


year 


programming 


administration 


overall 
programming* 


1990 
1991 
1992 
1993 
1994 


$  800,000 
800,000 
1,000,000 
1,000,000 
1,000,000 


$  800,000 
800,000 
1,250,000 
1,250,000 
1,250,000 


$4,313,415 

4,708,720 
11,337,165 

3,290,000 
not  yet  awarded 


*  represents  grants  for  programming  by  minorities  and  of 
interest  to  minorities 
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Mr.  Natcher:  Approximately  how  many  hours  of  minority  programming 
has  been  produced  through  the  consortia  and  how  many  hours  have 
been  aired  on  public  TV? 

Mr.  Carlson:  Since  1989,  the  Consortia  has  been  administered 
through  the  Television  Program  Fund.  Since  that  time,  55  hours  of 
programming  have  been  produced  and  35  hours  have  been  aired  on  the 
public  broadcasting  system.  Currently,  28  projects  are  in  the 
production  pipeline. 

Mr.  Natcher:  Provide  a  table  which  shows  the  historical 
programming  and  administration  funding  for  the  Independent 
Television  Service  (ITVS). 

year        programming   administration 

1990  &  91  $11,750,000*  $2,550,700* 

1992  7,200,000      800,000 

1993  7,200,000      800,000 

1994  7,200,000**    500,000*** 

*   Total  over  two  years 
**  Contracts  in  process 

***  Balance  of  the  $800,000  yet  to  be  requested  from  CPB 
under  contract 

Mr.  Natcher:  Approximately  how  many  hours  of  programming  has  been 
produced  through  the  ITVS  and  how  many  hours  have  been  aired  on 
public  TV? 

Mr.  Carlson:  Production  has  been  completed  on  more  than  15.5 
hours  of  programming  funded  through  the  ITVS,  and  10  hours  have 
been  aired  on  public  television. 

Programs  funded  by  ITVS  are  just  beginning  to  enter  the 
programming  pipeline.  To  date,  22  single  productions  and  two 
series  are  complete.  Two  specials  and  one  series  have  been 
scheduled  by  PBS;  three  productions  have  appeared  in  national 
series;  and  12  productions  are  being  broadcast  nationwide  on 
public  television  stations  via  regional  distribution. 


OBJECTIVITY  AND  BALANCE 

Mr.  Porter:  CPB  is  often  accused  of  liberal  bias  in  program 
content.  Please  provide  for  the  record  a  list  of  all  CPB-funded 
programming  which,  in  your  opinion,  is  wholly  or  primarily 
conservative  in  content. 

Mr.  Carlson:  CPB  has  never  acknowledged  or  accepted  the  claim 
that  there  is  liberal  bias  in  the  content  of  the  programs  it 
funds.  Indeed,  a  review  of  the  projects  funded  directly  by  the 
Corporation's  Television  Program  Fund  would  result  in  very  few 
titles  which  have  been  the  source  of  controversy.  Because 
absolutely  no  political  evaluative  measure  is  applied  to  any 
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Programs  are  funded  because  of  CPB's  belief  in  their  ability  to 
make  a  positive  difference  in  Americans'  lives.  Diametrically 
opposed  perceptions  of  public  television  are  as  pervasive  as  there 
are  issues  which  foment  American  debate.  Yet  the  Corporation 
continues  to  ensure  that  all  have  an  equal  opportunity  to  compete 
for  its  programming  dollars,  and  that  the  evaluative  measures  are 
based  on  the  efficacy  and  import  of  the  idea  itself.  The  recent 
CPB-sponsored  nonpartisan,  public  opinion  poll  of  public 
television  programming  bears  out  the  claim  that  the  bulk  of  the 
American  viewing  public  sees  the  institution  as  impartial,  crucial 
and  factual.  Only  13  percent  of  respondents  said  they  found 
public  television  biased.  The  survey  also  indicated  that  the 
issue  of  bias  was  of  secondary  concern  for  more  than  two-thirds  of 
participants. 


PUBLIC-PRIVATE  PARTNERSHIP 

Mr.  Porter:  In  your  written  statement  you  refer  to  public-private 
partnerships.  Would  you  elaborate  on  this?  What  are  you  doing  to 
encourage  these  initiatives? 

Mr.  Carlson:  Public  Broadcasting  is  successful  precisely  because 
it  is  a  partnership  between  the  public  sector,  the  private  sector, 
and  the  non-profit  sector.  Federal  funds  distributed  by  CPB 
account  for  about  17  percent  of  the  total  income  for  public 
broadcasting.  The  majority  of  the  industry's  $1.8  billion  income 
is  derived  from  state  and  local  governments,  businesses, 
foundations,  and  the  millions  of  individual  subscribers  who  make 
local  stations  possible.  Over  the  past  25  years,  public 
broadcasting  has  successfully  leveraged  taxpayer  funds  to  create 
broad  private  sector  support. 

CPB  has  encouraged  public  broadcasters  to  seek  more  partnerships 
and  alliances  with  the  private  sector,  especially  in  the  areas  of 
cable  and  interactive  multimedia.  We  have  begun  discussions  with 
a  major  cable  network  on  possible  co-productions  and  joint 
broadcasts.  We  are  also  exploring  links  to  media  companies  and 
other  high-tech  industries.  We  are  also  reviewing  our  grant 
programs  to  provide  stations  and  producers  with  financial 
incentives  to  pursue  public-private  partnerships. 


RADIO  EXPANSION 

Mr.  Porter:  Congress  has  been  concerned  with  the  need  to  serve 
more  Americans  with  public  radio.  How  are  funds  distributed  to 
ensure  this  result? 

Mr.  Carlson:  CPB  has  made  dual  commitments  to  extend  public  radio 
to  unserved  audiences  and  expand  service  to  underserved  audiences. 
In  fact,  CPB  has  the  goal  of  expanding  public  radio  coverage  to 
95%  of  the  U.S.  population  by  the  year  2000. 

Recent  changes  in  the  manner  in  which  radio  CSGs  are  awarded 
provide  incentives  to  stations  operating  in  extremely  rural  areas 
and  stations  with  minority  audiences,  boards,  and/or  staffs. 
These  targeted  investments  in  new  programs  highlight  the 
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opportunities  that  diverse  radio  services  represent.  In  turn, 
this  means  more  effective  services  to  more  Americans  and, 
therefore,  a  strengthened  public  radio  system. 

In  addition,  CPB  administers  the  Rural  Expansion  Grant  and  the 
Signal  Extension  Grant  program  which  assist  existing  grantees  in 
extending  and  supporting  their  service  in  the  most  efficient  means 
available  --  translator  and  repeater  facilities  --  into  otherwise 
unserved  areas. 


FUNDING  MINORITY  STATIONS 

Mr.  Stokes:  At  the  requested  level,  the  Corporation  for  Public 
Broadcasting  would  allocate  $218.2  million  of  the  requested  $345 
million  for  Community  Service  Grants.  These  funds  would  be 
distributed  between  public  radio  and  public  television.  Of  the 
700  public  radio  and  350  public  television  stations  that  would  be 
funded,  how  many  of  each  have  a  minority  focus  and  are  operated  by 
minorities? 

Mr.  Carlson:  Currently,  CPB  supports  59  radio  and  17  TV  stations 
that  have  a  minority  or  multicultural  focus  or  are  operated  by 
minorities.  CPB  believes  that  the  initiatives  begun  in  radio  with 
1994  grants  will  encourage  a  significant  increase  in  that  number 
by  1997.  CPB  is  also  pursuing  an  initiative  to  increase  quality 
multicultural  TV  programming  through  the  existing  multicultural 
stations,  and,  through  that  initiative  and  additional  programming 
from  the  Minority  Consortia,  make  multicultural  programs  part  of 
the  core  schedule  for  all  public  TV  stations. 


OUTREACH 

Mr.  Stokes:  Describe  what  initiative  the  Corporation  considers  to 
be  its  most  effective  outreach  project  and  why? 

Mr.  Carlson:  The  most  effective  nationwide  outreach  campaign 
mounted  by  the  CPB-funded  Public  Television  Outreach  Alliance 
(PTOA)  and  public  broadcasting  has  been  Project  Literacy  U.S. 
(PLUS),  due  primarily  to  its  longevity  (national  documentaries  and 
campaigns  for  four  years),  its  reach,  its  commercial  network 
partnership  with  Capitol  Cities/ABC,  and  its  ability  to  leverage 
significant  outside  funding  (well  over  $3  million). 

From  1986  through  1989,  PBS  aired  four  literacy  documentaries 
focusing  on  national  awareness  of  the  adult  literacy  problem, 
workplace  literacy  needs,  youth  literacy  needs,  and  mentoring.  At 
the  same  time,  ABC  aired  primetime  documentaries  and  dramas  and 
included  literacy  coverage  in  its  public  affairs  and  entertainment 
programs.  In  the  first  two  years,  CPB  also  funded  literacy 
coverage  on  National  Public  Radio  and  made  available  three 
televised  adult  learning  series,  including  the  very  successful 
"GED  On  TV,"  all  from  Kentucky  Educational  Television.  Over  these 
four  years,  hundreds  of  print  pieces,  ranging  from  prison  literacy 
to  mentor  organizations  directories,  were  funded,  prepared,  and 
distributed.  Literacy  providers  and  others  at  the  local  level 
were  united  in  425  local  PLUS  task  forces.  Many  of  these  task 
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forces  still  exist  in  1994,  with  some  expanding  to  state-wide 
coverage  thus  receiving  state  funds.  WQED/Pittsburgh,  PA,  the 
public  television  creator  of  PLUS,  continues  to  service  these  task 
forces  with  materials  and  reports.  The  most  requested  video  is 
the  mentoring  program  "One  PLUS  One."  Even  after  PLUS  ceased  on 
public  television,  the  mentoring  thrust  continued  with  Department 
of  Labor  funds  making  possible  the  first  two  National  Mentoring 
Conferences  in  1990  and  1991,  which  provided  a  first-ever  forum 
for  such  organizations. 

The  PLUS  campaign  generated  hundreds  of  thousands  of  calls  to 
local  and  national  hotlines  (400,000  in  the  first  year)  and  a 
marked  increase  in  tutor  volunteers  and  adult  literacy  students. 
General  public  awareness  of  literacy  problems  increased  from  40  to 
70  percent. 


FUNDING  THE  MINORITY  CONSORTIA 

Mr.  Stokes:  In  your  professional  judgement,  what  level  of 
appropriation  is  required  to  effectively  support  the  five  national 
minority  broadcasting  consortia?  Specifically,  for  each  of  the 
five  outline  in  priority  order  the  initiatives  that  would  be 
implemented. 

Mr.  Carlson:  The  escalating  costs  of  program  production  and  the 
administrative  checks  and  balances  which  are  an  important  part  of 
any  media  funder's  function,  dictate  that  the  Consortia's 
wherewithal  must  be  greatly  increased.  If  each  of  the  Consortia 
had  at  least  $1  million  toward  program  production  and  acquisition 
funding  and  additional  equitable  dollars  for  administration.  CPB 
believes  they  would  be  able  to  achieve  significant  impact  on  the 
national  PBS  schedule.  The  Corporation  has  never  attempted  to 
enforce  its  own  goals  or  priorities  on  the  Consortia.  We  have 
felt  it  important  that  each  of  the  Consortia,  after  canvassing 
their  own  communities,  identify  the  most  important  initiatives  to 
be  undertaken. 

The  five  Minority  Consortia  continue  to  share  a  great  number  of 
the  same  goals.  Overarching  all  of  their  activities  and  ambitions 
is  the  desire  to  increase  the  quantity  of  quality  multicultural 
programming  through  production  funding,  acquisition,  and 
cofunding.  Each  of  the  consortia  additionally  wants  to  increase 
opportunities  for  minority  producers  to  create  programming  for 
public  television.  They  each  put  emphasis  on  discovering  and 
training  new,  talented,  younger  producers  of  color. 

Each  of  the  Consortia  seeks  to  be  a  liaison  between  producers  and 
other  communications  entities,  providing  access  to  like-minded 
institutions  both  domestically  and  internationally.  For  example, 
senior  management  of  the  National  Black  Programming  Consortium  has 
taken  packages  of  programs  it  has  funded  to  American,  African,  and 
European  festivals,  screenings,  and  markets.  They  have  exhibited 
these  programs  and  put  the  producers  in  contact  with  potential 
buyers.  NBPC  has  also  represented  many  of  their  producers'  new 
film  and  television  ideas  at  these  venues.  The  Consortia  work  in 
individual  and  collective  ways  to  be  advocates  within  and  without 
public  broadcasting  for  a  greater  share  of  the  resources  and 
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higher  visibility  of  minority  programming  seen  regionally, 
locally,  and  nationally  on  public  airwaves. 

Several  of  the  Consortia  have  placed  emphasis  or  priority  on  very 
specific  initiatives.  However,  to  put  all  their  goals  in  some 
priority  is  not  possible,  as  no  single  goal  is  higher  for  any 
consortium  than  increasing  opportunities  for  minority  media 
professionals  to  make  more  programming  from  their  communities. 
Concomitant  with  this  goal  is  putting  more  minorities  to  work  for 
public  broadcasting  through  production  of  meaningful,  high 
profile,  powerful  new  shows. 

Each  of  the  Consortia  are  engaged  in  the  following: 

--  The  National  Black  Programming  Consortium  is  concerned  with 
programming  that  would  allow  Americans  to  better  understand 
the  historical  and  contemporary  impact  of  African  Americans 
throughout  the  world.  How  African  America  affects  and  is 
affected  by  the  global  village  and  the  ubiquity  of  the 
African  worldwide.  It  also  wants  to  create  more  programming 
that  can  increase  understanding  between  blacks  in  America, 
no  matter  what  original  nationality  or  economic  and 
political  group. 

--  The  National  Latino  Communications  Center  has  been 
concentrating  on  development  of  its  multimillion  dollar 
Chicano  history  series.  It  has  also  given  priority  to 
developing  the  creative  skills  of  Latinas. 

--  The  Native  American  Public  Broadcasting  Consortium  has 
emphasized  creating  and  developing  strong,  native  American 
dramas  which  it  would  like  to  have  broadcast  as  an  Indian 
miniseries. 

--  The  National  Asian  American  Telecommunications  Association 
has  for  many  years  sought  to  create  programming  that 
portrays  the  roots  and  history  of  Asians  in  America.  It 
also  has  sought  to  strenghten  through  its  program  decisions 
understanding  of  the  cultures  and  heritage  of  different 
Asian  groupings  by  Asians  themselves. 

--  Pacific  Islanders  in  Communications  is  still  in  its  early 
development  stages,  but  its  small  pool  of 
ready-for-primetime  players  has  clearly  dictated  that 
training  and  development  must  be  highest  priority  over  the 
next  three  years. 

MULTI -CULTURAL  PROGRAMMING 

Mr.  Stokes:  What  is  the  Corporation's  definition  of 

multi -cultural  programs? 

Mr.  Carlson:  There  are  many  categories  of  minority  programs. 
Projects  funded  from  earmarked  multicultural  funds  must  have 
minorities  in  four  of  six  categories:  executive  producer, 
producer,  director,  writer,  subject,  and  talent  (those  or  that 
which  is  depicted  on  the  screen.)  One  person  could  suffice  for 
all  six  categories.  We  allow  for  co-producers,  co-writers,  etc., 
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in  the  event  a  project  is  submitted  from  an  integrated  production 
team. 

If  a  project  is  submitted  from  a  station,  the  executive  producer 
and  producer  must  be  minority..  If  the  project  is  submitted  by  an 
independent,  the  producer  and  director  must  be  minority. 

These  criteria  were  recommended  by  CPB's  multicultural  programming 
advisory  committee  and  adopted  by  the  Corporation.  They  were 
based  on  CPB's  10-year  old  definition  of  a  multicultural  program, 
which  required  that  only  three  of  the  same  six  categories  be 
filled  by  minorities.  Projects  funded  by  the  Television  Program 
Fund  through  discretionary  or  non-earmarked  multicultural  funds 
still  require  this  three  of  six  measure.  No  further  caveats  are 
put  on  station  and  independent  producer  submissions. 

The  Television  Program  Fund  considers  projects  funded  under  both 
of  the  above  criteria  to  be  bona  fide  multicultural  or  minority 
productions.  However,  CPB  tallies  and  maintains  a  second  list  of 
funded  projects  that  it  considers  of  "special  interest  to"  or 
"about"  multicultural  and  minority  communities.  Quite  often  an 
idea  for  a  funded  program  may  have  been  conceived,  written,  and 
the  copyright  held  by  a  minority  person,  but  if  other  key  players 
of  color  are  not  involved  behind  the  scenes,  the  Television 
Program  Fund  will  not  count  it  as  a  bona  fide  multicultural 
program.  It  would  be  included  on  this  special  interest  list. 

CPB  also  has  not  limited  minority  producers  to  creating  programs 
only  about  minority  issues.  Furthermore,  CPB  feels  it  a 
disservice  to  pigeonhole  producers  of  color  into  producing  only 
programs  about  communities  or  issues  of  color.  Therefore,  a 
minority  production  team  producing  a  show  on  a  universal  or 
mainstream  subject  is  also  considered  a  bona  fide  minority 
project. 

Projects  where  those  depicted  on  screen  or  where  the  talent  is 
representative  of  multiracial,  multicultural,  or  multi-ethnic 
concerns  and  whose  production  team  meets  the  categories  described 
here  would  also  be  reported  as  bona  fide  minority  projects.  This 
would  be  especially  true  of  most  of  the  children's  programs  funded 
by  the  Corporation.  "Sesame  Street,"  for  example,  was  created  25 
years  ago  as  an  early  learning  series  for  disadvantaged  children. 
Its  multiracial  cast  and  diverse  segments,  as  well  as  its  racially 
mixed  senior  production  units,  would  qualify  it  not  only  as  a 
series  of  special  interest  to  minority  families  but  also  as  a  bona 
fide  multicultural  project. 


MINORITIES  AND  READY -TO- LEARN 

Mr.  Stokes:  How  does  consortia  and  minority  communities  interface 
with  CPB's  Ready- to- Learn  initiative.  How  many  minority 
communities  receive  Ready-to-Learn  grants? 

Mr.  Carlson:  The  Minority  Consortia  and  other  institutional 
representatives  of  minority  groups  throughout  the  United  States 
(historically  black  colleges  and  universities,  predominately 
Hispanic-serving  higher  education  institutions,  The  Council  of 
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Great  City  Schools,  Council  of  Chief  State  School  Officers,  to 
name  a  few),  have  been  or  will  be  consulted  regarding  the  most 
intelligent  way  to  direct  the  Ready  To  Learn  Project.  Particular 
attention  is  being  given  to  finding  ways  to  engage 
Spanish-speaking  parents'  full  cooperation.  The  Ready  To  Learn 
Project  will  feature  a  special  Spanish-speaking  section--where 
materials,  lessons,  and  programming  will  be  done  in  Spanish  and 
English.  The  idea  behind  this  is  to  encourage  the  parents  and 
childcare  givers  to  reinforce  the  values  and  lessons  of  the 
program  with  their  children.  In  addition,  our  hope  is  to  begin 
to  encourage  these  parents  to  understand  the  importance  of 
learning  the  English  language  so  that  their  children  will  begin 
their  school  days  without  the  barriers  so  often  posed  by  language. 


PUBLIC  BROADCASTING  AND  SOCIAL  ISSUES 

Mr.  Stokes:  How  will  CPB's  programming  goals  impact  on  issues 
such  as  urban  violence,  teen  pregnancy,  health  and  environmental 
issues  in  the  African  American  community? 

Mr.  Carlson:  CPB's  Television  Program  Fund  does  not  prioritize 
the  needs  and  concerns  of  one  minority  group  over  another. 
Minority  or  multicultural  programming  is  a  priority  which  courses 
through  all  initiatives,  funding  mechanisms,  and  themes.  The 
areas  delineated  in  the  above  question  are  of  the  utmost  concern 
in  all  five  of  the  officially  designated  minority  communities. 
CPB's  philosophy  of  total  inclusion  in  all  national  programming  of 
every  subset  of  American  society  dictates  that  shows  about 
societal  problems  and  issues  will  not  be  funded  unless  they 
include  the  views  and  impact  from  minority  communities. 

CPB  will  be  launching,  with  a  new  coalition  of  stations  and 
producers,  an  unprecedented  outreach  campaign  on  the  theme  of 
reduction  of  youth  violence.  This  is  as  much  a  problem  in  Asian, 
Hispanic,  Native  American,  Pacific  Islander,  and  many  white 
communities  as  it  is  in  African  American  communities.  The 
Corporation  has  challenged  the  producing  community  with  a  $2.5 
million  solicitation  for  programs  on  the  theme  of  crime,  justice 
and  society.  Several  three-to-five-part  documentary  series  will 
be  funded  in  this  initiative,  and  many  of  them  will  concentrate  on 
the  African  American  community.  Last  year's  CPB-funded  health 
initiative  will  result  in  several  projects  of  special  interest  to 
African  Americans.  Many  programs  over  the  last  four  years  have 
focussed  on  AIDS  in  African  American  communities.  Few  producers 
of  projects  funded  on  issues  of  health  and  environment  are  not 
asked  to  pay  special  attention  to  the  effect  on  minority 
communities  and  individuals. 

Teen  pregnancy  is  a  regular  public  broadcasting  review  subject 
which  invariably  focuses  on  the  distinct  dilemmas  and  effects  this 
societal  problem  poses  to  the  African  American  Community.  African 
Americans  occupy  prominent  positions  behind  and  in  front  of  the 
cameras  of  two  CPB  supported  teenage  series,  "Club  Connect"  and 
"In  The  Mix."  These  series  regularly  cover  the  subjects  specified 
in  this  question.  A  canvass  of  most  of  public  television's  news 
and  public  affairs  programming  will  provide  a  stellar  record  of 
concentration  on  the  African  American  community's  needs  and 
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concerns,  as  well  as  those  of  most  other  prominent  multicultural 
groups. 

HEALTH  CARE  REFORM  AND  EDUCATION 

Mr.  Stokes:  With  respect  to  health  care  reform  and  the  increased 
focus  on  prevention,  to  what  extent  is  the  Corporation  planning  to 
participate  in  this  arena? 

Mr.  Carlson:  CPB  is  funding  several  initiatives  which  relate 
directly  to  the  health  care  debate.  The  1994  focus  for  the  Public 
Television  Outreach  Alliance,  which  CPB  supports,  is  women's 
health.  Station  KCTS/Seattle  is  producing  the  centerpiece 
documentary,  Her  Health  Matters.  It  is  scheduled  to  be  broadcast 
this  fall.  It  will  explore,  through  personal  stories,  six  issues 
of  concern  to  women,  including  heart  disease,  breast  cancer,  and 
domestic  violence.  A  women's  health  "yellow  pages"  containing  a 
listing  of  national  resources  on  women's  health  and  wellness  will 
be  developed  and  distributed  by  stations. 

In  addition,  last  year,  CPB's  Television  Program  Fund  solicited 
proposals  for  programming  about  healthcare  in  America.  We 
received  about  80  proposals,  and  were  able  to  provide  partial 
funding  for  three  programs:  The  People's  Plague:  Tuberculosis  in 
America;  Who  Plays  God:  Medicine,  Money,  and  Ethics  in  American 
Health  Care;  and  Health  in  America:  Search  for  a  Cure. 

Public  radio  is  undertaking  its  own  initiative  regarding  the 
healthcare  debate,  called  Critical  Decision:  Health  Care  Reform 
jn  America.  A  nationwide  programming  and  outreach  effort  is 
underway  which  will  involve  special  programming  nationally  and 
locally,  and  will  include  town  meetings  that  are  conducted  by 
local  stations  to  inform  the  public  of  issues  surrounding 
healthcare. 


EXPANDING  MINORITY  PROGRAMMING 

Mr.  Stokes:  To  what  extent  will  the  FY  1995  budget  request  allow 
the  five  minority  consortia  to  expand  programming? 

Mr.  Carlson:  In  FY  1995,  if  the  budget  is  approved  by  the  CPB 
Board  of  Directors,  the  five  minority  consortia  will  each  receive 
$400,000  for  programming  directly  from  the  Television  Program 
Fund.  Additionally,  CPB's  multicultural  programming  advisory 
board  has  recently  recommended  that  $2  million  in  other 
multicultural  programming  money  also  be  given  directly  to  the  five 
Consortia.  If  divided  equally  among  the  five  Consortia,  each 
would  receive  an  added  $400,000  in  programming  money.  Potentially 
the  five  minority  consortia  will  have  at  least  $800,000  each  in 
programming  money  from  CPB  and  at  least  $300,000  in  administrative 
money  for  a  total  of  $1.1  million  each  from  CPB.  This  would 
almost  double  their  current  annual  budgets  and  would  represent  an 
astounding  450  percent  increase  since  their  administration  and 
guidance  was  transferred  to  CPB's  Television  Program  Fund  in  FY 
1990. 
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Given  this  financial  scenario,  the  possibilities  for  the  expansion 
of  Consortia  programming  would  seem  self-evident.  The  Consortia 
will  be  much  better  able  to  leverage  outside  dollars,  and  their 
possibilities  will  be  greater  than  suggested  by  the  doubling  of 
production  funding  capability.  They  will  be  able  to  direct  system 
programming  priorities  and  will  be  major  primetime  players  in  the 
politics  and  programming  machinations  of  national  public 
television.  More  will  be  given  the  chance  to  learn  and  be  interns 
on  national  productions.  Public  television's  mainstream  series 
will  become  even  more  inclusive  of  American's  many  different 
voices  and  faces. 


FUNDING  MINORITY  STATIONS 

Mr.  Stokes:  Of  the  $218.2  million  for  FY  1997  which  is  to  be 
allocated  to  approximately  700  public  radio  and  350  public 
television  stations,  how  much  goes  to  minority  stations? 

Mr.  Carlson:  In  1994,  $6,019,288  went  to  minority/multicultural 
radio  stations  and  $10,819,597  to  minority/multicultural  TV 
stations.  With  a  25.45  percent  increase  in  CPB's  appropriation, 
these  same  stations  will  see  a  similar  increase  in  their  grants. 
In  addition,  CPB  expects  that  the  grant  programs  and  incentives 
begun  in  1994  will  result  in  the  participation  of  many  more 
stations  in  minority  incentives. 

Mr.  Stokes:  What  is  done  to  ensure  that  non-minority  stations 
carry  out  Congress'  mandate  for  serving  the  underserved  and 
expanding  diversity  in  audience? 

Mr.  Carlson:  Aside  from  CPB's  minority  incentives  in  the  radio 
CSG  program,  we  already  have  a  diverse  service  base  through 
children's  programming  and  educational  services  which  are  one  of 
the  missions  of  public  TV  stations  --  demographics  of  school  age 
children  and  younger  kids  have  much  higher  percentage  of 
minorities  than  in  the  older  population  groups. 

CPB  also  believes  that  the  mandate  for  stations  to  serve  the 
underserved  and  expand  diversity  in  audience  should  be  addressed 
through  promoting  diversity  in  the  public  broadcasting  work  force. 
Inclusion  of  diverse  perspectives  in  the  work  place  is  essential 
in  advancing  stations'  effort  to  reach  out  to  the  underserved 
community  and  to  develop  and  deliver  services  to  meet  the  needs  of 
diverse  audiences. 

CPB  is  committed  to  strengthening  the  public  broadcasting  work 
force  by  fostering  diversity.  Toward  this,  CPB  has  launched  a 
major  initiative,  Diversity  2000  Public  Television  Initiative,  in 
1993  with  the  public  television  community  to  reaffirm  our 
commitment  to  building  a  diverse  work  force.  Backed  with  a 
$300,000  investment  from  CPB,  the  Initiative  is  helping  stations 
to  come  up  with  creative  ideas  to  increase  work  force  diversity. 
As  of  now,  23  public  television  stations  are  involved  in 
activities  ranging  from,  for  example:  creating  an  educational 
outreach  coordinator  position  to  tap  into  the  local  minority 
community  in  Illinois;  developing  a  minority  graduate  student 
production  fellowship  in  partnership  with  a  journalism  school,  the 
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first  of  its  kind  in  Nevada;  and  training  Native  American 
producers  by  offering  production  workshops  on  the  campuses  of 
Native  American  colleges  and  hiring  participants  to  produce  video 
segments  for  a  state-wide  broadcast  program. 

CPB  is  just  starting  a  multi-year  initiative,  with  the  start-up 
commitment  of  $100,000,  to  develop  the  next  generation  of 
multicultural  radio  managers.  The  goal  is  to  address  the  need  to 
develop  a  pool  of  highly  skilled  managers  poised  to  fill 
leadership  positions  and  to  expand  diversity  in  the  public  radio 
management  ranks. 

CPB's  on-going  effort  to  promote  work  force  diversity  includes: 
(a)  supporting  public  broadcasting  stations  to  recruit  at  minority 
media  job  fairs  around  the  country;  (b)  helping  to  expand  station 
applicant  pools  by  identifying  minority  job  candidates;  (c) 
promoting  public  broadcasting  job  opportunities  nationally  by  a 
24-hour  telephone  job  line;  and  (d)  providing  technical  assistance 
to  stations  in  developing  and  managing  effective  Equal  Employment 
Opportunity  (EE0)  programs. 


FUNDING  BLACK  RADIO  STATIONS 

Mr.  Stokes:  What  is  being  done  to  bring  black  radio  stations 
on-line  or  to  assist  them  in  being  CPB  certified?  How  much  of  the 
current  and  requested  funding  is  allocated  for  this  project? 

Mr.  Carlson:  At  this  time  CPB  has  no  programs  to  assist 
minorities  or  non-minorities  to  purchase  radio  or  television 
stations.  CPB's  grants  have  traditionally  been  based  on  community 
support  for  local  stations  or  state  support  for  state-wide 
stations.  That  means  that  CPB  does  not  fund  radio  or  television 
stations  until  they  are  licensed  by  the  FCC  as  noncommercial 
broadcast  stations  and  are  on  the  air. 

However,  as  a  result  of  the  Radio  CSG  Review  of  1992,  CPB  has 
established  incentives  that  strengthen  public  radio  service  to 
people  of  color.  This  will  be  done  by  matching  community  support 
for  minority  stations  at  125  to  175  percent,  based  upon  minority 
representation  on  the  stations'  board  of  directors  and  in  staffing 
and  audience. 

To  qualify,  stations  must  have  a  measured  minority  audience 
composition  greater  than  35  percent  over  the  previous  two  years 
and/or  full-time  minority  employment  of  at  least  50  percent  of  the 
station's  full-time  employee  work  force,  and  minority  membership 
on  the  licensee's  board  of  directors  of  at  least  50  percent  of 
total  board  membership,  or  be  licensed  to  an  historically  black 
college  or  university. 

The  new  minority  programs,  begun  this  year,  are  based  on  the 
following  formulae: 

125%  of  the  CSG  and  NPPAG  Base  Grant,  plus  125%  of  the  CSG/NPPAG 
non-federal  financial  support  (NFFS)  multiplier,  for  satisfying  2 
out  of  3  criteria  (more  than  50%  minority  employment/board 
composition/audience  composition);  or 
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125%  of  the  appropriate  STEP  funds  for  satisfying  2  of  3  criteria; 
or 

150%  of  the  CSG  and  NPPAG  Base  Grant,  plus  150%  of  the  NFFS 
multiplier,  for  satisfying  3  of  3  criteria;  or 

150%  of  the  applicable  Step  funds  for  satisfying  3  of  3  criteria; 
or 

125%  of  the  CSG/NPPAG  Base  Grant  for  satisfying  only  the  audience 
criterion. 

Native  American  controlled  stations  need  only  demonstrate  that 
they  satisfy  the  board  composition  criterion  to  qualify  for  the 
150%  level. 

Stations  licensed  to  historically  black  colleges  and  universities 
are  assumed  to  have  already  satisfied  the  board  criterion. 
Stations  in  Puerto  Rico  and  Hawaii  are  assumed  to  satisfy  the 
audience  criterion.  Minority  station  grant  recipients  that 
qualify  for  the  Rural  Station  CSG  may  benefit  from  both  programs. 

As  of  FY  1994,  CPB  supports  17  minority  and  multicultural 
television  stations  and  59  minority  radio  stations. 


BREAKDOWN  OF  MINORITY  FUNDING 

Mr.  Stokes:  You  stated  that  50  percent  of  $77.6  million,  or  $38.8 
million,  is  for  minority  or  programming  about  minorities.  What  is 
the  categorical  breakdown?  How  is  minority  defined  in  this 
funding  distribution? 

Mr.  Carlson:  Please  allow  me  to  clarify  my  statement.  The  $77.7 
million  refers  to  the  amount  of  funds  which  would  be  allocated  by 
statute  to  programming  activities  in  FY  1997,  based  on  our 
request.  Some  of  these  funds  are  committed,  by  Congressional 
directive,  to  specific  activities,  including  $22.5  million  for  the 
Public  Broadcasting  Service;  nearly  $8  million  to  the  Independent 
Television  Service;  and  about  $17  million  for  National  Program 
Production  and  Acquisition  Grants  for  public  radio  stations.  It 
is  important  to  note  that  significant  portions  of  these  funds  also 
support  programming  by  or  of  interest  to  minorities. 

The  remainder  of  funds,  totalling  about  $30  million,  are  the  funds 
to  which  I  am  referring  and  over  which  CPB  has  discretion.  About 
$25  million  of  the  remainder  will  be  used  for  television 
programming,  including  funds  directed  to  the  Minority  Consortia. 
Five  million  is  reserved  for  radio  programming.  CPB  hopes  to 
spend  about  50  percent  of  these  funds  on  programming  by  or  of 
interest  to  minorities. 

As  is  always  the  case  in  projecting  the  use  of  programming  funds, 
however,  the  outcome  depends  largely  upon  what  proposals  are 
submitted.  We  intend  to  work  closely  with  minority  producers  to 
encourage  the  submission  of  quality  proposals. 

Regarding  the  definition  of  minority  or  multicultural  programming, 
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at  this  point  in  time  it  is  impossible  to  say  precisely  what  the 
definition  will  be  in  FY  1997.  It  is  likely  to  be  close  the 
several  definitions  that  I  described  in  my  previous  answer. 
However,  it  is  possible  that  some  broadening,  narrowing,  or 
changing  of  the  definition  may  occur  over  time. 

Mr.  Stokes:  The  only  identifiable  funds  earmarked  for  minorities 
is  $2  million  to  the  minority  consortia  which  is  all  television 
although  this  was  originally  mandated  for  both  television  and 
radio.  Please  explain. 

Mr.  Carlson:  First,  some  clarification.  The  $2  million  for  the 
minority  consortia  is  not  the  only  money  earmarked  for  minorities, 
although  that  amount  is  clearly  indicated  in  CPB  Television 
Program  Fund  budgets  for  multicultural  programming.  An  additional 
$1  million  is  earmarked  for  the  minority  consortia's  programming 
efforts,  and  an  additional  $1,250,000  for  minority  consortia 
administration.  In  FY  1995,  this  administration  figure  would 
increase  to  $300,000  per  consortium. 

When  the  Television  Program  Fund  assumed  the  Consortia  in  late 
1989,  each  had  a  budget  of  approximately  $200,000  with  which  to 
provide  the  system  with  both  television  and  radio  programs 
(several  of  the  Consortia  had  only  $125,000).  CPB  told  the 
Consortia  they  had  the  option  to  continue  trying  to  provide  both 
radio  and  TV  programs,  with  the  increased  budgets  that  approach 
made  available  to  them,  or  they  could  concentrate  the  CPB  funds  on 
television.  Since  all  of  the  Consortia  leveraged  outside  dollars, 
most  of  them  decided  to  use  the  Television  Program  Fund  money  for 
television  and  any  additional  funds  for  radio.  All  of  the 
Consortia  except  the  National  Latino  Communications  Center  have 
strong  radio  components.  As  the  Consortia  were  getting  money  from 
the  Television  Program  Fund,  it  seemed  appropriate  that  they 
concentrate  those  dollars  on  television.  Several  have  been 
successful  in  getting  funding  from  the  CPB  Radio  Program  Fund. 
There  has  been  virtually  no  diminution  of  the  Consortia's  radio 
function. 


IMPROVED  RELATIONSHIP  WITH  MINORITY  CONSORTIA 

Mr.  Serrano:  Last  year,  you  and  I  discussed  concerns  about  the 
level  of  resources  CPB  was  able  to  provide  for  the  National 
Minority  Public  Broadcasting  Consortia  and  about  CPB's  overall 
support  for  multicultural  producers  and  programming.  I  understand 
that  since  then  there  has  been  some  very  positive  movement  in 
these  areas.  I'd  like  to  commend  you  for  your  effort  to  work  with 
the  Consortia  to  build  a  partnership  for  the  benefit  of  public 
television. 

This  is  important.  As  the  nation's  population  and  public 
broadcasting's  audience  grow  increasingly  diverse,  the  public  at 
large  needs  to  know  and  understand  its  minority  communities 
better.  At  the  same  time,  the  interests  of  the  minority 
communities  need  to  be  served.  And  use  of  taxpayer  dollars  for 
public  services  that  exclude  minorities  cannot  be  justified. 

You  make  reference  in  your  statement  to  discussions  you  are 
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currently  having  with  the  Minority  Consortia  and  stations  "to 
provide  more  professional  opportunities  for  minority  producers  and 
to  provide  meaningful  public  access  to  their  productions."  Would 
you  please  elaborate  on  this? 

Mr.  Carlson:  Primarily  through  CPB's  support  and  the  Consortia's 
acumen  and  initiative,  the  Consortia  have  had  a  major  impact  on 
the  national  schedule  in  the  last  four  years,  making  them  players 
in  the  public  broadcasting  mainstream.  CPB  management  believes 
that  with  more  financial  wherewithal,  each  of  the  Consortia  will 
emerge  as  major  operatives  in  all  aspects  of  the  system. 

Public  broadcasting  has  a  tremendous  track  record  in  providing 
significant  programming  that  makes  positive  differences  Americans' 
lives.  It  has  made  excellent  progress  in  radio  by  improving 
training  and  in  overall  outreach  to  traditionally  disenfranchised 
communities  and  producers.  However,  television  has  not  achieved 
the  same  level  of  progress.  The  system's  efforts  on  behalf  of  the 
five  CPB-supported  minority  consortia  and  with  earmarked 
multicultural  dollars  have  been  effective,  but  not  nearly  so  much 
as  that  achieved  in  radio. 

The  economic  differences  between  radio  and  television  are  vast  and 
require  different  approaches  to  achieve  the  true  diversity  desired 
by  all.  Minority-owned  and  operated  public  television  stations, 
except  in  very  large  markets,  are  not  viable  and  perhaps  not  even 
desirable  given  the  way  Americans  use  television.  The  Corporation 
will  continue  to  increase  the  dollars  to  the  minority  consortia, 
but  past  allocations  present  a  strain  on  already  overtaxed, 
limited  programming  dollars. 

Within  limits  of  the  legislative  formula,  the  Corporation  uses  its 
comparatively  few  discretionary  dollars  as  effectively  as 
possible.  It  is  concerned  that  the  bulk  of  funds  earmarked  for 
television  are  tied  up  in  CSGs  and  that  minorities  do  not  fully 
participate.  Public  television  needs  to  reassess  the  CSG  formula 
with  an  eye  to  allowing  minorities  a  fair  share.  The  excellent 
track  record  of  the  minority  consortia  signals  that  they  would  be 
effective  vehicles  for  such  direct  CSG  participation.  CPB  is 
urging  the  system  to  consider  such  a  strategy.  The  consortia  and 
multicultural  community's  needs  are  much  more  immediate  than 
current  CPB  processes  and  desires  could  quickly  effect.  CPB  and 
the  system,  working  with  the  minority  consortia,  are  in  the  best 
position  to  ensure  that  television,  like  radio,  can  more 
effectively  and  fairly  meet  the  needs  of  communities  of  color. 

The  Corporation  is  convinced  that  CPB,  the  Public  Broadcasting 
Service  (PBS),  America's  Public  Television  Stations  (APTS),  the 
stations,  and  the  minority  consortia  together  can  create  an 
effective  strategy  to  ensure  that  public  television  meets  its  goal 
of  television  reflective  of  all  of  America.  The  reason  for  this 
initiative  would  be  to  create  more  professional  opportunities  for 
minority  producers  and  meaningful  public  access  to  their 
productions. 

CPB  has  been  organizing  and  supporting  a  gathering  of 
multicultural  producers  since  1990  at  public  radio  and  television 
annual  conferences.  While  the  goal  is  to  foster  diverse 
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perspectives  to  be  included  in  a  national  dialogue  on  program 
trends,  ideas,  and  issues  which  takes  place  at  such  national 
meetings,  participants  are  exposed  to  an  immense  array  of 
professional  development  opportunities.  CPB  has  provided  a  total 
of  $185,000  for  more  than  230  producers  to  participate  in  the 
gatherings  in  the  period  1990  to  1994. 

In  1994,  CPB  initiated  a  pilot  program  to  make  training  seminars 
and  conferences  affordable  to  public  broadcasting  employees.  CPB 
provided  $10,000  for  10  minority  and  non-minority  journalists  to 
attend  career  development  conferences. 

With  public  television  as  a  partner,  CPB  launched  with  an 
investment  of  $300,000  in  FY  1993  a  multi-year  initiative, 
Diversity  2000  Television,  to  foster  work  force  diversity.  The 
initiative  is  helping  stations  come  up  with  creative  ideas  to 
increase  work  force  diversity.  Twenty-three  public  television 
stations  are  involved  in  activities  including  creating  paid  summer 
internships  targeted  to  students  studying  in  western  states; 
developing  a  minority  graduate  student  production  fellowship  in 
partnership  with  a  journalism  school,  the  first  of  its  kind  in 
Nevada;  and  training  Native  American  producers  by  offering 
production  workshops  on  campuses  of  Native  American  colleges  and 
hiring  participants  to  produce  video  segments  for  a  statewide 
broadcast  program. 


CPB'S  GOALS  AND  OBJECTVIES 

Mr.  Serrano:  Not  to  take  any  more  time  on  this  issue,  please 
provide  for  the  hearing  record  a  brief  description  of  CPB's  goals, 
objectives,  and  timetables  for  building  a  minority  infrastructure 
in  public  television. 

Mr.  Carlson:  The  effort  I  have  just  described  could  result  in  an 
additional  $5  million  a  year  to  the  minority  consortia.  There  is 
already  a  significant  minority  infrastructure  within  public 
television,  and  every  question  already  answered  in  this  report 
speaks  to  making  it  stronger. 


COMMUNITY-WIDE  EDUCATION  AND  INFORMATION  SERVICE 

Mr.  Serrano:  You  mentioned  the  Community-Wide  Education  and 
Information  Service  network  in  your  statement.  Please  describe  it 
in  more  detail  and  tell  us  how  it  fits  in  with  the  National 
Information  Infrastructure. 

Mr.  Carlson:  The  Community-Wide  Education  and  Information 
Services  (CWEIS)  Initiative  is  a  new  CPB  strategic  funding 
initiative  intended  to  help  stimulate  the  convergence  of  public 
broadcasting  and  public  networking  into  new  multimedia  public 
telecommunications  services.  Public  television  and  radio  stations 
were  invited  to  submit  proposals  to  develop  new  community-wide 
education  and  information  services  in  collaboration  with 
educational  and  cultural  institutions,  local  government  and  other 
communications  and  community  service  organizations.  The  proposal 
solicitation  required  that  each  local  collaboration  begin  to 
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develop  a  local  infrastructure  for  a  wide  array  of  education, 
library,  health,  government  and  other  services,  including  greater 
opportunities  for  citizen  participation  and  dialogue.  CPB 
considers  the  growth  of  locally  developed  and  controlled 
information  infrastructure  for  noncommercial  education  and  public 
information  services,  including  "onramps"  to  the  "data 
superhighway,"  to  be  critical  to  the  full  development  of  the 
national  information  infrastructure.  The  CPB  CWEIS  Initiative  is 
an  important  step  toward  that  vision. 


ADVANCED  TECHNOLOGY 

Mr.  Serrano:  Please  describe  in  more  detail  the  kinds  of 
programming  CPB  will  be  testing  in  the  Ready- to- Learn  Service 
demonstration  (which,  I  understand,  will  include  WNET  in  New  York 
City).  I  am  particularly  interested  in  how  the  service  will  reach 
the  neediest  children  --  those  in  poor  households,  households 
where  the  adults'  education  is  limited,  and  households  where  the 
first  language  is  not  English  --  and  convey  the  knowledge  and 
skills  those  children  will  need  to  succeed  in  school. 

Mr.  Carlson:  One  of  the  good  things  about  public  broadcasting  in 
a  country  where  more  than  98%  of  the  households  have  television  is 
that  our  service  is  available  to  all  people—rich  and  poor. 
Moreover,  of  the  5  million  children  between  one  and  five-years 
old  who  live  in  poverty,  all  but  two  percent  will  have  an 
opportunity  to  view  the  Ready  To  Learn  program,  that  is,  once  it 
has  completed  its  pilot  stage.  And  while  we  will  begin  this 
service  by  using  the  programming  which  currently  exists,  we  plan 
to  enhance  this  programming  by  providing  children  and  their 
parents  with  printed  material  in  both  English  and  Spanish  that 
will  help  the  child/parent  comprehend  the  educational  and  social 
value  of  the  lessons.  (Some  of  this  material  will  be  in  Spanish.) 
In  time,  we  are  determined  to  find  the  resources  to  help 
independent  producers  and  stations  create  new  programming- -hoping 
that  we  will  eventually  produce  another  show  or  two  that  has  the 
same  learning/teaching  impact  as  Sesame  Street. 


UN-SERVED  AND  UNDER-SERVED  AUDIENCES 

Mr.  Serrano:  How  does  CPB  define  "unserved"  and  "underserved" 
audiences,  other  than  by  geography?  Do  you  include  ethnic  and 
language  groups  with  urban  areas  who  are  not  served  by  existing 
public  broadcasting?  What  is  CPB  doing  to  bring  service  to  such 
groups? 

Mr.  Carlson:  Unserved  and  underserved  audiences  in  American 
society  include  minority  groups  that  have  not  traditionally  had 
access  to  national  programming  depicting  their  culture, 
differences,  needs,  and  concerns.  CPB's  policy  and  philosophy  of 
inclusion  dictate  that  it  program  from  an  absolute  pluralistic 
vantage  point,  giving  a  face  to  the  unseen  and  a  voice  to  the 
previously  unheard,  wherever  and  whoever  they  may  be. 

Ethnic  and  language  groups  are  important  parts  of  the  audiences 
CPB  funds  programming  to  reach.  However,  CPB  does  not  fund 


696 


targeted  programs  through  its  national  program  review.  Programs 
from  CPB  can  be  by  and  about  ethnic  and  language  groups,  but  they 
must  be  created  for  all  of  the  country.  There  is  no  audience  that 
does  not  have  access  to  public  broadcasting  in  America.  The 
phrase,  "who  are  not  served  by  existing  public  broadcasting," 
presumes  that  ethnic  and  language  groups  will  watch  only 
programming  directed  specifically  to  them  and  in  their  language, 
if  English  is  a  second  language  in  the  household.  This  is  simply 
not  true.  Research  from  CPB's  Office  of  Policy  and  Planning  shows 
that  minority  and  ethnic  group  viewing  patterns  are  not  easily 
categorized. 


# 
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EXECUTIVE  SUMMARY 


CPB  Requests  $345  Million  for  FY1997 

I  he  Corporation  for  Public  Broadcasting  (CPB) 
requests  an  appropriation  of  $345  million  for  fiscal  year  (FY)  1997  to  meet  its  statutory 
mission  of  facilitating  the  development  of  public  telecommunications  in  the  United  States. 
This  includes  $330  million  for  general  public  broadcasting  support  and  $15  million  for 
Ready-to-Learn  efforts. 

FY1997  Request:  $345  Million 


FY1996 

FY1997 

Proposed  Change 

General  Support 

$305,000,000 

$330,000,000 

+$25,000,000 

Ready-to-Learn 

$7,000,000 

$15,000,000 

+$8,000,000 

Totals 

$312,000,000 

$345,000,000 

+$33,000,000 

CPB's  request  can  be  divided  into  five  parts: 

•  Station  Support 

•  Programming 

•  Ready-to-Learn 

•  System  Support 

•  CPB  Operations 

Station  Support  enables  public  broadcasting  to  meet  its  goal  of  providing  high-quality 
programming  and  educational  services  to  every  American  regardless  of  location  or  income. 
CPB  expects  to  allocate  $2182  million  in  FY1997  under  a  formula  set  by  law  for 
Community  Service  Grants  (CSGs)  to  approximately  700  public  radio  and  350  public 
television  stations. 

Programming  funds  provide  the  single  most  important  reservoir  of  support  for 
innovative  radio,  television,  multimedia,  and  outreach  efforts  for  a  broad  range  of  issues 
and  populations.  CPB  expects  to  spend  $77.7  million  in  FY1997  to  develop  radio  and 
television  programming  that  amplifies  the  public  service  nature  of  public  broadcasting.  It 
will  allocate  a  significant  percentage  of  its  programming  funds  to  enhance  programming 
by  and  for  minorities  and  traditionally  underserved  populations,  enhance  lifelong  learning 
opportunities,  and  support  the  Independent  Television  Service  (ITVS)  and  the  five 
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Minority  Consortia  (National  Asian  American  Telecommunications  Association,  National 
Black  Programming  Consortium,  National  Latino  Communications  Center,  Native 
American  Public  Broadcasting  Consortium,  and  Pacific  Islanders  in  Communications). 

Ready-to-Learn  is  public  broadcasting's  focused  response  to  the  special  Congressional 
and  Administration  initiatives  in  support  of  early  childhood  education.  Once 
implemented,  Ready-to-Learn  will  represent  perhaps  the  most  significant  change  in  public 
broadcasting  since  the  current  structure  was  created  in  1967,  and  will  involve  the 
considerable  efforts  of  local  stations,  community  organizations,  and  the  national  public 
broadcasting  entities.  The  CPB  request  includes  $15  million  to  continue  and  expand  the 
work  Congress  supported  through  a  $7-million  appropriation  in  FY1996,  and  will  build  on 
CPB-funded  pilot  projects  coordinated  by  the  Public  Broadcasting  Service  (PBS). 

System  Support  funds  contribute  to  the  overall  health  and  development  of  public 
telecommunications.  They  subsidize  innovations  in  technology,  such  as  descriptive  video 
for  the  visually  impaired,  efforts  to  promote  equal  employment  opportunity,  training, 
administrative  costs  of  the  ITVS  and  the  five  Minority  Consortia,  and  audience  and 
program  research.  In  FY1997,  $19.8  million  of  CPB's  request  would  be  spent  on  system 
support  activities. 

CPB  Operations  by  law  represent  no  more  than  5  percent  of  the  total  appropriation. 
The  FY  1997  request  of  $14.3  million,  or  4.5  percent  of  the  $330  million  request  for  general 
support,  enables  CPB  to  administer  and  audit  several  thousand  grants  and  contracts, 
develop  and  nurture  new  programming  and  educational  services,  conduct  research  and 
evaluation,  and  provide  executive  and  management  leadership  to  a  $1.8-billion  industry. 

Explicit  in  each  of  these  areas  is  a  commitment  to  education  programming  and  services 
that  is  the  cornerstone  of  public  broadcasting.  Expanding  the  success  of  such  efforts  as 
Sesame  Street  Preschool  Educational  Project  and  the  National  Teacher  Training  Institute, 
and  exciting  new  initiatives  like  the  Community  Wide  Education  and  Information  Services 
project  (a  pilot  project  begun  in  FY1994  to  encourage  public  broadcasting  entities  to 
establish  local  public  service  computer  networks)  requires  ongoing  investment  on  the  part 
of  CPB. 

Likewise,  public  broadcasting  is  not  immune  from  the  seismic  changes  in 
telecommunications.  CPB  helps  make  innovation  possible  through  research,  leadership, 
and  public  explanation  of  critical  issues.  Its  priorities  in  the  coming  year  include 
encouraging  structural  reform  and  helping  the  system  adapt  to  the  challenges  of 
multimedia  technology  and  delivery. 
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For  public  broadcasting,  the  CPB  appropriation  represents  approximately  14  percent  of 
the  industry's  income.  But  it  is  the  most  important  M  percent.  CPB  grants  serve  as  "seed 
money"  for  stations  and  "venture  capital"  for  producers,  in  recent  years  attracting  more 
than  $6  in  matching  funds  for  every  CPB  dollar  invested.  With  more  than  $1.5  billion  in 
outside  funding,  public  broadcasting  is  one  of  the  most  successful  public-private 
partnerships  in  the  Federal  budget. 


Statutory  Allocation  of  CPB's  Appropriation 


Federal 
Appropriation 


6% 


System 
Support 


Not  Mora  Titan  5% 


Ready-to- 
Learn* 


CPB 
Operations 


Not  Laaa  Than 

89%  to  Station  and 

Programming  Grants 


76%  (of  89%) 


25%  (of  89%) 


Television 

f 

~1 

TV  Station 
Grants 

TV 
Programming 

Radio 


X 


Radio 

Station 
Grants 


Radio  Station 

Programming 

Grants 


Radio 
Programming 


75% 


25% 


70% 


23% 


7% 


*  Congress  added  Ready- to- Learn  to  CPB's  appropriation  allocation  for  FY1996  at  a 
level  of  $7  million.  CPB  proposes  that  a  similar  allocation  be  made  for  FY1997  at 
a  level  of  $15  million. 
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Functions  of  CPB  Funds 


WPB's  appropriation  supports  a  wide  array  of 
programs  and  activities  through  statutory  allocations  to  the  following  five  functions: 

•  Station  Support 

•  Programming 

•  System  Support 

•  Ready-to-Learn 

•  CPB  Operations 


CPB's  FY1997  Request  by  Activity  ($  in  Millions,  Some  Figures  Rounded) 


FY1996 

FY1997 

Proposed 
Change 

Grants  to  Stations 

Television 
Radio 

Subtotal 

$1533 

47.8 

201.3 

$166.4 

51.8 

218.2 

+$12.9 

+4.0 

+16.9 

Grants  for 
Programming 

Television  Program  Fund 
Radio  Program  Fund 
Radio  NPPAGs 

Subtotal 

51.2 

4.8 

15.7 

71.7 

55.5 

52 

17.0 

77.7 

+4.3 
+0.4 
+13 
+6.0 

System  Support 
Projects 

18.3 

19.8 

+13 

Ready-to-Learn 

7.0 

15.0 

+8.0 

CPB  Operations 

13.7 

143 

+0.6 

Total 

312.0 

345.0 

+33.0 
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Station  Support 

Local  radio  and  television  stations  are  the  bedrock  of  the  public  broadcasting  system.  They 
are  community  institutions  providing  news  and  information,  children's  programming, 
local  public  affairs  and  cultural  programming,  and  projects  in  partnership  with  schools, 
libraries,  and  other  cultural  and  community  organizations.  Although  CPB  funds  represent 
only  14  percent  of  public  broadcasting  income,  CPB  grants  to  stations  target  national 
resources  to  national  problems  while  using  a  distinctly  local  resource. 

Requested  Changes  in  Allocations  for  Grants  to  Stations 


FY1996 

FY1997 

Proposed  Change 

Television  CSG 

$153,536,716 

$166,446,185 

+$12,909,469 

Radio  CSG 

$47,766,978 

$51,783,257 

+$4,016,279 

Totals 

$201,303,694 

$218,229,442 

+$16,925,748 

What  Are  Community  Service  Grants? 

Community  Service  Grants  (CSGs)  help  television  and  radio  stations  produce  and  acquire 
programming,  finance  production  equipment  and  facilities,  launch  community  outreach 
services  in  connection  with  public  service  programming,  and  pay  for  satellite 
interconnection  services.  CSGs  mean  Federal  dollars  support  local  services  as  well  as 
national  productions.  The  largest  portion  of  CPB's  appropriation — 66  percent — is  directed 
by  law  toward  grants  to  stations  that  are  based  in  part  on  the  amount  of  additional 
nonfederal  funds  raised  by  the  stations. 

To  ensure  that  all  CSG  funds  are  allocated  and  distributed  equitably,  CPB  establishes,  in 
consultation  with  the  stations,  qualification  criteria  and  grant  distribution  formulas.  (For 
details  of  grant  criteria,  see  Appendix  L.)  CPB  monitors  grant  spending  through  a 
combination  of  general  station  consultations  and  direct  audits  by  staff  of  CPB's  Office  of 
the  Inspector  General. 

Television 

Public  television  today  encompasses  much  more  than  familiar  PBS  programs  like  Nova, 
Masterpiece  Theater,  Sesame  Street,  and  the  MacNeil/Lehrer  NcwsHour.  There  are  public  affairs 
documentaries  and  educational  outreach,  not  to  mention  the  fine  arts,  cultural  programs, 
and  innovative  interactive  services  that  are  beginning  to  take  hold  across  the  country.  What 
makes  it  all  possible  is  the  local  public  television  station.  And  the  CPB  Community  Service 
Grant  is  what  makes  the  local  stations  possible. 
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CPB  grants  provide  a  foundation  upon  which  local  public  television  stations  build 
community  support.  The  typical  CPB  CSG  represents  17  percent  of  a  public  television 
station's  budget,  although  that  figure  can  vary  dramatically  based  on  a  station's  size,  the 
funds  it  raises  from  nonfederal  sources,  and  a  particular  community's  special  needs.  The 
CPB  grants  are  also  important  because  they  are  to  be  used  primarily  for  programming. 

Public  television  stations  spend  nearly  69  percent  of  their  income  on  program 
production,  acquisition,  and  promotion.  The  remainder  covers  costs  for  all  other  station 
operations,  such  as  transmitters,  fundraising,  general  operations,  and  everything  else 
necessary  for  a  television  station  to  run  a  broadcast  schedule.  Public  television  stations  also 
have  a  tradition  of  involvement  with  schools,  community  groups,  libraries,  and  local 
governments.  These  activities,  too,  are  funded  in  part  through  CSGs  and  the  revenues  they 
in  turn  generate. 

Television  CSGs  are  particularly  important  to  stations  that  serve  rural  and  minority 
audiences.  These  stations  do  not  typically  have  an  established  base  of  outside  support  and 
require  a  relatively  higher  level  of  Federal  and  state  assistance  in  order  to  fulfill  their 
mission.  Rural  and  minority  stations  sometimes  rely  on  CSGs  for  more  than  30  percent  of 
their  operating  budgets. 

Current  Budget  Year  Use  of  Funds 

During  FY1994,  CPB  will  award  CSGs  to  350  public  television  stations,  reaching  99  percent 
of  the  American  population,  with  grants  ranging  from  $270,600  to  over  $5,985,260,  with  the 
median  grant  being  $508,288. 

This  year,  stations  are  supporting  a  vast  array  of  educational  activities  at  the  local  and 
national  levels.  For  example,  many  stations  provide  opportunities  for  interactive  learning 
through: 

•  Satellite  Educational  Resources  Consortium,  a  collaboration  between 

public  broadcasting  networks  and  state  departments  of  education  that  allows 
students  to  participate  in  "distance  learning"  courses — live  classes  that  link 
teachers  with  students  in  many  different  locales  via  satellite.  More  than  5,000 
high  school  students  in  28  states  are  currently  studying  advanced 
mathematics,  science,  and  foreign  languages  through  this  effort; 

•  ADULT  LEARNING  SATELLITE  SERVICE,  which  works  with  local  public 
television  stations  to  deliver  quality  educational  programming  and  live 
interactive  video  conferences  directly  to  colleges  and  universities;  and 

•  PBS  ONLINE,  a  growing  electronic  communication  service  for  parents, 
teachers,  and  students.  Its  flagship  program,  Learning  Link,  is  a  national 
educational  data  service  that  currently  serves  more  than  22,000  users,  thereby 
expanding  the  horizons  of  both  teachers  and  students. 
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FY1997:  Use  of  Increased  Funds 

The  launching  of  the  Telstar  401  satellite  late  in  1993  was  the  first  step  toward  reaching 
expanded  education  goals.  With  its  digital  video  compression,  the  satellite's  capacity  is 
expected  to  be  40  or  more  channels.  Increased  funds  in  FY1997  will  enable  stations  to 
participate  more  fully  in  such  activities  as: 

•  Public  television's  READY-TO-LEARN  SERVICE,  the  first  major  innovation  made 
possible  by  Telstar  401.  Ten  cities  will  participate  initially  in  broadcasting  a 
nine-hour  bloc  of  educational  programming  for  preschoolers,  representing  an 
unprecedented  dedication  of  television  time  to  such  a  purpose.  In  addition, 
educational  services,  training  programs,  and  print  materials  will  be  made 
widely  available  to  parents  and  the  operators  of  childcare  centers;  and 

•  MATHLINE,  a  satellite-distributed  training  program  combining  video  and 
online  data  links,  developed  by  PBS  and  the  National  Council  of  Teachers  of 
Mathematics.  Scheduled  to  begin  operation  in  1994,  Mathline  will  offer  a 
year's  worth  of  structured  activity  to  instruct  teachers  in  how  to  implement 
the  Council's  new  curriculum  standards  that  embody  the  goal  of  making 
American  students  first  in  mathematics  and  science  by  2000. 

In  addition,  stations  can  expand  activities  in  the  areas  of  work  preparedness,  training, 
and  retraining.  Public  television  has  embarked  on  a  partnership  with  educators,  business, 
government  agencies,  and  community  leaders  to  launch  a  school-to-work  program  stressing 
job  productivity  and  academic  excellence.  Examples  of  these  activities  include: 

•  THE  BUSINESS  CHANNEL-  More  than  500  businesses— some  small,  some  in 
the  Fortune  500 — have  used  The  Business  Channel,  PBS's  national  video 
training  information  service.  Its  hands-on  training  resources  benefit  workers 
in  manufacturing,  service  industries,  hospitals,  and  the  public  sector,  and  are 
widely  used  in  vocational  schools  and  business  courses; 

•  THE  WORKING  CHANNEL  Part  of  an  18-channel  community  network 
developed  by  WTVS  in  Detroit,  The  Working  Channel  provides  wide-ranging 
vocational  and  technical  information  to  residents  of  Detroit  and  southeastern 
Michigan; 

•  SCETV  CONFERENCES:  South  Carolina  Educational  Television  (SCETV) 
manages  hundreds  of  teleconferences  every  year  for  state  agencies.  SCETVs 
closed-circuit  network  serves  44  hospitals,  16  offices  of  the  Department  of 
Health  and  Environmental  Control,  12  mental  health  facilities,  16  technical 
colleges,  12  universities,  and  23  agricultural  extension  offices;  and 

•  EDNET:  The  Utah  Educational  Network  in  Salt  Lake  city  trains  criminal 
justice  and  fire-safety  personnel  on  EDNET,  Utah's  two-way  interactive 
microwave  system. 
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Radio 

The  public  radio  system  consists  of  over  700  stations  and  attracts  a  weekly  audience  of  13 
million.  Although  CPB  funds  represent  just  16  percent  of  public  radio  system  income, 
these  funds  are  critical  because  they  are  the  foundation  for  all  other  public  radio 
fundraising. 

Public  radio  stations  provide  outstanding,  award-winning  news  and  information 
programming.  They  work  closely  with  schools,  libraries,  and  other  community 
organizations  on  projects  like  literacy,  youth  interests,  and  community  problems  such  as 
racism.  They  frequently  are  the  only  resource  in  small  and  rural  communities  for  cultural 
programming.  Public  radio  enables  diverse  communities  to  gain  access  to  the  airwaves.  It  is 
perhaps  the  most  pluralistic  of  the  broadcast  media. 

Public  radio  enjoys  broad  financial  support  from  its  listeners.  Although  stations  raise 
more  than  $6  for  every  $1  of  Federal  funds  they  receive,  CPB  funds  serve  as  seed  money 
for  the  new  programs  and  stations  that  allow  the  public  radio  system  to  grow.  Public  radio 
traditionally  has  done  more  with  less:  it  is  inexpensive  on  the  supply  side,  and  free  on  the 
demand  side. 

Current  Budget  Year  Use  of  Funds 

During  FY1994,  CPB  will  award  grants  to  approximately  700  public  radio  stations,  reaching 
over  86  percent  of  the  American  population,  with  grants  ranging  from  $26,000  to 
$1,248,457.  The  median  grant  is  $97,210.  These  grants  enable  stations  to  support  local  and 
national  programming,  provide  educational  information  and  services  to  schools,  and 
conduct  community  outreach  efforts. 

In  addition,  CSG  funds  in  recent  years  have  been  used  to  support  expansion  efforts  to 
reach  audiences  not  yet  served  by  public  radio.  To  support  this  expansion,  existing 
CPB-supported  stations  have  foregone  a  portion  of  their  federal  grants  to  make  financial 
assistance  available  to  developing  stations.  When  combined,  these  initiatives  will  provide 
more  than  $5.7  million  in  FY1994  in  additional  support  for  the  expansion  of  service  to 
unserved  areas  and  underserved  audiences. 

The  radio  expansion  grant  programs  are  supplemented  by  incentives  to  stations  serving 
minority  or  rural  audiences,  employing  a  staff  consisting  of  at  least  50  percent  minorities, 
or  having  a  minority-controlled  board  of  directors.  These  programs  include: 
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Program 


Purpose 


Number  of  Grantees, 

FY1994 


Station  Development 
Grants 


Sole  Service  Grants 


1.  Establish  stations  in  unserved  markets. 

2.  Diversify  station  services. 

3.  Assist  minority-controlled  stations. 

Support  stations  that  provide  the  only 
full-power  broadcast  service  to  their 
communities. 


12 


15 


Program  Assistance 
Grants 


1.  Support  expansion  stations  in  the 
acquisition  of  national  programming. 

2.  Support  efforts  to  increase  national 
programming  audiences. 


22 


Micro-Market  Grants     Support  stations  in  markets  with  fewer  5 

than  25,000  people,  and  where  market  size 
is  not  expected  to  grow. 

In  addition  to  these  efforts,  CPB  also  supports  radio  development  through  its  System 
Support  activities,  which  are  discussed  on  page  M.  These  efforts  include  downlink 
assistance,  signal  extension  assistance,  program  niche  research,  audience-expansion  research, 
revenue-generation  guidance,  training,  and  management  consulting  services. 

FY1997:  Use  of  Increased  Funds 

In  FY1997,  increases  in  public  radio  CSG  funds  will  enable  stations  to  focus  new  efforts  on: 

•  Expansion.  Full  funding  of  CPB's  request  will  help  public  radio  reach  its  goal 
of  near-universal  service  in  FY1997.  Currently,  14  percent  of  the  American 
population  cannot  receive  a  public  radio  signal.  Radio  expansion  will  also 
create  more  minority  stations  serving  diverse  audiences.  In  addition,  CPB  is 
taking  special  care  not  to  jeopardize  the  investment  made  in  the  public  radio 
infrastructure.  Existing  public  radio  stations  are  serving  the  vast  majority  of 
the  American  population  and  fund  much  of  the  programming  needed  and 
used  by  expansion  stations. 

•  Programming  for  diverse  audiences.  CPB's  minority  and  rural  station 
initiatives  have  brought  public  radio  to  a  significant  number  of  communities, 
bringing  them  public  radio's  high-quality  programming.  All  listeners  benefit 
from  efforts  to  serve  new  audiences  by  becoming  aware  of  the  diversity  of 
cultures,  regions,  and  opinions. 
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Lifelong  learning.  Public  radio  has  an  educational  mission  not  unlike  that  of 
public  television.  Whether  a  listener  is  at  home,  at  the  office,  or  commuting 
between  the  two,  public  radio  offers  a  style  and  depth  of  news,  information, 
and  cultural  programming  not  found  elsewhere. 

For  example,  a  CPB-funded  series,  Wade  in  the  Water,  teaches  the  history  of 
sacred  music  in  the  black  community.  Eight  thousand  teachers'  guides  for  the 
program  have  been  produced  and  distributed  to  schools  across  America.  A 
similar  effort  was  undertaken  with  Water:  Thirsting  for  Tomorrow,  a  program 
that  explores  the  earth's  water  cycle  and  the  future  of  fresh  water  in  America, 
which  aired  in  1993. 

New  technologies.  Public  radio  must  keep  up  with  rapidly  changing 
telecommunications  technologies  and  ensure  that  the  American  public  will  be 
able  to  tap  into  these  resources.  CPB  will  continue  to  support  efforts  to  help 
stations  meet  this  challenge  through  access  to  technology,  equipment,  and 
resources  to  make  whatever  adjustments  are  needed  to  deliver  programming 
and  services. 
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Programming 

Perhaps  the  most  visible  effort  to  further  the  public  service  mission  of  public 
telecommunications  is  through  CPB's  Television  and  Radio  Program  Funds,  which  provide 
funding  for  public  television  and  radio  programming  that  reflects  national  programming 
priorities. 

Requested  Changes  in  Allocations  for  Grants  for  Programming 


FY1996 

FY1997 

Proposed  Change 

Television 
Program  Fund 

$51,178,905 

$55,482,062 

+$4,303,157 

Radio 
Program  Fund 

$4,776,698 

$5,178,326 

+$401,628 

Radio  NPPAGs 

$15,694,864 

$17,014,499 

+$1,319,635 

Totals 

$71,650,467 

$77,674,887 

+$6,024,420 

Television 

Breakdown  of  Funding  for  Television  Program  Fund 

By  law,  nearly  17  cents  of  every  dollar  appropriated  to  CPB  is  directed  to  the  CPB 
Television  Program  Fund.  These  funds,  along  with  75  percent  of  all  interest  income  earned 
by  CPB  in  FY1994,  will  equal  approximately  $49.8  million  and  will  be  directed  toward  the 
following  activities: 


A.  46.7% 


B.  14.5% 


G.  8.2% 


F.  12.2% 

E.  2.4% 
D.  6.0% 
C.  10.0% 


A.  National  Program  Plan 

B.  Independent  Television  Service 

C.  CPB/PBS  Program  Challenge  Fund 


D.  Multicultural  Program  Outreach 

E.  Public  Television  Outreach  Alliance 

F.  New  Programming  Development 


For  muhi-year  funding  information  on  these  programming  activities,  please  see  Appendix  M. 
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Programming 
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telecommunications  is  through  CPB's  Television  and  Radio  Program  Funds,  which  provide 
funding  for  public  television  and  radio  programming  that  reflects  national  programming 
priorities. 
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$71,650,467 

$77,674,887 
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Television 

Breakdown  of Funding  for  Television  Program  Fund 

By  law,  nearly  17  cents  of  every  dollar  appropriated  to  CPB  is  directed  to  the  CPB 
Television  Program  Fund.  These  funds,  along  with  75  percent  of  all  interest  income  earned 
by  CPB  in  FY1994,  will  equal  approximately  $49.8  million  and  will  be  directed  toward  the 
following  activities: 


A.  46.7% 


B.  14.5% 


A.  National  Program  Plan 

B.  Independent  Television  Service 

C.  CPB/PBS  Program  Challenge  Fund 


G.  8.2% 


F.  12.2% 


E.  2.< 


D.  6.0% 


C.  10.0% 


D.  Multicultural  Program  Outreach 

E.  Public  Television  Outreach  Alliance 

F.  New  Programming  Development 


For  mulu  -year  funding  information  on  these  programming  activities,  please  see  Appendix  M. 
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American  Public  Radio  and  National  Public  Radio.  In  order  to  ensure  continued  strength 
of  national  programming,  it  is  essential  that  support  for  existing  stations  not  be  eroded. 

Current  Budget  Year  Use  of  Funds 

NPPAGs  are  distributed  to  public  radio  stations  to  use  at  their  discretion  to  produce  or  buy 
national  programming.  In  FY1994,  CPB  directed  nearly  $15.1  million  in  NPPAGs  reaching 
approximately  700  public  radio  stations.  The  median  grant  was  $32,870,  with  a  range  of 
$11,000  to  $378,651. 

Stations  are  required  to  use  these  grants  to  produce  or  acquire  public  radio 
programming  designed  to  serve  the  needs  of  a  national  audience,  for  national  distribution, 
or  to  promote  or  distribute  such  programming.  The  grants  serve  as  incentives  for  stations 
to  support  the  national  programming  of  their  choice  for  their  individual  markets. 

The  Radio  Program  Fund  was  created  in  1985  to  provide  for  the  direct  funding  of 
national  programming  for  public  radio  as  well  as  to  support  innovative  and 
mission-oriented  programming.  Of  the  250  proposals  requesting  $28  million  in  funding 
support  received  by  the  Radio  Program  Fund  for  1993,  CPB  was  able  to  partially  fund  20 
projects  with  the  $4.1  million  allocated  by  the  statutory  formula,  or  one  of  every  10 
proposals  received. 

CPB  encourages  greater  participation  by  independent  and  minority  producers  in  the 
national  marketplace.  Over  its  eight-year  history,  the  Radio  Program  Fund  has  selected  60 
of  129  projects  (47  percent)  that  are  by  or  about  racial  and  ethnic  minorities.  This  reflects 
an  investment  of  $10.4  million,  or  39  percent  of  the  funds  awarded  during  this  period. 

In  FY  1993,  57  percent  of  Radio  Program  Funds  went  to  programming  by  and  about 
racial  and  ethnic  minorities.  Included  among  the  projects  were  the  creation  of  a  Native 
American  network  and  continued  support  for  the  Hispanic  Programming  Satellite  Network. 

FY1997:  Use  of  Increased  Funds 

Increased  funds  for  NPPAGs  in  FY1997  will  be  used  to  broaden  the  range  of  programming 
that  is  available  to  public  radio  audiences.  Stations  are  committed  to  providing  diversity  in 
programming,  but  new  programming  is  expensive.  The  small  budgets  of  most  small  radio 
stations,  including  many  rural  and  minority  stations,  require  NPPAGs  to  provide 
programming  resources. 

With  an  increase  in  FY1997,  the  Radio  Program  Fund  will  provide  more  diverse  cultural 
and  informational  programming.  A  program  like  Latino  USA,  a  weekly  English-language 
news  and  cultural  arts  journal  dedicated  to  the  coverage  of  the  nation's  Hispanic 
community,  serves  as  a  model  for  the  types  of  programming  that  CPB  will  continue  to  seek. 
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System  Support 

By  law,  CPB  allocates  6  percent  of  all  appropriated  funds  to  projects  that  contribute  to  the 
overall  health  and  development  of  public  broadcasting.  Some  uses  of  these  funds  are 
determined  by  Congressional  directive,  and  others  are  determined  based  upon  the  changing 
needs  of  public  broadcasting  and  other  telecommunications  technologies. 


Requested  Changes  in  Allocations  for  System  Support  Projects 


FY1996 

FY1997 

Proposed  Change 

System  Support 

$18,300,000 

$19,800,000 

+$1,500,000 

Current  Budget  Year  Use  of  Fundi 

During  FY1994,  CPB  is  using  these  funds  to  accomplish  the  following: 

•  implement  workforce-diversity  projects  in  public  broadcasting  and  underwrite 
a  grant  program  to  stimulate  innovations  in  Equal  Employment  Opportunity 
practices; 

•  underwrite  the  general  and  administrative  costs  of  the  five  national  Minority 
Consortia,  which  strive  to  enhance  the  ability  of  independent  minority 
producers  to  gain  access  to  the  public  broadcasting  system  for  their  unique 
programming; 

•  provide  career-development  programs  to  multicultural  producers  in  order  to 
nurture  their  professional  growth; 

•  support  public  broadcasting's  participation  in  Unity  '94,  a  national 
convention  of  the  Minority  Journalists  Association; 

•  develop  new  tools  for  audience  research,  focusing  particularly  on  how  to  reach 
minority  audiences; 

•  underwrite  an  annual  competitive  grant  program  (System  Development  Fund) 
designed  to  develop  cost-effective  nonproduction  projects  that  expand  and 
enhance  services  to  the  public,  provide  training  and  professional 
development,  and  help  develop  new  methods  of  securing  outside  sources  of 
income  (see  Appendix  B  for  a  complete  listing  of  System  Development  Fund 
grant  recipients  for  FY1993); 

•  research  the  deployment  of  new  technologies  in  public  telecommunications; 

•  provide  enhanced  programming  services  such  as  closed-captioning  and 
descriptive  video  to  make  public  broadcasting  more  accessible  to  the  hearing 
and  visually  impaired; 

•  support  the  development  of  education  initiatives; 
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•  underwrite  the  administrative  costs  of  the  Independent  Television  Service; 

•  pay  in  full,  on  behalf  of  all  public  radio  and  television  stations,  copyright 
royalties  for  the  use  of  copyrighted  music  or  other  related  works  as  permitted 
under  the  Copyright  Act;  and 

•  underwrite  50  percent  of  the  net  operating  costs  of  the  public  television 
interconnection  system  (CPB's  obligations  to  public  radio  were  met  through  a 
negotiated  agreement  in  the  early  1980s  between  the  Corporation  and 
interconnected  public  radio  stations). 

FY1997:  Use  of  Increased  Funds 

Projects  funded  by  System  Support  funds  are  designed  to  ensure  that  public  broadcasting  is 
able  to  adapt  in  the  changing  world  of  telecommunications,  and  to  continue  to  meet 
audience  needs,  especially  those  of  diverse  cultures.  Increased  funds  in  this  area  will  help 
increase  the  participation  of  minority  and  independent  producers  in  public  broadcasting. 
Efforts  will  be  made  to  expand  CPB's  initiatives  to  help  stations  recruit  and  train  a  diverse 
workforce. 

Support  will  be  expanded  to  develop  new  services  and  enhance  existing  services  to 
attract  new  audiences,  particularly  minority  viewers  and  listeners.  Additional  investments 
will  be  made  in  research  and  development  of  methods  of  securing  new  income  for  public 
broadcasting. 
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Ready-to-Learn 

A  significant  number  of  children  begin  school  without  the  requisite  skills  to 
succeed — socially  or  educationally.  Too  many  of  these  children  enter  first  grade  with 
physical,  emotional,  and  psychological  impairments.  These  factors  contribute  to  the 
likelihood  that  these  children  will  become  "statistics,"  examples  of  the  failure  of  a  "great 
society"  to  reach  its  youngest  citizens.  Correcting  this  problem  is  a  national  priority.  Thus, 
Goal  One  of  the  six  national  educational  goals  says:  By  the  year  2000  every  child  should  begin 
school  ready  to  learn. 

CPB  understands  that  Goal  One  cannot  be  accomplished  without  finding  a  way  to 
impart  skills  and  information  to  a  large  number  of  preschool  children  and  their  parents 
and  childcare  givers.  Traditional  methods  of  instruction  are  expensive  and  often 
inadequate.  A  framework  already  exists  to  provide  programming  over  the  air,  and  to  relay 
information  as  well  as  other  services  to  parents,  childcare  providers,  and  teachers:  PUBLIC 
BROADCASTING. 


Req 

uested  Changes  in  Allocations  for  Ready-to-Learn 

FY1996 

FY1997 

Proposed  Change 

Ready-to-Learn 

$7,000,000 

$15,000,000 

+$8,000,000 

Television  is  an  ideal  and  cost-effective  way  to  gain  access  to  large  numbers  of 
households  and  to  teach  children  the  kinds  of  skills  that  will  allow  them  to  begin  school 
ready  to  learn.  Studies  show  that  viewing  programs  like  Sesame  Street  and  Mister  Rogers' 
Neighborhood  improves  cognitive  skills  as  well  as  cooperation,  empathy,  and  creativity. 

But  consider  this:  by  the  time  a  child  reaches  kindergarten,  he  or  she  already  has  spent 
more  than  4,000  hours  watching  television.  CPB  believes  that  public  broadcasting  can 
make  this  time  more  productive  by  expanding  its  educational  programming.  Furthermore, 
public  broadcasting  is  committed  to  providing  information  and  services  that  will 
encourage  parents  and  childcare  providers  to  turn  the  television  off  for  many  of  those  hours 
and  engage  children  in  other  activities  that  will  contribute  to  the  child's  physical, 
educational,  social,  and  emotional  development. 

To  make  such  efforts  possible,  CPB  requests  $15  million  for  the  types  of  school-readiness 
activities  described  below. 

The  Ready-to-Learn  Act 

Congress  appropriated  $7  million  in  FY1996  for  the  implementation  of  the  Ready-to-Learn 
Art  (P.L  102-545).  With  these  funds,  CPB  will  expand  the  availability  of  educational  and 
instructional  video  programming  and  supporting  educational  resources  for  preschool  and 
elementary  school  children  and  their  parents.  These  are  tools  for  improving  school 
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readiness  and  literacy.  As  directed  by  the  law,  CPB  will  integrate  the  VS.  Department  of 
Education's  school-readiness  goals  into  its  efforts  and  will  solicit  proposals  from  a  broad 
range  of  eligible  entities. 

Expansion  of  Current  Public  Broadcasting  School-Readiness  Efforts 

For  the  past  few  years,  CPB  has  provided  funds  to  several  projects  that  expand  the  use  of 
existing  preschool  programming  as  an  education  tool  for  young  children.  These  projects, 
which  include  the  Sesame  Street  Preschool  Educational  Project  and  the  Childcare  Partnership 
(utilizing  programming  from  Mister  Rogers' Neighborhood),  do  much  more  than  what  is  seen 
on  over-the-air  broadcasts.  They  provide  parents  and  childcare  providers  with  materials  that 
show  how  to  increase  the  educational  value  of  programming.  And  they  encourage 
caregivers  to  turn  off  the  television  set  and  build  on  a  program's  educational  content 
through  print  materials,  games,  and  other  activities. 

Readyto-Learn  Service 

CPB's  1993  study,  "Public  Broadcasting:  Ready  to  Teach,"  called  attention  to  the  potential 
for  public  broadcasting  to  offer  programming  and  services  that  could  help  children 
become  better  prepared  to  enter  school.  As  a  result  of  these  findings,  the  Public 
Broadcasting  Service  (PBS) — a  private,  nonprofit  funder  and  distributor  of  national  public 
television  programming — consulted  with  CPB,  children's  programming  producers,  and 
child  development  experts  to  design  a  plan  for  a  coordinated,  nationwide  television-  and 
community-based  "Ready-to-Learn  Service."  Funding  for  the  project's  development  is 
provided,  in  part,  by  CPB's  discretionary  funds. 

In  10  cities  across  the  nation  beginning  in  1994,  public  television  stations  will  test  a 
nine-hour  bloc  of  children's  programming  that  will  include  information  for  parents  and 
childcare  providers  about  how  to  use  programming  as  an  educational  tool — not  as  a 
babysitter  or  as  a  substitute  for  other  activities.  The  service  will  also  provide  teachers  and 
parents  with  services  and  materials  to  reinforce  the  educational  value  of  programming.  In 
addition,  efforts  will  be  made  to  reach  the  parents,  childcare  providers,  and  children  for 
whom  English  is  a  second  language. 

FY 1997:  Use  of  Increased  Funds 

CPB's  $15-million  request  for  FY1997  will  enable  these  efforts  to  expand  to  more 
communities  across  the  nation,  and  will  allow  for  the  creation  of  new  programs,  materials, 
and  services  to  meet  educational  goals. 

Public  broadcasting  is  in  a  unique  position  to  implement  school-readiness  programming 
and  services.  Preschool  programming  has  been  a  central  part  of  its  mission  since  its  earliest 
days.  Its  expertise  in  fostering  the  development  of  the  highest  quality  children's 
programming  is  unmatched  by  any  other  programming  source.  Its  infrastructure  of  locally 
based  stations,  combined  with  the  availability  of  nationally  distributed  programming, 


FY1997  CPB  Appropriation  17* 


716 


provides  universal  accessibility  to  programming  and  services  that  can  be  tailored  to  meet  a 
community's  special  needs. 

CPB  has  a  system  for  administering  programming  dollars,  and  has  the  experience  of 
working  with  producers  of  the  best-known,  most  highly  regarded  children's  educational 
programming.  CPB  also  is  working  with  the  Department  to  ensure  that  the  national 
school-readiness  goals  are  reflected  in  public  broadcasting's  Ready-to-Learn  efforts.  CPB  will 
continue  to  ensure  that  children,  parents,  and  childcare  providers  have  access  to 
programming  and  services  that  support  and  develop  the  skills  and  knowledge  young 
children  need  to  succeed  in  school. 
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CPB  Operations 

In  FY  1997,  an  estimated  $14.3  million,  or  4.5  percent  of  the  requested  $330  million  for 
general  support,  will  be  available  to  CPB  for  the  direct  costs  it  incurs  in  managing  funds 
appropriated  by  Congress  to  support  public  broadcasting. 

In  1988,  Congress  set  CPB's  administrative  budget  for  FY1989  at  a  fixed  level  of  $102 
million  and  allowed  CPB  to  adjust  that  amount  annually,  based  on  the  annual  change  in 
the  Consumer  Price  Index  or  4  percent,  whichever  is  larger.  CPB  uses  these  funds  for  all 
direct  costs  of  the  Corporation  as  well  as  for  costs  associated  with  selection  panels,  system 
consultants,  and  other  costs  directly  supporting  the  program-selection  process.  Government 
agencies  performing  similar  functions  spend  approximately  12  percent  of  their 
appropriations  on  similar  activities. 

Requested  Changes  in  Allocations  for  CPB  Operations 


FY1996 

FY1997 

Proposed  Change 

CPB  Operations 

$13,745,838 

$14,295,672* 

+$549,834 

*  Based  upon  projection  of  4.5  percent 

Current  Budget  Year  Use  of  Funds 

CPB  currently  uses  administrative  funds  for  all  the  personnel  and  logistical  costs  of 
operating  the  Corporation,  including: 

•  establishing  and  implementing  station  eligibility  criteria; 

•  selecting  grant  recipients  through  an  advisory  panel  process  as  required  by 
Congress; 

•  overseeing  the  negotiation  and  execution  of  grants  and  contracts  covering 
projects  approved  for  funding; 

•  providing  space  and  logistics  for  housing  the  Annenberg/CPB  Projects; 

•  auditing  program  producers  and  station  grant  recipients  for  compliance  with 
CPB  and  statutory  rules  and  regulations; 

•  staffing  and  maintaining  the  statutory  Office  of  the  Inspector  General; 

•  establishing  and  maintaining  the  "Open  to  the  Public"  campaign;  and 

•  CPB's  remaining  general  and  administrative  expenses. 

FY1997:  Use  of  Increased  Funds 

To  meet  Congressional  directives  in  the  areas  of  education,  minority  outreach,  and  radio 
expansion,  small  increases  in  administrative  costs  are  unavoidable.  CPB  will  strive  to 
maintain  a  streamlined  operation  budget  while  meeting  the  challenges  ahead. 
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CPB  AND  THE  FUTURE 


I  he  future  of  public  broadcasting  is  best 
thought  of  as  a  collection  of  interlocking  issues.  Taken  by  and  of  themselves,  they  are 
curious  questions  worth  pondering.  But  as  a  whole,  they  represent  nothing  less  than  the 
future  of  the  system. 

Reinventing  Public  Broadcasting 

Broadcasting  today  is  at  the  end  of  an  era  characterized  by  an  interdependency  of  content 
and  delivery.  In  the  future,  program  content  will  be  the  necessary  focus  of  time,  attention, 
and  resources.  Over-the-air  broadcasting  will  become  just  one  of  many  delivery  systems  that 
reach  homes,  schools,  and  businesses. 

Through  its  grant  programs,  funding  decisions,  and  public  statements,  CPB  is  seeking  a 
restructuring  of  public  broadcasting  that  will: 

•  make  the  creation  of  programming,  as  well  as  of  the  information  content  for 
non-broadcast  services,  the  main  focus  of  attention  and  activity  for  public 
broadcasters; 

•  encourage  each  station,  where  multiple  public  television  or  radio  stations 
serve  the  residents  of  a  single  community,  to  specialize  in  complementary 
kinds  of  programming;  and 

•  promote  consolidation  of  administrative  and  technical  efficiencies  within  and 
among  stations  to  achieve  needed  economies  without  reducing  service  to  the 
public. 

In  a  November  1993  speech  to  the  general  managers  of  public  broadcasting  stations, 
CPB  President  and  CEO  Richard  W  Carlson  said, 

What  we  create  is  more  important  than  how  we  get  it  there.  Programming, 
educational  services,  and  community  involvement  are  the  things  that  will 
define  the  next  generation  of  public  service  broadcasting.  Create  meaningful 
products  and  the  electrons  will  follow. 

We  have  started  the  process  by  inviting  the  national  public  television  organizations  to 
join  CPB  in  study  and  discussion  of  strategies  to  promote  this  restructuring.  We  are  also 
beginning  similar  discussions  with  the  leadership  of  public  radio's  national  organizations. 
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Education 

Public  broadcasting's  core  mission  is  education.  Many  public  radio  and  television  stations 
were  chartered  by  and  for  educational  institutions:  instructional  programming  has  long 
been  a  staple  of  virtually  all  local  licensees. 

In  partnership  with  the  local  stations,  national  organizations,  and  the  education 
community,  CPB  is  focusing  on  the  six  national  education  goals.  The  initial  priority  is 
Goal  One— ensuring  that  all  children  start  school  ready  to  learn.  CPB's  report  to  Congress 
on  the  potential  of  public  television  to  address  early  childhood  education  last  year  helped 
kick  off  the  development  of  a  pilot  program  to  serve  preschool  children,  parents,  and 
childcare  providers  in  10  cities  around  the  nation.  The  Ready-to-Learn  Service  will  offer  a 
profoundly  effective  alternative  that  will  help  children  develop  the  skills,  values,  and 
knowledge  essential  for  success  in  school. 

CPB's  strategic  vision  for  education  includes  several  other  elements.  The  first  is  to  help 
local  public  radio  and  television  stations  become  educational  resources  of  the  highest 
quality  in  their  communities.  The  second  is  to  foster  partnerships  between  public 
broadcasters  and  educators  to  effectively  use  multimedia  and  multichannel  technology. 
CPB  is  also  working  to  develop  mathematics,  science,  and  literacy  services  in  support  of 
the  national  education  goals. 

CPB  and  the  National  Information  Infrastructure 

One  of  the  most  popular  phrases  these  days  is  the  "information  superhighway."  We  are  told 
it  will  go  through  homes,  schools,  and  offices.  We  are  told  it  will  offer  movies  on  demand, 
home  shopping,  and  a  virtually  inexhaustible  supply  of  information  and  entertainment 
But  how  will  it  work?  And  what  will  it  really  mean  for  the  country? 

As  presently  conceived,  America's  separate  and  specialized  kinds  of  communications 
networks — some  for  private  communications,  and  some  for  mass  media  communi- 
cations— will  merge.  Households,  businesses,  and  institutions  will  be  linked  by  integrated 
networks  that  will  make  many  new  kinds  of  programs  and  services  accessible  to  people. 

The  specialized,  almost  universally  accessible  networks  that  America  has  built  over  the 
last  century  will  neither  wither  nor  merge  quickly.  Broadcasting  and  telephony  will 
continue  to  have  mostly  separate — if  somewhat  less  specialized — functions  for  decades  to 
come. 

But  the  convergence  is  already  underway,  and  much  change  will  occur  even  in  just  the 
next  few  years.  This  convergence  is  occurring  in  both  directions: 

•  the  mass  media  have  begun  to  develop  competence  and  provide  services  of  a 
more  personal,  individual,  and  interactive  nature;  and 

•  the  networks  of  "private"  communications  have  begun  to  be  used  for  more 
common,  social,  or  "public"  purposes. 
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CPB's  vision  of  the  future  is  fundamentally  a  view  of  how  public  broadcasting — which 
has  become  such  an  essential  part  of  the  mass  media — can  encourage  and  develop  the 
convergence  along  both  of  these  paths.  The  specifics  are  still  a  long  way  from  resolution. 

To  start,  CPB  recognizes  that  integrated  communications  networks  offer  tremendous 
potential  for  public  broadcasting  services.  CPB  has  encouraged  and  funded  the  creation  of 
information  content  and  services  that  will  successfully  make  the  transition  to  the  new 
networks,  and  will  ensure  that  the  new  infrastructure  carries  valuable  services  to  citizens 
across  America.  In  addition,  many  of  today's  public  broadcasting  programs  and  services 
could  be  greatly  enhanced  by  interactive  and  multimedia  components  made  possible  by 
these  new  networks. 

For  example,  public  television  is  developing  new  ways  to  use  its  satellite  interconnection 
system  to  link  educational  institutions  nationally  through  their  local  public  television 
stations.  This  VSAT  (very  small  aperture  terminal)  system  will  provide  a  platform  for  such 
valuable  services  as  adult  learning,  preschool  childcare  programming  and  information,  and 
the  teaching  of  elementary  and  secondary  school  mathematics. 

CPB  is  also  stimulating  the  growth  of  computer-based  services  that  will  make  the 
national  information  infrastructure  valuable  to  the  general  public,  including  an  $800,000 
pilot  project  for  public  television  and  radio  stations,  the  Community-wide  Education  and 
Information  Services  project.  Central  to  this  undertaking  is  the  requirement  that  the 
applicant — whether  a  school,  university,  public  broadcasting  station,  library,  health  care 
facility,  or  other  community  organization — work  collaboratively  with  others  to  teach  and 
share  important  information.  This  project  is  a  harbinger  of  the  future.  More  than  100 
public  television  and  radio  stations  across  the  country  have  submitted  proposals — totaling 
$10.5  million  in  requests — to  bring  their  services  onto  the  "electronic  superhighway." 
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I  he  Administration  proposes  that  CPB  receive 
an  appropriation  of  $292.64  million  for  FY1997.  This  is  $1936  million— or  6.6  percent- 
lower  than  CPB's  FY  1996  appropriation  of  $312  million,  and  equal  to  the  amount  of  the 
FY1995  appropriation. 

State  support  and  private  funding  is  increasingly  scarce;  the  Federal  contribution  to 
public  broadcasting  is  now  more  critical  than  ever.  An  appropriation  of  $292.64  million 
would  make  it  impossible  for  individual  stations  to  sustain  their  current  levels  of  services. 

Smaller  stations,  which  rely  on  Federal  funds  for  a  greater  percentage  of  their  budgets, 
would  be  most  seriously  affected  by  a  cut  in  this  area.  For  all  stations,  nonbroadcast 
services  like  education  and  community  outreach  activities  would  be  the  first  to  be 
abandoned;  after  that  would  follow  program  schedules.  In  particular,  ready-to-learn  services 
for  preschool  children,  parents,  and  childcare  providers,  which  are  funded  through  CPB's 
FY1996  appropriation,  would  be  eliminated. 

Cuts  also  would  make  it  difficult  for  CPB  to  meet  its  Congressional  mandates  in  such 
areas  as  education,  radio  expansion,  and  special  services  to  reach  rural  and  minority 
audiences.  Many  of  these  have  served  as  the  basis  for  increased  authorization  and 
appropriation  levels.  Cutting  funding  for  these  programs  would  result  in  a  reversal  of 
Congress's  commitment  to  these  goals. 

The  value  of  public  broadcasting's  services  in  helping  to  meet  the  Administration's  goals 
in  education,  the  use  of  new  technologies,  and  the  promotion  of  public-private 
partnerships  to  address  other  social  needs  makes  it  imperative  to  continue  strong  Federal 
support  for  public  broadcasting.  Just  as  important,  public  broadcasting's  ability  to  leverage 
such  funds  by  a  factor  of  six  demonstrates  the  cost-effectiveness  of  a  policy  that  includes 
full  funding  for  CPB. 

To  retrench  would  squander  the  nation's  25-year  investment  in  the  public  broadcasting 
infrastructure  at  a  time  when  advancing  technologies  and  growing  educational  needs 
demand  that  such  a  resource  be  used  to  its  fullest  potential. 
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Appendix  A 


Corporation  for  Public  Broadcasting  Expansion  Grants 

FY1994  Station  Development  Grant  Program  (STEP) 

The  STEP  grant  program  provides  assistance  to  stations  that  are  not  eligible  for 
Community  Services  Grants  (CSGs)  or  any  other  CPB  station  grants.  Within  the  STEP 
grant  program  are  three  different  grant  levels.  Stations  are  expected  to  "step  up"  to  higher 
grant  levels  as  they  grow  and  meet  higher  qualification  criteria. 


Station 

KIDE-FM 

WFIT-FM 

WPvFGFM 

WUSM-FM 

KJLU-FM 

KZUM-FM 

KUNV-FM 

KANW-FM 

WRVS-FM 

WLCH-FM 

KPVU-FM 

KZAZ-FM 

12  grantees 


City/State 

Hoopa,  CA 
Melbourne,  FL 
Atlanta,  GA 
Hattiesburg,  MS 
Jefferson  City,  MO 
Lincoln,  NE 
Las  Vegas,  NV 
Albuquerque,  NM 
Elizabeth  City,  NC 
Lancaster,  PA 
Prairie  View,  TX 
Bellingham,  WA 
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Appendix  A  (continued) 


FY1994  Radio  Expansion  Program  Production  and  Acquisition  Grant  Programs 

The  following  stations  qualified  for  one  of  three  related  grant  programs  that  are  designed 
to  provide  assistance  for  the  production  or  acquisition  of  programming.  These  grant 
programs  are  similar  to  the  public  radio  National  Program  Production  and  Acquisition 
Grants  (NPPAGs)  for  which  all  Community  Services  Grant  (CSG)  recipients  qualify,  but 
they  are  targeted  toward  stations  that  are  not  yet  CSG-qualified. 


Station 

WLJS-FM 

KRZA-FM 

KSJD-FM 

WHUS-FM 

WDNA-FM 

WEFT-FM 

WQUB-FM 

KKSU-FM 

WBPvH-FM 

KRCU-FM 

KKFI-FM 

WEOS-FM 

WJFF-FM 

WPRX-FM 

WPSU-FM 

KACV-FM 

KOCV-FM 

KTXK-FM 

WTJU-FM 

WNSB-FM 

KBCS-FM 

KAOS-FM 

22  grantees 


City/State 

Jacksonville,  AL 
Alamosa,  CA 
Cortez,  CO 
Storrs,  CT 
Miami,  FL 
Champaign,  IL 
Quincy,  IL 
Manhattan,  KS 
Baton  Pvouge,  LA 
Cape  Girardeau,  MO 
Kansas  City,  MO 
Geneva,  NY 
Jeffersonville,  NY 
Southampton,  NY 
University  Park,  PA 
Amarillo,  TX 
Odessa,  TX 
Texarkana,  TX 
Charlottesville,  VA 
Norfolk,  VA 
Bellevue,  WA 
Olympia,  WA 
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FY1994  Micro-Market  Grant  Program 

The  Micro-Market  Grant  Program  is  designed  for  stations  whose  signal  reaches  a  market  of 
fewer  than  25,000  people.  These  stations  would  be  eligible  for  the  STEP  program  except  for 
the  fact  that  their  markets  are  so  small  that  they  are  not  expected  to  be  able  to  advance 
through  the  levels  of  the  STEP  program. 

Station  City/State 

KMUD-FM  Redway,  CO 

KAJX-FM  Aspen,  CO 

KDNK-FM  Carbondale,  CO 

KVNF-FM  Paonia,  CO 

KMUN-FM  Astoria,  OR 

5gramees 

FY1994  Sole  Service  Grant  Program 

The  Sole  Service  Grant  program  is  designed  for  stations  that  provide  the  only  full-power 
broadcast  services  located  in  their  community. 

Station  City/State 

KCUK-FM  Chevak,  AK 

KIYU-AM  Galena,  AK 

KSDP-AM  Sand  Point,  AK 

KUHB-FM  St.  Paul,  AK 

KTNA-FM  Talkeetna,  AK 

KNSA-AM  Unalakleet,  AK 

KIAL-AM  Unalaska,  AK 

KNNB-FM  Whiteriver,  AZ 

KBUT-FM*  Crested  Butte,  CO 

KOTO-FM*  Telluride,  CO 

KLNR-FM  Panaca,  NV 

KCIE-FM  Dulce,  NM 

KABR-AM*  Magdalena,  NM 

KSHI-FM  Zuni,  NM 

WVMR-AM*  Dunmore,  WV 

15  grantees 

*  These  grantees  receive  additional  incentives  because  they  also  meet  criteria  for  the 
National  Program  Production  and  Acquisition  Grant  Program. 
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Appendix  A  (continued) 


Signal  Extension  Grants— FY1994 


The  CPB  Public  Radio  Signal  Extension  Grant  Project  has  awarded  13  grants  to  new 
projects  that  are  expected  to  provide  first-time  public  radio  service  to  approximately 
771,000  people. 


Station/City,  State 

KERA-FM/Dallas,  TX 
KRWG-FM/Las  Cruces,  NM 
WIUM-FM/Macomb,  IL 
KCAW-FM/Sitka,  AK 
KUFM-FM/Missoula,  MT 
WFUV-FM/Bronx,  NY 
KCHU-AM/Valdez,  AK 
KSKA-FM/Anchorage,  AK 
KSOR-FM/Ashland,  OR 
WCQS-FM/Asheville,  NC 
WERU-FM/Blue  Hill  Falls,  ME 
KCRW-FM/Santa  Monica,  CA 
KUMD-FM/Duluth,  MN 
KHNS-FM/Haines,  AK 

Total  expected  new  service  population: 


New  Population  Served 

79,098 

151,219 

72,476 

600 

58,000 

172,000 

750 

11,000 

34,156 

n/a 

91,743 

83,498 

16,  M9 

100 

770,789 
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Appendix  B 

Corporation  for  Public  Broadcasting  System  Development  Fund 

FY  199  3  Finalists 


National  System-wide  Projects 

Achieving  Excellence  Through  Training — National  Public  Radio,  Washington,  D.C. 
Curricula  development  for  a  satellite-delivered  NEWS  EXCELLENCE  course  to  transfer 
industry  techniques,  theory,  and  journalistic  benchmarks. 

Advanced  Strategic  Management — Alaska  Public  Radio  Network,  Anchorage,  Alaska 
Two  management  seminars  for  public  radio  and  television  personnel  conducted  for  one 
week  in  conjunction  with  noted  business  school  professors  and  the  Management  Action 
Program.  Managers  are  exposed  to  business  theory  as  well  as  individualized  analysis  of,  and 
consultation  about,  their  personal  management  style. 

Family  Service  Membership — KQED,  Inc.  San  Francisco,  California 
A  new  form  of  public  television  membership  that  will  enable  stations  to  generate  revenue 
in  order  to  initiate  and  maintain  new  educational  services  directed  to  parents, 
grandparents,  and  other  adult  care  givers  of  children  ages  two  through  10. 

Fund  Raising  Strategies  for  People  of  Color — Lorelta  Rucker  Communications,  Brooklyn, 

New  York 
Application  of  findings  from  recent  fundraising  research  about  African-American  and 
Hispanic  giving  to  public  radio  that  builds  on  the  existing  Developing  Minority 
Stations-Expanding  Minority  Audiences  project.  This  effort  will  target  the  on-air  presence 
and  approach  as  well  as  the  underwriting  design  and  content 

Managing  Change  Clearinghouse — Association  of  America's  Public  Television  Stations, 

Washington,  D.C. 
A  national  system  of  collecting  and  sharing  information  and  expertise  among  public 
television  station  that  enhances  local  services,  positions  stations  as  educational  and 
community  partners,  increases  awareness  of  multichannel  service  options,  identifies 
services  and  strategies  proven  to  build  audiences,  shares  resource  efficiencies,  and  helps 
public  television  stations  signal  their  value  to  audiences. 

National  Public  Multimedia  Center — Western  Public  Radio,  San  Francisco,  California 
A  research  and  planning  grant  to  explore  a  center  that  will  provide  low-cost  multimedia 
training,  updates  on  new  technologies,  and  production  capacity  for  public  tele- 
communications personnel  in  the  emerging  technology  environment  It  is  intended  for  use 
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by  independent  producers,  engineers,  reporters,  editors,  directors,  videographers,  sound 
designers,  filmmakers,  animators,  musicologists,  graphic  designers,  and  educators. 

Native  American  Radio  Station  Board  Development  and  Governance — Indigenous 

Communications  Association,  Hogansburg,  New  York 
A  two-year  effort  to  strengthen  the  management  and  governance  structure  of  two-dozen 
Native  American  radio  stations.  This  project  will  be  developed  in  association  with  the 
Indigenous  Broadcasting  Center. 

On-Air  Fund  Raising  Partnership — National  Public  Radio,  Washington,  D.C. 
The  second  year  of  an  industry  fundraising  partnership  aimed  at  generating  revenue  for 
public  radio  stations  that  utilizes  research  and  national  programming.  Partners  include 
National  Public  Radio,  American  Public  Radio,  the  Development  Exchange,  the  Public 
Radio  Program  Directors  Association,  the  Association  of  Independents  in  Radio,  the  Radio 
Research  Consortium,  professional  fundraisers,  stations,  and  others. 

On-Site  Training  in  Workforce  Diversity  for  Television  and  Radio — National  Association 

of  Blacks  in  Public  Radio,  Inc.,  Vienna,  Virginia 
A  series  of  on-site  workshops  tailored  to  individual  stations  that  support  station  efforts  to 
enhance  diversity  in  staffing,  programming,  promotion,  governance,  and  audience.  This 
project  builds  on  the  Leadership  Training  in  Workforce  Diversity  effort. 

Public  Radio  Producers'  Conference — Association  of  Independents  in  Broadcasting, 

Washington,  D.C. 
Planning  and  hosting  a  public  radio  producers'  conference  designed  to  bring  station, 
network,  and  independent  producers  together  with  programming  personnel,  national 
producers,  and  funders.  It  also  offers  hands-on  skills  training.  This  project  contains  a 
development  aspect  intended  to  generate  new  sources  of  funds  to  make  future  producers' 
conferences  self-sustaining. 

Ready-to-Learn—  WGTE-TV,  Toledo,  Ohio 

A  bimonthly  guide  to  television  viewing  targeted  to  low-income  families  and 
parent-education  workshops  in  coordination  with  PBS  stations,  designed  to  provide  parents 
with  tools  and  techniques  to  enhance  the  learning  of  children  ages  two  through  six. 

Station-Specific  Training  Projects 

Alaska  Minority  Stations  Training — KOTZAM,  in  association  with  the  Indigenous 

Broadcasting  Center,  Anchorage  Alaska 
Ten  on-site  training  workshops  coordinated  by  the  Indigenous  Broadcasting  Center, 
covering  production,  on-air  fundraising,  and  announcing  for  minority  stations  KOTZAM, 
Kotzebue;  KRBW  Barrow,  KDLG,  Dillingham;  KSKO,  McGrath;  KYUK,  Bethel;  KNSA, 
Unalakleet;  KIYU,  Galena;  KCUK,  Chevak;  and  KUHB,  St.  Paul  Island. 
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KDNA-FM  Rural  Training  Program — Northwest  Chicano  Radio  Network,  Granger, 

Washington 
A  Spanish-language  radio  training  program  for  staff  and  farmworker  volunteers,  as  well  as 
for  KDNA  Advisory  Boards  in  the  Yakima  and  Columbia  Basin  Regions,  that  is  intended 
to  institute  a  training  component  within  the  station's  management  structure. 

Raven  Radio  Station  Training — Raven  Radio  Foundation,  KCAW,  Sitka,  Alaska 
Developing  new  volunteer  and  staff  training  programs  that  emphasize  fundraising,  the  use 
of  digital  equipment,  and  individualized  training  plans  for  employees.  The  program  also 
will  include  workshops  that  will  be  conducted  in  six  translator  regions  to  recruit  and  train 
rural  news  reporters  as  stringers;  at  least  half  of  these  will  be  Alaska  Natives. 

Station-Specific  Training  in  State-of-the-Art  Production — Puerto  Rico  Public  Broadcasting 

Corporation,  WIPR-TV,  Halo  Rey,  Puerto  Rico 
A  one-year  television  training  project  in  production,  direction,  and  lighting  that  will 
upgrade  performance  standards  and  yield  curriculum  materials  written  in  Spanish  and  a 
long-term  training  plan  for  the  station. 

WWOZ-FM  Station-Specific  Training — Friends  ofWWOZ,  Inc.  New  Orleans,  Louisiana 
A  project  to  train  staff  and  volunteers  in  basic  broadcast  and  production  techniques,  and 
to  assemble  a  producer  pool  that  will  receive  more  specialized  production  training  over 
time. 
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Corporation  for  Public  Broadcasting  Board  of  Directors 


(Term  expiration  date  shown  in  parentheses) 
CHAIRMAN  VICE  CHAIRMAN 


Sheila  Tate  (1996) 

President 

Powell  Tate 

700  Thirteenth  Street,  NW  Suite  1000 

Washington,  D.C  20005 


Martha  Buchanan  (1996) 
3814  Klingle  Place,  NW 
Washington,  D.C.  20016 


DIRECTORS 


Honey  Alexander  (1996) 
208  Craighead  Avenue 
Nashville,  Tennessee  37205 

Carolyn  R.  Bacon  (1996) 
Executive  Director 
O'Donnell  Foundation 
100  Crescent  Court 
Suite  1660 
Dallas,  Texas  75201-1884 

Diane  D.  Blair  (1998) 
1011  Tanglebriar 
Fayetteville,  Arkansas  72701 

Ritajean  H.  Butter  worth  (1998) 
4815  Stanford  Avenue,  NE 
Seattle,  Washington  98105 


Victor  Gold  (1996) 

6309  Beachway  Drive 

Falls  Church,  Virginia  22044-1510 

Henry  J.  Cauthen  (1994) 

President 

South  Carolina  Educational 

Television  Commission 
P.O.  Box  11000 
Columbia,  South  Carolina  29211 

Lloyd  Kaiser  (1994) 
1204  Hulton  Road 
Oakmont,  Pennsylvania  15139 
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Corporation  for  Public  Broadcasting  Organizational  Chart 


CPB  Board  of  Director* 


)-( 


PraaJdant/CEO 
Richard  W.  Carlson 


Inspector  General  | 
Later  Lalney 


Treasurer  end 

Director  of  Budget 

Renee  Ingram 


Senior  Vice 
President 

Programming 
Eugene  Kan 


Senior  Vice 
President 

General  Counsel 
and  Secretary 
Thomas  Harvey 


Senior  Vice 

President 

Corporate 

Commun  cations 

Philp  Smith 


Senior  Vice 
President 

System  and  Station 
Development 

Frederick  DeMarco 


Senior  Vice  President 

Education 
Carofynn  Reid-WaDace 
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Corporation  for  Public  Broadcasting  Congressional  Directives 

Independent  Television  Service  (TTVS) 

RECOMMENDATIONS: 

S.  Rept.  102-104  (CPB  FY1994) 
Committee  Report 

The  Committee  expected  the  Corporation  to  provide  to  the  ITVS  adequate  operational 
funding  in  addition  to  $6  million  for  production  costs. 

S.  Rept.  102-397  (CPB  FY1995) 
Committee  Report 

The  Committee  indicated  that  CPB  should  base  funding  for  the  ITVS  on  total  annual 
appropriations  and  include  production  grants,  promotion,  packaging,  and  administration 
funds  in  a  single  allocation. 

ACTION  TAKEN: 

Production  and  operating-expense  contracts  between  CPB  and  ITVS  for  fiscal  years  1990, 
1991,  and  1992  were  executed  on  June  19,  1991.  Under  these  contracts,  the  Corporation 
committed  to  pay  $14,550,700  to  the  TTVS  for  fiscal  years  1990  and  1991.  Subsequently,  the 
Corporation  committed  to  pay  $8  million  each  for  fiscal  years  1992  and  1993,  covering 
production  and  operating  expenses.  Contracts  for  production  and  operating  expenses  in 
FY1993  were  signed  May  M,  1993. 

As  of  December  31,  1993,  the  ITVS  had  received  $14,300,700  in  production  and  operating 
expenses  for  fiscal  years  1990  and  1991.  Further,  CPB  has  paid  the  ITVS  $7,593,018  in 
production  and  operating  expenses  for  FY1992  and  $1,100,000  for  FY1993.  As  the  ITVS 
issues  contracts  with  producers,  more  of  the  funding  committed  by  CPB  will  be  disbursed 
to  the  ITVS. 

CPB  is  considering  the  use  of  a  single  allocation  for  FY1995  for  ITVS  production  grants, 
promotion,  packaging,  and  administrative  funds. 
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Service  to  Unserved  and  Underserved  Areas  and  Audiences 

RECOMMENDATION: 

RepL  102-282  (CPB  FY1994) 
Conference  Report 

The  conferees  concurred  that  public  broadcasting  should  be  expanded  to  areas  of  the 
country  and  audiences  that  are  unserved  or  underserved.  Of  the  total  increase  provided  for 
FY1994,  the  conferees  urged  and  expected  CPB  to  allocate  the  maximum  amount  that  is 
allowable  under  the  law  to  address  unserved  and  underserved  areas  and  audiences. 

ACTION  TAKEN: 


CPB  and  public  radio  are  striving  to  bring  public  radio  to  at  least  95  percent  of  the  nation 
by  the  year  2000.  In  addition,  CPB  is  focusing  on  encouraging  the  provision  of  services  to 
those  people  who  are  unserved  or  underserved  by  the  mass  media.  These  include  not  only 
those  groups  in  rural  areas,  but  also  members  of  racial  and  ethnic  minority  groups  and 
people  for  whom  English  is  a  second  language.  Details  of  expansion  activities  and 
minority-programming  efforts  can  be  found  in  the  Station  Support  and  Programming 
sections  of  this  justification. 


/ 


Closed-Captioning 


RECOMMENDATION: 


Rept.  102-282  (CPB  FY1994) 
Conference  Report 

CPB  was  directed  to  ensure  that  no  funds  are  allocated  under  subparagraph  (A)(ii)(II)  of 
section  396(k)(3)  of  the  Communications  Act  of  1934  to  give  programming  services  unless 
that  programming  implements  closed-captioned  broadcasting  or  the  provision  of 
dosed-captioned  broadcasting  would  cause  undue  administrative  or  financial  burden. 

ACTION  TAKEN: 


CPB  policy  requires  in  all  contractual  agreements  with  producers  that  all  CPB-funded 
programs  be  closed-captioned. 
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Appendix  E  (continued) 
Minority  Consortia 


RECOMMENDATION: 


H.  Rept  103-156  (CPB  FY1996) 
Committee  Report 

The  Committee  recommended  that  the  Minority  Consortia  receive  increases  for  operating 
expenses.  The  Committee  stated  that  the  Corporation  should  work  closely  with  the 
minority  stations  and  producers  to  ensure  their  full  participation  in  competition  for  funds 
available  through  the  Program  Development  and  Challenge  Funds. 

ACTION  TAKEN: 

CPB  currently  is  involved  in  discussions  with  the  Minority  Consortia.  It  is  fully  expected 
that  CPB  will  have  a  procedure  in  place  that  is  consistent  with  this  recommendation  well 
before  FY1996. 

Multicultural  Programming 

RECOMMENDATION: 

H.  Rept.  103-156  (CPB  FY1996) 
Committee  Report 

The  Committee  encouraged  CPB  to  use  such  programming  as  a  weekly  English-language 
radio  journal  as  a  model  for  developing  new  radio  and  television  programming. 

ACTION  TAKEN: 

CPB  funded  in  fiscal  years  1993  and  1994  a  weekly  English-language  radio  journal,  Latino 
USA,  dedicated  to  coverage  of  the  nation's  Hispanic  community.  In  addition,  CPB  has 
provided  funding  for  the  operating  costs  for  three  years  of  a  24-hour-per-day 
Spanish-language  programming  service.  Sattliti  premiered  in  September  1993,  and  its 
programming  is  being  used  by  stations  controlled  by  Hispanics  and  non-Hispanics.  In 
January  1994,  CPB  announced  funding  of  a  daily  one-hour  Spanish-language  telephone 
call-in  program,  LintaAbierta  (Open  Line).  CPB  has  created  a  similar  infrastructure  and 
call-in  program  for  Native  Americans. 

Through  these  efforts,  CPB  is  striving  to  find  ways  to  served  underserved  audiences, 
including  those  from  diverse  cultures.  CPB  will  consider  this  recommendation  as  it 
develops  its  budget  for  FY1996. 
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Appendix  E  (continued) 

Budget  Submissions 
RECOMMENDATION: 

H.  Rept  103-156  (CPB  FY1996) 
Committee  Report 

The  Committee  expects  future  budget  submissions  to  include  multi-year  funding  levels  and 
descriptions  of  major  activities  receiving  CPB  programming  support. 

ACTION  TAKEN: 

This  information  is  contained  in  Appendix  M  of  this  justification. 

Ready-to-Learn 
RECOMMENDATIONS: 

S.  Rept.  103-143  (CPB  FY1996) 
Committee  Report 

The  Committee  directed  CPB  to  consult  with  the  Department  of  Education  to  assure  that 
the  Department's  school-readiness  and  curriculum  goals  are  integrated  into  CPB's 
implementation  of  the  Ready-to-Learn  Act  (P.L  102-545).  The  Committee  also  directed 
CPB  to  comply  with  the  definition  of  eligible  entities  as  stated  in  the  Ready-to-Learn  Act. 

H.  Rept  103-275  (CPB  FY1996) 
Conference  Report 

The  conferees  directed  CPB  to  set  aside  $7  million  for  Ready-to-Learn  activities  prior  to 
allocating  funds  under  the  statutory  formula.  The  conferees  also  directed  CPB  to  consult 
with  the  Department  of  Education  to  assure  that  the  Department's  school-readiness  goals 
are  integrated  into  CPB's  implementation  of  the  Ready-to-Learn  Act  (P.L  102-545).  The 
conferees  also  directed  CPB  to  comply  with  the  definition  of  eligible  entities  as  stated  in 
the  Ready-to-Learn  Act. 

ACTION  TAKEN: 

CPB  already  has  met  with  the  Secretary  of  Education  and  senior  Department  of  Education 
officials  to  discuss  ready-to-learn  activities.  CPB  will  consider  all  of  these  recommendations 
as  it  develops  plans  to  administer  the  $7  million  appropriated  for  the  Ready-to-Learn  Act. 


38  FY  1997  CPB  Appropriation 


736 


Appendix  F 


Corporation  for  Public  Broadcasting  Appropriation  History, 

FY1969-FY1997 

($  In  Millions) 


Administration 
Fiscal          Request  Sent  to       HOUSE  SENATE 

Year  Congress Allowance Allowance 


Appropriation 


1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 

TQ.U) 
1977 

1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 


$9.0 

$15.0 

$22.0 

$35.0 

$45.0 

$45.0 

$60.0 

$70.0 

$17.0 

$70.0 

$80.0 

$90.0 
$120.0 
$162.0 
$172.0 
$172.0 
$110.0 

$85.0 

$75.0 
$186.0 
$214.0 
$214.0 
$214.0 
$214.0 
$242.1 
$306.5  (d) 
$260.0 
$275.0 
$292.6 


$214.0 
$238.0 

.    0>) 
$314.1  (d) 
$306.5  (d) 
$2533 
$272J 
$292.6 


$6.0 

$15.0 

$27.0 

$35.0 

$45.0 

$55.0 

$65.0 

$78.5 

$17.5 
$103.0 
$121.1 
$140.0 
$172.0 
$162.0 
$172.0 
$172.0 
$130.0 
$130.0 
$130.0 
$238.0 
$214.0 
$238.0 
$248.0 
$302.5  (d) 
$340.5  (d) 
$341.9  (d) 
$284.0 
$310.0 
$320.0 


$5.0 

$15.0 

$23.0 

$35.0 

$35.0 

$50.0 

$62.0 

$78.5 

$17.5 
$103.0 
$119.2 
$120.2 
$152.0 
$162.0 
$172.0 
$137.0 
$137.5 
$150.5 
$159.5 
$200.0 
$214.0 
S228.0 
$229.4  (C) 
S298.9  (d) 
$327.3  (d) 
$318.6  (d) 
$275.0 
$292.6 
$312.0 


(a)  Transition  Quarter 

(b)  Allowance  not  included  in  House  Bill  because  of  the  lack  of  authorizing 
legislation.  Senate  allowance  considered  by  House  Conferees  at  conference  on 
Appropriation  Bill(s). 

(c)  Reduced  FY1990  Sequestration. 

(d)  Includes  funds  appropriated  for  Satellite  Replacement  Fund. 
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Appendix  G 


History  of  Recent  Federal  Appropriations  for  General  Support 


Fiscal  Year 

Amount 

Percent  Change 

1989 

$228,000,000 

(Base) 

1990 

$229,391,000 

0.6% 

1991 

$242,060,000 

5.5% 

1992 

$251,030,000 

3.6% 

1993 

$253,309,000 

0.9% 

1994 

$275,000,000 

8.6% 

1995 

$292,640,000 

6.4% 

1996 

$305,000,000 

42% 

As  this  table  shows,  appropriations  to  CPB  have  increased  only  33.8  percent,  or  $77 
million,  since  FY1989,  an  annual  average  growth  rate  of  4.3  percent.  Between  FY  1989  and 
FY1994,  at  least  15  new  public  television  stations  and  90  new  public  radio  stations, 
including  beneficiaries  of  CPB's  radio  service  expansion  programs,  have  become  eligible 
for  CPB  grants. 

Grants  to  these  new  stations,  although  helping  the  system  bring  public 
telecommunications  services  to  areas  and  audiences  not  previously  served,  have  offset 
significantly  the  growth  in  Federal  support  in  recent  years  and  have  reduced  the  funds 
available  to  sustain  the  underlying  public  broadcasting  system.  The  result  is  that  many 
stations  have  had  their  CPB  grants  cut  in  real  and  relative  terms.  As  CPB  certifies  more 
stations  to  be  eligible  for  grants,  these  stations  claim  a  share  of  a  fixed  pool  of  funds  that 
has  not  been  growing  at  the  same  rate. 


40 


FY  1997  CPB  Appropriation 


738 

Appendix  H 

Basis  for  Advance  Funding 

Congress  appropriates  funds  for  the  Corporation  for  Public  Broadcasting  two  years  in 
advance  of  the  time  the  appropriation  becomes  available  in  order  to  achieve  two  goals.  The 
first  is  to  allow  CPB  and  grant  recipients  to  include  projected  Federal  support  in  their 
budget-planning  and  program-acquisition  process  two  years  before  those  budgets  are 
implemented.  Knowing  with  certainty  the  level  of  Federal  support  they  can  expert,  CPB 
and  individual  stations  can  then  use  Federal  funds  as  the  foundation  upon  which 
operating  budgets  are  built.  Stations  then  attract  additional  funding  from  a  vast  array  of 
flinders,  many  of  whom  base  their  support  on  the  station's  ability  to  raise  funds  from 
other  sources,  including  CPB. 

The  second  goal,  and  perhaps  the  more  important  one,  is  to  insulate  CPB  further  from 
potential  government  interference  with  the  First  Amendment  rights  of  program  developers. 
If  funding  for  public  broadcasting  were  to  be  made  available  concurrendy  with  the  time  the 
funds  are  appropriated,  it  may  encourage  attempts  to  influence  programming  by  tying  up 
funding  measures  until  concessions  are  made.  With  a  two-year  buffer,  such  influence  over 
programming  is  less  likely  to  occur  because  funding  for  the  next  two  years  already  is  secure. 
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Appendix  I 

Projected  Public  Broadcasting  Nonfederal  Income  and  Resulting 
Federal  Matching  Fund  Limitations 

($  in  Millions) 


Actual  or 

Projected 

Federal 

Actual 

Actual 

Fiscal 

Nonfederal 

Matching 

Funds 

Funds 

Year 

Income  (2) 

Funds  (3) 

Authorized 

Appropriated 

1984 

$807.3  Actual 

$323.8 

$145.0 

$137.5 

1985 

$917.1  Actual 

$367.7 

$153.0 

$150.5 

1986 

$948.3  Actual 

$403.7 

$162.0 

$159.5 

1987 

$1,051.5  Actual 

$458.6 

$200.0 

$200.0 

1988 

$1,120.3  Actual 

$474.2 

$214.0 

$214.0 

1989 

$1,284.7  Actual 

$420.6 

$238.0 

$228.0 

1990 

$1,314.1  Actual 

$448.1 

$254.0 

$229.4 

1991 

$1,409.0  Actual 

$513.9 

$245.0 

$242.1 

1992 

$1,444.0  Actual 

$525.6 

$265.0 

$251.0 

1993 

$1,480.1  Projected 

$563.6 

$285.0 

$253.3 

1994 

$1,517.1  Projected 

$577.6 

$310.0 

$275.0 

1995 

$1,555.0  Projected 

$592.0 

$375.0 

$292.6 

1996 

$1,593.9  Projected 

$606.8 

$425.0 

$312.0 

1997 

$1,633.8  Projected 

$622.0 

-TBD- 

-TBD- 

(1)  Section  396(k)(l)(C)  of  the  Public  Broadcasting  Act  of  1967,  as  amended,  limits 
Federal  appropriations  to  CPB  to  an  amount  equal  to  a  portion  of  the  funds 
raised  from  nonfederal  sources.  The  current  matching  provision  requires  that 
$2.50  in  nonfederal  support  be  raised  for  every  $1.00  of  Federal  appropriations. 
Actual  appropriations  have  not  approached  these  levels. 

(2)  Nonfederal  income  is  projected  to  grow  at  2.5  percent  per  year. 

(3)  The  level  of  potential  Federal  matching  funds  is  determined  by  matching 
nonfederal  income  earned  in  the  second  preceding  year,  at  a  ratio  of  one 
Federal  dollar  for  every  two  dollars  of  nonfederal  income  for  years  prior  to 
1989.  PL  100-626,  the  Public  Telecommunications  Act  of  1988,  changed  that  to 
one  Federal  dollar  for  every  $2.50.  Those  years  affected  by  this  change  are  in 
bold. 
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Appendix  J 


Income  of  Public  Broadcasting  by  Source,  FY1992 


A.  14.02%- 


B.  14.170/0- 


C.  16.75%" 


J.     ,.KJ 

—I.  10.68% 

r H.  6.860/0 

G.  4.46% 

!^— F.  3.490/o 

\**>s 

^"E.  1.200/o 

\ D. 

21.370/0 

A.  CPB  Appropriation 

B.  State  Governments 

C.  Businesses 

D.  Subscribers 

E.  Auctions 


F.  Local  Governments 

G.  Foundations 
H.  Other  Federal 

I.  Colleges  and  Universities 
J.  All  Others 
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Appendix  K 

Appropriation  Language  Proposed  by  the  Corporation  for  Public 

Broadcasting  for  FY1997 


"Public  Broadcasting  Fund" 
For  payment  to  the  Corporation  for  Public  Broadcasting,  as  authorized  by  the 
Communications  Act  of  1934,  an  amount  which  shall  be  available  within  limitations 
specified  by  the  Act,  for  the  fiscal  year  [1996]  1997,  [$312,000,000]  $345,000,000:  Provided, 
That  no  funds  made  available  to  the  Corporation  for  Public  Broadcasting  by  this  Act  shall 
be  used  to  pay  for  receptions,  parties,  or  similar  forms  of  entertainment  for  Government 
officials  or  employees:  Provided  further,  That  none  of  the  funds  contained  in  this 
paragraph  shall  be  available  or  used  to  aid  or  support  any  program  or  activity  from  which 
any  person  is  excluded,  or  is  denied  benefits,  or  is  discriminated  against,  on  the  basis  of 
race,  color,  national  origin,  religion,  or  sex. 

Q  =  proposed  deleted  language 
Bold  =  proposed  new  language 
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Appendix  L 

Basic  Radio  and  Television  Community  Service  Grant  Criteria 

Television 

In  addition  to  other  criteria,  a  CPB-supported  public  television  station  must: 

•  be  a  full  power,  on-the-air,  UHF  or  VHF  station  operating  under  a 
noncommercial  educational  license  granted  by  the  Federal  Communications 
Commission  (FCC); 

•  be  headed  by  a  manager  with  programming  and  budget  responsibility  and 
authority, 

•  have  a  full-time  staff  of  10,  five  of  whom  must  be  regular  full-time  employees 
whose  salaries  cannot  be  drawn  from  CSG  funds;  and 

•  have  at  least  $450,000  in  nonfederal  income  and  be  able  to  demonstrate 
financial  viability  and  local  support. 

Radio 

In  addition  to  other  criteria,  a  CPB-supported  public  radio  station  must: 

•  be  an  AM  or  FM  radio  station  operating  under  a  noncommercial  educational 
license  granted  by  the  FCC  with  sufficient  power  to  provide  primary  signal 
coverage  in  the  community  of  license; 

•  have  a  minimum  of  five  full-time  professional  employees,  none  of  whom  can 
be  paid  with  CSG  funds,  and  at  least  three  of  whom  must  be  managers  or 
professional  positions  whose  salaries  cannot  be  drawn  from  CSG  funds;  and 

•  have  a  minimum  of  nonfederal  annual  income  of  $195,000  in  FY1994  and  be 
able  to  demonstrate  its  financial  viability  prior  to  being  qualified  for  a  CPB 
grant. 
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ppendix  M 


Multi-Year  Funding:  Television  Program  Fund 


Program 


Purpose 


Funding  (in  Millions) 


A.  National  Fulfills  Congressional  directive  to 

Programming  Plan    increase  funding  for  national 

programing.  Funds  are  managed  by  the 
Public  Broadcasting  Service  through  a 
contract  with  CPB. 


FY92 

$22.5 


FY93 

$22.5 


FY94 

$22.5 


B.  Independent 
Television  Service* 


C.  CPB/PBS  Program 
Challenge  Fund 


D.  Multicultural 
Program  Project 


Fulfills  Congressional  directive  to  fund 
a  service,  separate  from  CPB,  that 
supports  the  production  of  television 
programming  by  independent 
producers. 

Matches  funds  raised  by  stations  for  the 
development  of  new  programming. 
Jointly  managed  by  CPB  and  PBS. 

Supports  programming  by  and  about 
minorities;  one-third  of  the  funds  will 
be  managed  by  the  Minority  Consortia* 


$72         $72        $72 


E.  Public  Television       Funds  community  efforts  revolving 
Outreach  Alliance     around  a  programming  theme 

addressing  national  and  local  challenges. 
FY1994  issue:  Women's  Health. 


$5.0        $5.0        $5.0 


$3.0        $3.0        $3.0 


$1.1        $1.1      $1,175 


F.  New  Program 
Development 


G.  Other  Program- 
ming Activities 


Funds  the  development  of  new  national         $4.3        $4.3      $6.03 
programming,  including  children's, 
news,  and  cultural  programming. 

Sustains  educational  services,  inter- 
national program  development,  and  ,    , 

,,.,.,  ...       ,        ,     *  Additional  funds  for  administrative  support 

technological  developments  like  closed-  ^^  ^  Sysum  Suppon  Funds 

captioning,  and  descriptive  video. 


$6.0        $4.5        $6.1 
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Thursday,  March  17,  1994. 
RAILROAD  RETIREMENT  BOARD 

WITNESSES 

GLEN  L.  BOWER,  CHAIRMAN 

V.  M.  SPEAKMAN,  JR.,  LABOR  MEMBER 

JEROME  F.  KEVER,  MANAGMENT  MEMBER 

CHARLES  R.  SEKERAK,  ACTING  INSPECTOR  GENERAL 

INTRODUCTION  OF  WITNESSES 

Mr.  Stokes  [presiding].  The  committee  will  come  to  order. 

The  next  witness  is  the  Railroad  Retirement  Board.  Appearing 
before  us  at  this  time  is  Mr.  Glen  Bower,  the  Board's  Chairman, 
and  his  associates.  Welcome  Mr.  Bower,  kindly  introduce  your  asso- 
ciates that  are  at  the  table  with  you. 

Mr.  Bower.  I  would  be  happy  to.  Seated  to  my  left,  your  right, 
V.M.  Speakman,  Jr.,  the  Labor  Member  of  the  Board.  To  his  left 
is  our  Acting  Inspector  General,  Charles  Sekerak.  Seated  to  my 
right,  your  left,  Jerry  Kever,  Management  Member  of  the  Board. 

I  might  add,  Mr.  Sekerak,  I  believe,  is  a  native  of  Cleveland. 

Mr.  Stokes.  He  is  a  Buckeye,  good.  We  want  to  welcome  all  of 
you. 

Mr.  Bower.  Mr.  Speakerman  is  from  Ohio,  although  not  Cleve- 
land. 

Mr.  Stokes.  At  this  time,  Mr.  Bower,  please  proceed  with  your 
statement. 

Remarks  of  Glen  L.  Bower 

Mr.  Bower.  Thank  you,  Mr.  Chairman. 

I  have  submitted  a  written  statement  in  which  my  two  colleagues 
have  joined  me  that  I  ask  be  submitted  as  part  of  the  record. 

FISCAL  YEAR  1995  BUDGET  REQUEST 

It  pleases  me  to  appear  before  you  today  in  support  of  the 
Board's  fiscal  year  1995  budget  request.  The  request  for  adminis- 
trative activities  totals  $94.1  million,  or  $1,000  less  than  the  en- 
acted amount  for  this  current  fiscal  year. 

I  want  to  assure  the  Committee  the  Board  intends  to  follow  the 
President's  guidance  on  improving  governmental  efficiency  and  re- 
ducing the  Federal  work  force.  For  example,  we  have  submitted  a 
streamlining  plan  with  related  efforts  to  reengineer  our  adminis- 
trative and  operational  processes.  We  developed  and  issued  a  cus- 
tomer satisfaction  survey  and  made  reductions  in  targeted  spend- 
ing categories.  The  Office  of  Management  and  Budget  also  named 
the  Board's  survivor  benefits  program  as  a  pilot  project  under  the 
Government  Performance  and  Results  Act  of  1993. 
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Our  budget  request  for  fiscal  year  1995  funds  an  estimated  1,500 
FTEs.  This  excludes  44  FTEs  for  Medicare  activities  reimbursed  by 
the  Health  Care  Financing  Administration. 

We  have  a  chart  which  is  also  in  our  testimony  package  that 
shows  the  1,500  FTEs  remain  well  below  the  levels  provided  by  Ex- 
ecutive Order  12839.  In  addition,  it  falls  118  short  of  our  revised 
FTE  ceiling. 

[The  information  follows:] 
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U.S.  Railroad  Retirement  Board 

Exec.  Order  12839  and  OMB  Memorandum  M-94-1 
Full-Time  Equivalent  (FTE)  Employees 


2,000 


1.750 


1,500 


1,250 


* 


FY  93 


Executive  Order 
OMB  M-94-1 
Funded 


FY  94 


FY  93 
1683 


1654 


FY  95 


FY  94 


FY  95 


1658 

1631 

1658 

1618 

1568 

1500 

Wofe.—These  numbers  do  not  include  the  44  FTE's  which  are  reimbursed  by 
the  Health  Care  Financing  Administration,  or  the  Office  of  Inspector 
General. 
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COMMENTS  ON  FISCAL  YEAR  1994  BUDGET 

Mr.  Bower.  I  should  point  out  we  now  expect  to  fund  1,568  FTEs 
this  fiscal  year.  As  a  result,  the  practical  decrease  under  our  1995 
request  amounts  to  68  FTEs. 

Of  course,  increased  personnel  costs  help  bring  us  to  our  current 
FTE  level.  For  example,  locality  pay  entailed  added  costs  of  about 
$2  million  this  year  and  about  $1.4  million  next  year.  To  date,  we 
have  absorbed  this  amount  through  normal  attrition,  transfers 
from  other  line  items,  and  restricted  spending. 

While  we  have  not  frozen  non-personnel  spending,  the  agency 
staff  has  described  the  situation  as  a  heavy  frost.  The  reduction  of 
FTEs  under  the  Special  Management  Improvement  Plan  also  helps 
achieve  overall  staffing  limits. 

PLANNED  REDUCTION  IN  STAFFING  OF  IMPROVEMENT  PLAN 

Again,  we  have  another  chart  that  is  part  of  our  testimony.  As 
was  planned,  the  level  of  FTEs  provided  under  the  Special  Manage- 
ment Improvement  Plan  declined  significantly  in  our  fiscal  year 
1995  request. 

The  second  and  third  year  of  the  agreement  represent  the  high 
points  for  added  staff  with  80  and  72  FTEs  respectively  while  the 
1995  request  calls  for  only  31  FTEs.  These  represent  fully  trained 
staff  who  will  play  a  key  role  in  bringing  this  agreement  to  a  suc- 
cessful conclusion. 

[The  information  follows:] 
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REDUCTION-IN-FORCE  TO  BE  AVOIDED 

Mr.  BOWER.  As  a  final  note  on  staffing,  we  will  do  everything 
possible  to  avoid  a  reduction  in  force  or  similar  measures. 

PROCUREMENT  SAVINGS 

I  understand  the  Committee  just  received  a  budget  amendment 
which  allocates  procurement  savings  of  $219,000  to  the  Board. 
Given  our  relatively  small  equipment  budget,  it  will  be  a  challenge 
to  absorb  this  amount. 

SUCCESS  ACHIEVED  UNDER  IMPROVEMENT  PLAN 

I  would  like  to  discuss  our  success  under  the  Special  Manage- 
ment Improvement  Plan,  which  is  a  unique  contractual  agreement 
between  the  Board  and  the  Office  of  Management  and  Budget  that 
calls  for  management  improvements  in  six  key  areas  over  a  five- 
year  period. 

So  far,  the  Congress  has  provided  more  than  $10  million  in  addi- 
tional resources  under  this  program.  In  return,  we  have  met  or  ex- 
ceeded every  goal  in  the  first  three  years  of  the  agreement. 

CLAIMS  PROCESSING  BACKLOG  REDUCED 

I  want  to  give  you  a  few  examples  of  the  progress  we  have  made. 
An  area  of  great  concern  for  many  years  to  the  Board  was  the  area 
of  backlogs  of  claims  processing.  We  started  to  reduce  the  claims 
processing  backlog  from  almost  80,000,  with  44,500  as  our  target 
in  fiscal  year  1993.  This  includes  normal  work  load  balances.  We 
exceeded  that  goal  with  33,706  claims  pending  at  the  end  of  the  fis- 
cal year.  We  should  eliminate  the  backlog  sometime  in  fiscal  1995. 

[The  information  follows:] 
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FRAUD  CONTROL  IMPROVED 


Mr.  Bower.  On  the  next  chart,  one  of  the  areas  of  tremendous 
success  has  been  in  the  area  of  fraud  control  where  we  made  tre- 
mendous success  in  attacking  fraud  through  computerized  wage 
matches  with  State  agencies  to  identify  individuals  claiming  unem- 
ployment and  disability  benefits  who  are  also  receiving  other  com- 
pensation. 

In  fiscal  year  1993,  our  goal  was  to  conduct  actual  wage  matches 
with  34  States.  We  conducted  matches  with  49  States,  the  District 
of  Columbia,  and  Puerto  Rico.  These  matches  resulted  in  identifica- 
tion of  $1.3  million  in  recoverable  benefits. 

[The  information  follows:] 
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Mr.  Bower.  In  addition,  we  referred  another  $1.6  million  in  po- 
tentially recoverable  benefits  to  our  Inspector  General  for  inves- 
tigation. 

I  am  pleased  to  report  that  last  week,  the  50th  State,  Massachu- 
setts, also  signed  a  wage  matching  agreement  with  us  so  we  have 
complete  coverage. 

INCREASES  IN  DEBTS  COLLECTED 

In  the  area  of  debt  collection,  a  government  debt  collection  execu- 
tive was  hired  under  the  Special  Management  Improvement  Plan 
and  has  identified  many  shortcomings  in  this  area  and  developed 
recommendations  to  correct  them.  We  still  have  a  lot  of  room  for 
improvement  as  our  accounts  receivable  exceed  $100  million. 

As  you  will  see  on  chart  5,  one  of  our  goals  was  to  increase  the 
amount  collected  through  Internal  Revenue  Service  tax  offsets.  Our 
goal  was  $530,000.  We  actually  collected  $681,000  in  fiscal  year 
1993.  This  made  the  Railroad  Retirement  Board  one  of  the  most 
successful  users  of  this  particular  tool. 

[The  information  follows:] 
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Mr.  Bower.  There  are  two  final  items  I  believe  merit  some  im- 
portant discussion  and  are  covered  in  greater  detail  in  our  written 
statement. 

AUDIT  AND  COMPLIANCE  UNIT  FORMED 

In  our  fiscal  year  1993  budget  the  Congress  provided  $1  million 
to  fund  an  audit  and  compliance  unit  at  the  Board.  This  unit  au- 
dits rail  employers  to  determine  compliance  with  regulations  on  re- 
porting compensation  and  retirement  taxes.  The  unit  has  a  full 
complement  of  staff  and  completed  its  first  audits  this  fiscal  year. 

AUDIT  OF  FINANCIAL  STATEMENTS 

On  a  related  note,  we  used  almost  $270,000  in  unspent  audit  and 
compliance  money  from  our  1993  budget  to  fund  the  first-ever  inde- 
pendent audit  of  the  Board's  financial  statements.  We  did  this 
under  report  language  the  House  included  in  our  1994  appropria- 
tion. 

The  Office  of  Inspector  General  entered  into  a  contract  with  the 
Arthur  Andersen  accounting  firm  for  this  purpose,  providing  an- 
other $60,500  from  their  own  budget.  This  contract  provides  for  au- 
dits of  our  financial  statements  for  fiscal  years  1993  and  1994. 

The  contractors'  schedule  calls  for  finishing  the  1993  audit  by 
May  1st  of  this  year.  They  plan  to  complete  the  1994  audit  after 
the  first  of  the  year,  and  subsequently  the  Inspector  General  will 
provide  for  annual  audits  of  the  financial  statements. 

Mr.  Stokes.  Mr.  Bower,  if  I  may  interrupt  you  for  a  moment. 
There  is  a  quorum  call  on  the  Floor.  I  have  about  three  minutes 
to  make  it.  I  will  go  down  to  vote,  and  I  will  come  right  back.  Then, 
you  can  continue  with  your  statement. 

Mr.  Bower.  We  are  concluded  with  our  statement.  We  will  be 
happy  to  answer  your  questions,  Mr.  Chairman. 

Mr.  Stokes.  Thank  you. 

[The  prepared  statement  and  biographies  of  the  Board  Members 
follow:] 
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WRITTEN  STATEMENT  OF  GLEN  L.  BOWER,  CHAIRMAN 

U.S.  RAILROAD  RETIREMENT  BOARD 

HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON  LABOR, 

HHS,  EDUCATION  AND  RELATED  AGENCIES 

MARCH  17,  1994 

Good  morning  Mr.  Chairman  and  Members  of  the  Committee.  I  am 
Glen  L.  Bower,  Chairman  of  the  Railroad  Retirement  Board.  The 
Board's  membership  also  includes  Mr.  V.  M.  Speakman,  Jr.,  the  Labor 
Member  of  the  Board,  and  Mr.  Jerome  F.  Kever,  the  Management  Member 
of  the  Board.  Joining  us  is  the  Board's  Acting  Inspector  General, 
Mr.  Charles  R.  Sekerak,  who  also  will  present  testimony. 

Our  fiscal  year  1995  budget  proposal  reflects  efforts  to 
follow  the  President's  directives  on  reducing  the  deficit  and  the 
federal  workforce.  As  a  result,  we  reduced  expenses  for  many 
non-personnel  items,  with  the  reductions  exceeding  the  six  percent 
of  1993  levels  required  by  Executive  Order  12837. 

In  addition  to  the  President's  initiatives  on  streamlining 
and  improved  government  efficiency,  we  have  also  taken  or  will 
consider  additional  steps  to  extend  existing  resources.  For 
example,  we  recently  moved  our  Chicago  field  office  to  our 
headquarters  building,  saving  about  $100,000  a  year.  We  may  also 
eliminate  a  large,  off-site  warehouse  by  moving  its  contents  to 
headquarters,  with  annual  savings  of  more  than  $535,000. 
Background  on  the  Railroad  Retirement  Board 

The  Railroad  Retirement  Board  (RRB)  administers  comprehensive 
retirement-survivor  and  unemployment-sickness  benefit  programs  for 
rail  workers  and  their  families.  The  Railroad  Retirement  and 
Railroad  Unemployment  Insurance  Acts  govern  these  benefits.  The 
RRB  also  provides  certain  social  security  benefits  and  Medicare 
coverage. 

In  fiscal  year  1993,  the  RRB  paid  $7.9  billion  in  railroad 
retirement  and  survivor  benefits,  with  834,000  annuitants  at  year's 
end.  About  42,000  people  received  $104  million  in  unemployment  and 
sickness  benefits  in  the  1993  benefit  year. 

1995  Appropriation  Requests 

For  fiscal  year  1995,  our  administrative  request  provides 
$94,100,000  and  1,500  FTEs.  (This  excludes  44  FTEs  reimbursed  by 
the  Health  Care  Financing  Administration).  This  dollar  amount 
represents  a  very  slight  decrease  from  that  enacted  for  fiscal  year 
1994.  The  requested  authority  breaks  down  as  follows:  $75,140,000 
for  administration  of  the  railroad  retirement  program,  $17,320,000 
for  administration  of  the  unemployment  and  sickness  insurance 
program,  and  $1,640,000  for  the  Special  Management  Improvement  Plan 
(SMIP). 

The  request  also  includes  $261  million  (plus  a  two-percent 
contingency)  in  general  funds  to  pay  vested  dual  benefits.  Certain 
people  who  qualified  for  both  social  security  and  railroad 
retirement  benefits  before  1975  receive  these  benefits.  The 
eligible  population  gradually  declines,  so  the  request  shows  a 
decrease  of  $16  million  from  the  1994  enacted  level. 

The  1,500  FTEs  entail  a  decrease  of  68  from  the  level  we 
expect  to  be  able  to  fund  in  fiscal  year  1994.  It  also  falls  118 
FTEs  short  of  the  President's  ceiling  for  fiscal  year  1995.  The 
calculations  on  funding  1,500  FTEs  include  the  second  phase  of 
locality  pay  increases  ($1.4  million)  and  a  1.6  percent  cost-of- 
living  adjustment  ($854,000). 

About  80  percent  of  the  RRB's  employees  received  the  initial 
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locality  increase  in  January  1994,  with  most  getting  the  5.34 
percent  for  the  Chicago  area.  We  received  no  added  funds  for  this 
mandate,  which  will  cost  the  agency  about  $2  million  this  fiscal 
year.  The  Board  also  faces  additional  costs  stemming  from 
settlement  of  a  Fair  Labor  Standards  Act  grievance.  This  will 
entail  unavoidable  costs  of  up  to  $500,000  in  retroactive  overtime 
payments. 

To  deal  with  these  costs,  the  Board  shifted  about  $600,000 
from  areas  such  as  contractual  services,  equipment,  supplies  and 
overtime.  We  absorbed  the  remainder  through  attrition  and 
restricted  hiring.  I  understand  the  President's  fiscal  year  1995 
budget  included  an  allowance  for  procurement  savings,  with  an 
impact  on  the  RRB  of  $219,000  in  fiscal  year  1995.  Given  our 
relatively  small  equipment  budget,  we  may  need  to  look  for  other 
areas  in  which  to  absorb  this  amount. 

As  planned,  SMIP  resources  decline  the  last  two  years  of  the 
five-year  agreement.  The  1995  request  includes  31  FTEs  for  SMIP 
activities,  a  decrease  of  41  from  the  level  we  expect  to  be  able  to 
fund  in  1994.  This  level  should  still  allow  the  Board  to  meet  all 
its  goals  under  the  plan. 

The  Office  of  Inspector  General  (OIG)  submitted  a  separate 
justification  and  request  for  $6,700,000  and  95  FTEs  for  audit  and 
investigative  activities. 

Special  Management  Improvement  Plan 

In  1990,  the  RRB  received  an  intense,  comprehensive 
management  review.  A  team  of  government  management  experts 
organized  by  the  Office  of  Management  and  Budget  (0MB)  conducted 
the  review.  0MB  selected  us  for  review  largely  because  they  had 
many  concerns  with  overall  agency  administration.  This  review 
eventually  resulted  in  an  agreement  with  the  Board  to  make  needed 
improvements  in  six  key  operational  areas. 

This  agreement  took  the  form  of  a  written  contract  with 
specific  goals  over  five  years.  The  agreement  included  a  funding 
proposal  of  nearly  $14  million  to  supplement  agency  resources  over 
the  life  of  the  agreement.  Fortunately,  the  Administration  and 
Congress  have  supported  this  added  funding.  We  hope  for  your 
continued  support  to  bring  this  program  to  a  successful  conclusion. 

With  funding  provided  the  last  three  fiscal  years,  we  met  or 
exceeded  the  goals  in  each  targeted  area.  The  areas  are:  claims 
processing,  tax  accounting,  fraud  control,  debt  collection,  trust 
fund  integrity  and  information  systems/automation. 

Currently,  we  exceed  our  goal  for  reducing  the  claims 
processing  backlog  by  about  6,100  cases.  The  backlog  inventory  now 
totals  about  32,000  cases,  down  from  a  starting  balance  of  almost 
80,000  claims. 

On  fraud  control,  we  now  have  wage-matching  agreements  with 
all  50  states,  the  District  of  Columbia  and  Puerto  Rico.  In  fiscal 
year  1993,  computer  matches  resulted  in  $1.3  million  in  recoverable 
benefits,  and  referral  of  674  cases  with  $1.6  million  in 
potentially  recoverable  benefits  to  the  Inspector  General. 

The  Board  continues  to  explore  ways  of  increasing  its  debt 
collection  capabilities.  Increased  use  of  the  Internal  Revenue 
Service  tax  refund  offset  program  represents  one  successful 
approach.  In  fiscal  year  1993,  we  collected  $681,318  by  this 
method.  This  made  the  RRB  a  top  user  of  this  collection  tool. 

Debt  collection  and  prevention  continues  to  be  a  priority,  as 
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our  accounts  receivable  exceed  $100  million.  Since  annual 
collections  have  remained  fairly  constant  at  around  $70  million, 
the  debt  collection  executive  hired  under  SMIP  has  developed  many 
recommendations  for  improvement  in  this  area.  In  the  process,  he 
has  discovered  that  little  effort  had  been  made  to  account  for  or 
collect  some  debts,  while  others  were  improperly  kept  on  the  books 
due  to  inadequate  accounting  of  repayments. 

A  little  over  a  year  ago,  the  U.S.  General  Accounting  Office 
called  the  improvement  plan  "a  prototype  of  a  performance  agreement 
...  for  increasing  the  Board's  accountability."  In  a  similar  vein, 
0MB  named  the  RRB's  Bureau  of  Survivor  Benefits  a  pilot  project 
under  the  Government  Performance  and  Results  Act  of  1993. 

Significant  Activities  in  1993 
Employer  Audits 

The  Congress  provided  the  RRB  with  $1  million  in  the  fiscal 
year  1993  appropriation  to  conduct  compliance  reviews  of  service 
and  compensation  reports  filed  by  railroad  employers.  This  also 
included  investigating  whether  the  railroad  retirement  system 
should  cover  a  specific  company  or  employee.  This  action  stemmed 
from  a  federal  court  decision  that  restricted  performance  of  these 
functions  by  the  Board's  Inspector  General. 

The  RRB's  newly  created  audit  and  compliance  unit  started 
operating  in  April  1993,  and  has  a  current  staffing  level  of  12 
FTEs.  As  of  last  month,  the  unit  had  completed  six  financial 
audits  of  railroad  employers  and  three  coverage  investigations. 
They  started  17  other  audits  still  in  progress. 

The  agency  spent  about  $575,000  for  this  program,  including 
$150,000  for  an  educational  program  on  employers'  reporting 
responsibilities.  Report  language  in  our  fiscal  year  1994 
appropriation  directed  us  to  use  up  to  $300,000  of  unspent  audit 
and  compliance  funds  to  audit  the  Board's  financial  statements. 
Audit  of  Financial  Statements 

The  Chief  Financial  Officers  Act  of  1990  does  not  apply  to 
the  RRB.  Nevertheless,  we  set  a  goal  to  voluntarily  follow  its 
guidelines  and  standards  on  auditing  financial  statements.  In  this 
spirit,  the  RRB  worked  with  the  0IG  to  conduct  the  first-ever 
independent  audit  of  the  Board's  financial  statements.  The  0IG 
contracted  with  Arthur  Andersen  &  Company  in  September  1993  for 
this  purpose. 

The  outside  auditors  will  review  the  agency's  financial 
control  systems.  They  will  then  audit  the  financial  statements  to 
see  if  they  fairly  portray  the  system's  financial  position  under 
generally  accepted  accounting  principles.  The  total  cost  of  this 
two-year  contract  is  $330,100.  With  the  strong  support  of  a 
majority  of  the  Board,  the  RRB  provided  $269,600  from  the  audit  and 
compliance  funds  in  our  fiscal  1993  budget  and  the  0IG  contributed 
$60,500. 

The  contractor  expects  to  complete  the  control  system  review 
and  audit  of  the  consolidated  financial  statements  for  fiscal  year 
1993  by  May  1,  1994.  They  plan  to  finish  the  fiscal  1994  review 
and  audit  around  January  1995.  Thereafter,  the  OIG  will  provide 
for  annual  financial  statement  audits. 
Earnings  and  Investments 

The  agency  invests  funds  in  its  accounts  in  interest-bearing 
securities.  The  law  limits  our  investments  to  federally  issued  or 
guaranteed  obligations.  In  recent  years,  the  RRB  has  taken  a  more 
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proactive  approach  to  managing  its  investments.  In  fiscal  year 
1993,  the  holdings  of  all  three  retirement  trust  funds  had  an 
average  yield  of  6.52  percent.  Earnings  on  the  RRB's  accounts 
totalled  almost  $800  million. 

Of  this  amount,  $70  million  came  from  capital  gains  on 
security  sales  authorized  by  the  RRB's  Investment  Committee.  We 
realized  $356.9  million  in  total  book  profits  from  the  sale  of 
securities  the  past  three  years.  Total  profits  for  the  previous 
three-year  period  amounted  to  just  $1.1  million.  We  continue  to 
look  at  prudent  ways  to  expand  our  investment  options.  This 
includes  negotiations  underway  with  the  Department  of  Treasury  to 
allow  purchasing  zero-coupon  bonds. 

Financial  Status  of  the  Trust  Funds 

In  fiscal  year  1993,  revenues  to  the  railroad  retirement 
accounts  exceeded  expenditures  by  about  $375  million.  The  market 
value  of  the  combined  accounts  increased  to  $13  billion.  Our  1993 
actuarial  report  predicts  the  railroad  retirement  system  will  not 
experience  cash-flow  problems  in  the  next  20  years,  provided  rail 
employment  forecasts  remain  accurate. 

The  cash  balance  of  the  Railroad  Unemployment  Insurance 
Account  at  the  end  of  fiscal  year  1993  was  $221.1  million.  On  June 
29,  1993,  the  Board  determined  the  balance  in  the  account 
sufficient  to  repay  an  outstanding  loan  from  the  Railroad 
Retirement  Account.  As  a  result,  the  Board  directed  the  transfer 
of  $180.2  million  from  the  Unemployment  Insurance  Account  to  the 
Retirement  Account. 

In  concluding  our  testimony,  we  want  to  stress  the  RRB's 
progress  over  the  past  year.  Yet,  we  also  recognize  the  need  for 
further  improvement.  With  your  continued  support,  we  will  strive 
to  meet  this  challenge.  Thank  you  for  the  opportunity  to  appear 
before  you  today,  and  we  will  answer  any  questions  you  have. 

#  #  # 
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BIOGRAPHY  OF  GLEN  L.  BOWER 

Glen  L.  Bower  was  appointed  Chairman  in  April  1990  and  was 
reappointed  in  August  1992  for  a  term  expiring  in  August  1997.  An 
attorney,  Mr.  Bower  served  as  Assistant  Director  of  the  Department 
of  Revenue  for  the  State  of  Illinois  from  1983  to  1990,  and  during 
part  of  his  tenure,  he  also  served  as  General  Counsel,  and  as 
Chairman  for  the  Revenue  Board  of  Appeals.  In  June  1991,  he  became 
a  Liaison  Member  of  the  Administrative  Conference  of  the  United 
States,  currently  serving  on  the  Adjudication  Committee.  Mr.  Bower 
has  served  on  the  U.  S.  Economic  Advisory  Board  of  the  U.  S. 
Department  of  Commerce,  1982-1985,  the  National  Advisory  Committee 
for  Juvenile  Justice  and  Delinquency  Prevention  of  the  U.S. 
Department  of  Justice,  1976-1980,  and  as  Chairman  of  the  Attorneys 
and  Tax  Appeals  Section  of  the  National  Association  of  Tax 
Administrators.  He  was  a  Member  of  the  Illinois  House  of 
Representatives,  1979-1983,  and  was  the  State's  Attorney 
(Prosecutor)  of  Effingham  County,  Illinois,  1976-1979.  He  is  an 
alumnus  of  Southern  Illinois  University  at  Carbondale  (B.  A.  1971, 
President's  Scholar),  and  the  Illinois  Institute  of  Technology/ 
Chicago-Kent  College  of  Law  (J.D.  1974  with  Honors).  Mr.  Bower  is  < 
Lieutenant  Colonel  in  the  U.  S.  Air  Force  Reserve,  the  Judge 
Advocate  General's  Department. 
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BIOGRAPHY  OF  V.  M.  SPEAKMAN,  JR. 

V.  M.  Speakman,  Jr.  was  appointed  Labor  Member  of  the  Railroad 
Retirement  Board  in  August  1992  to  complete  a  term  ending  in  August 
1994.  Mr.  Speakman,  who  was  appointed  on  the  recommendation  of  the 
Railway  Labor  Executives'  Association,  had  served  as  the  President 
of  the  Brotherhood  of  Railroad  Signalmen  since  1987,  prior  to  his 
appointment.  In  this  position  he  also  served  as  Vice  Chairman  of 
the  Railway  Labor  Executives'  Association,  Chairman  of  the  RLEA's 
Committee  on  Railroad  Retirement,  and  as  Secretary-Treasurer  of  the 
Transportation  Trades  Department  of  the  AFL-CIO.  Other  posts  held 
in  the  Brotherhood  of  Railroad  Signalmen  were  Vice  President,  1985- 
1987;  Director  of  Research,  1984-1985;  Grand  Lodge  Representative, 
1979-1984;  and  Local  Lodge  Chairman,  1977-1979.  He  began  his 
railroad  career  as  a  signalman  and  foreman  on  the  old  Pennsylvania 
Railroad,  now  part  of  Conrail.  A  veteran,  Mr.  Speakman  served  with 
the  U.  S.  Air  Force  in  Vietnam. 

Mr.  Speakman,  a  native  of  Ohio,  now  resides  in  Schaumburg,  Illinois 
with  his  wife  Karen  and  their  daughters,  Mandy  and  Michelle. 
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BIOGRAPHY  OF  JEROME  FRANCIS  KEVER 


Jerome  F.  Kever  was  appointed  by  President  Bush  and  confirmed  by  the 
United  States  Senate  in  August  1992  to  complete  a  term  ending  in 
August  1993  as  the  Management  Member  of  the  three-member  United 
States  Railroad  Retirement  Board. 

Mr.  Kever,  a  financial  consultant  assisting  small  businesses,  served 
as  Vice  President  and  Controller  of  Santa  Fe  Pacific  Corporation 
(SFP)  through  1990.  SFP  owned  two  Class  I  railroads  at  one  time, 
the  Atchison,  Topeka  and  Santa  Fe  Railroad  and  Southern  Pacific 
Railroad.  SFP  also  had  interests  in  energy,  real  estate,  pipelines, 
lumber,  leasing,  and  construction.  Prior  to  serving  SFP,  Mr.  Kever 
was  the  Director  of  Internal  Audit  for  Household  International,  a 
multinational  conglomerate  with  interests  in  financial  services, 
retailing,  car  leasing  and  manufacturing.  A  Certified  Public 
Accountant,  Mr.  Kever  began  his  career  with  the  certified  public 
accounting  firm  of  Deloitte  and  Touche  upon  graduation  from  Indiana 
University  in  1968  where  he  earned  a  B.  S.  degree  in  Accounting.  He 
is  a  member  of  the  American  Institute  of  Certified  Public 
Accountants  and  the  Institute  of  Internal  Auditors. 
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Mr.  Stokes.  I  will  be  right  back  and  start  with  the  questions. 

[Recess.] 

Mr.  Stokes.  The  committee  will  come  to  order. 

Remarks  of  Charles  R.  Sekerak 

Mr.  Sekerak,  the  Chair  recognizes  you  for  your  statement. 

Mr.  Sekerak.  Mr.  Chairman,  I  am  Charles  Sekerak,  Acting  In- 
spector General  of  the  Railroad  Retirement  Board.  I  cannot  resist — 
graduate  of  Cleveland  State  University. 

Mr.  Stokes.  That  is  right  in  the  heart  of  my  district. 

Mr.  Sekerak.  I  am  here  today  to  speak  in  support  of  our  budget 
request  for  fiscal  year  1995.  The  OIG's  complete  statement  has 
been  submitted  for  the  record. 

I  would  like  to  express  my  appreciation  to  you,  Mr.  Chairman, 
and  the  Members  of  this  Committee,  for  your  continued  support  of 
the  Office  of  Inspector  General. 

retirement  of  the  inspector  general 

As  you  may  know,  Mr.  Doyle,  our  Inspector  General,  will  be  re- 
tiring effective  April  8,  1994.  The  OIG  staff  and  I  would  like  to 
take  this  opportunity  to  express  our  appreciation  to  Mr.  Doyle.  His 
strong  leadership,  dedication  and  professionalism  have  enabled  the 
OIG  not  only  to  record  significant  statistical  accomplishments,  but 
to  identify  and  recommend  significant  management  improvements 
at  the  Railroad  Retirement  Board.  Since  his  appointment  as  the 
first  Inspector  General  at  the  RRB  in  1986,  the  OIG  has  returned 
$27  for  every  budget  dollar  allocated  to  the  office,  and  is  credited 
with  850  criminal  convictions  and  has  identified  about  $900  million 
in  monetary  benefits.  We,  the  staff,  wish  him  well  in  his  retire- 
ment. 

FISCAL  YEAR  1995  BUDGET 

We  are  requesting  funding  to  permit  us  to  continue  our  inde- 
pendent oversight  of  the  Railroad  Retirement  Board  which  is  re- 
sponsible for  paying  about  $7  billion  a  year  to  a  million  annuitants. 

FISCAL  YEAR  1995  PRIORITIES 

The  Special  Management  Improvement  Fund  review  and  the  fi- 
nancial statement  audit  will  remain  top  priorities.  We  believe  that 
issues  raised  by  the  Administration,  the  Commission  on  Railroad 
Retirement  Reform,  and  OMB  concerning  internal  controls,  the  fi- 
nancial interchange,  coordination  with  the  Social  Security  Adminis- 
tration, and  the  unfunded  liability  must  be  addressed. 

We  feel  that  it  is  essential  that  the  Board  has  a  financial  system 
that  works  efficiently  and  provides  accurate  and  timely  reporting. 

That  concludes  my  remarks,  Mr.  Chairman.  I  would  be  happy  to 
answer  any  questions. 

[The  prepared  statement  and  biography  of  Mr.  Sekerak  follow:] 
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U.  S.  RAILROAD  RETIREMENT  BOARD 
OFFICE  OF  INSPECTOR  GENERAL 


FISCAL  YEAR  1995  BUDGET  HEARING 

before  the 

HOUSE  APPROPRIATIONS  SUBCOMMITTEE  on 

LABOR,  HEALTH  AND  HUMAN  SERVICES, 

EDUCATION,  AND  RELATED  AGENCIES 


March  17,  1994 


presented  by: 


Charles  R.  Sekerak, 
Acting  Inspector  General 
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BEFORE  THE  SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES, 
EDUCATION  AND  RELATED  AGENCIES  OF  THE  COMMITTEE  ON  APPROPRIATIONS, 
U.S.  HOUSE  OF  REPRESENTATIVES 

TESTIMONY  OF  THE  INSPECTOR  GENERAL, 
RAILROAD  RETIREMENT  BOARD 

March  17,  1994 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

My  name  is  Charles  R.  Sekerak,  Acting  Inspector  General  of  the 
Railroad  Retirement  Board  (RRB).  I  am  here  today  to  speak  in 
support  of  our  budget  request  for  Fiscal  Year  (FY)  1995.  I  would 
like  to  express  my  appreciation  to  you,  Mr.  Chairman,  and  the 
members  of  the  committee  for  your  continued  support  of  the  Office  of 
Inspector  General  (OIG) . 

We  are  requesting  funding  to  permit  us  to  continue  our  independent 
oversight  of  the  RRB.  The  RRB  is  responsible  for  managing  benefit 
programs  which  pay  out  approximately  $7.9  billion  in  retirement, 
survivor  and  disability  benefits  annually  to  over  900,000 
beneficiaries.  The  agency  also  pays  about  $69  million  in  railroad 
unemployment  and  sickness  insurance  benefits.  Also,  the  RRB 
administers  Medicare  Part  B,  the  physician  services  aspect  of  the 
Medicare  program,  for  qualified  railroad  retirement  beneficiaries. 
About  750,000  beneficiaries  receive  such  benefits  through  the  agency 
totaling  more  than  $700  million  each  year.  The  RRB  Trust  Fund 
currently  has  a  balance  of  $12.4  billion.  Our  current  oversight 
responsibility  of  $238  million  per  staff  member  remains  one  of  the 
largest  in  the  IG  community. 

During  the  past  15  months,  the  OIG  has  made  significant 
contributions  to  the  overall  improvement  of  RRB  operations.  With 
the  help  of  the  Board  Members,  Board  management  and  agency 
personnel,  the  OIG  focused  its  audit  and  investigative  efforts  on 
priority  areas,  striving  to  identify  and  prevent  waste,  fraud,  and 
abuse  in  agency  programs.  The  OIG  issued  31  audit  reports  that 
identified  $81.9  million  in  monetary  benefits  for  the  RRB. 
Additionally,  the  OIG  achieved  331  criminal  convictions,  128 
indictments  and  informations,  and  $10,883,000  in  fines,  savings,  and 
recoveries. 

Since  the  Office  of  Inspector  General  initiated  operations  in  1986, 
we  have  achieved  financial  accomplishments  of  $893  million,  are 
credited  with  over  840  criminal  convictions,  and  have  returned  $27 
for  every  budget  dollar  allocated  to  this  office.  In  FY  1995,  we 
will  continue  to  focus  our  efforts  on  long-term  systemic  problems 
and  program  performance  that  affect  the  quality  of  service  provided 
to  the  railroad  community.  The  OIG  will  continue  to  identify 
innovative  methods  to  protect  the  integrity  of  the  trust  funds  for 
railroad  beneficiaries  and  their  families. 
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The  dollar  amount  of  fraud  under  investigation  is  now  over  $60 
million.  Computer  matching  initiatives,  aggressively  pursued  by  the 
Board,  have  led  to  the  referral  of  over  3,000  cases  to  the  016. 
This  type  of  referral  has  been  and  is  a  major  source  of  fraud  case 
predication.  The  average  investigative  caseload  of  107  cases,  as 
well  as  the  increasing  amount  of  investigative  travel  associated 
with  these  cases,  continues  to  cause  a  significant  investigative 
backlog  situation. 

OFFICE  OF  AUDIT 

In  FY  1995,  the  Office  of  Inspector  General's  audit  component  will 
direct  the  majority  of  its  resources  in  the  following  priority 
areas: 

•  Monitoring  the  RRB's  progress  in  implementing  its  agreement 
with  the  Office  of  Management  and  Budget  (0MB).  This 
monitoring  project  requires  the  OIG  to  allocate  staff  to 
review  RRB  activities  and  provide  independent  reports  to  the 
0MB. 

•  Performing  the  financial  statement  audits.  The  first  audit  of 
the  RRB's  financial  statements  (FY  1993)  is  currently  in 
progress.  The  OIG  is  working  in  concert  with  a  Certified 
Public  Accounting  firm  (CPA)  to  perform  this  audit.  To  date, 
we  have  identified  concerns  regarding  (1)  whether  the  agency 
is  receiving  all  appropriate  tax  revenues,  and  (2)  if  the 
financial  interchange  process  is  accurate.  In  FY  1995,  OA 
will  allocate  nine  full-time  equivalent  positions  to 
complement  the  efforts  of  the  CPA  firm  in  an  audit  of  the  FY 
1994  financial  statement. 

•  Improving  RRB  oversight  of  its  trust  funds.  OA  will  review 
the  RRB's  oversight  of  the  financial  procedures  of  those 
Federal  agencies  involved  in  the  processing  of  railroad 
payroll  taxes. 

•  Ensuring  benefit  payment  accuracy.  We  will  continue  to 
conduct  audits  of  benefit  calculations  in  the  RRB's 
retirement,  survivor,  unemployment  and  sickness  insurance 
programs . 

Evaluating  the  RRB  debt  collection  programs.  OA  will  continue 
its  efforts  in  this  area  to  ensure  the  RRB  properly 
identifies,  establishes,  and  collects  receivables  as  well  as 
assessing  interest  and  penalties  in  a  timely  manner. 
Reviewing  the  Medicare  Part  B  Program.  OA  will  continue  to 
monitor  the  accuracy  of  the  $700  million  in  Medicare  Part  B 
claims  processed  by  the  RRB's  Medicare  carrier. 
Evaluating  the  RRB's  management  and  Internal  controls.  We 
will  continue  to  assess  agency  controls  for  program  operations 
and  financial  management. 

Reviewing  agency  information  systems.  OA  will  continue  to 
assess  existing  and  new  on-line  database  applications  and  new 
software  applications. 

Conducting  special  reviews.  OA  will  continue  to  conduct 
inspections  and  analysis  type  studies  that  focus  on  a 
particular  program  or  activity. 
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OFFICE  OF  INVESTIGATIONS 

The  second  major  operational  component  of  the  OIG  is  the  Office  of 
Investigations  (01)  whose  caseload  is  about  3,000  with  a  fraud  value 
of  over  $60  million.  Presently,  over  350  fully  investigated  cases 
await  prosecution  at  various  U.S.  Attorneys'  Offices  across  the 
country.  The  workload  will  continue  to  increase  in  FY  1995  as  a 
result  of  RRB  state  wage  computer  matching  program  agreements  with 
49  states,  the  District  of  Columbia  and  Puerto  Rico.  Because  the 
RRB  also  includes  disability  information  together  with  unemployment 
and  sickness  insurance  data  in  these  wage  matching  programs, 
referrals  of  potential  fraud  cases  to  the  01  have  increased 
substantially  in  this  area.  Medicare  fraud  referrals  also  are  on 
the  rise  because  of  close  coordination  with  insurance  carriers,  the 
Department  of  Health  and  Human  Services-Office  of  Inspector  General, 
the  Department  of  Justice  Medicare  task  force  and  the  Federal  Bureau 
of  Investigation. 

In  FY  1995,  OI's  number  one  priority  will  be  Medicare  and  disability 
fraud  cases.  The  Administration  and  Attorney  General  have 
designated  this  area  as  a  national  law  enforcement  priority.  We 
will  continue  our  efforts  to  identify  fraud,  working  closely  with 
the  RRB's  Bureau  of  Disability  and  Medicare  Operations,  The 
Travelers  Insurance  Company,  and  by  participating  in  the  many  health 
care  task  forces  established  across  the  country  at  various  U.S. 
Attorneys'  Offices.  Investigations  will  target  medical  providers 
who  engage  in  illegal  activities  to  fraudulently  bill  Medicare  for 
services  not  rendered.  In  order  to  maximize  use  of  its  available 
resources  in  Medicare  cases  as  well  as  other  program  fraud 
investigations,  01  will  also  increase  investigative  activities  and 
coordination  with  other  Inspectors  General,  particularly  at  the 
Department  of  Health  and  Human  Services,  the  Federal  Bureau  of 
Investigation,  the  U.S.  Secret  Service,  and  the  Postal  Inspection 
Service. 

The  number  of  disability  cases  has  continued  to  increase  as  a  result 
of  the  state  wage  matching  programs.  Previous  disability 
investigations  have  yielded  significant  monetary  savings  for  the 
RRB.  The  majority  of  our  unemployment  and  sickness  fraud  cases  are 
identified  through  the  state  wage  matching  programs  and  referred  to 
the  OIG  by  RRB  program  bureaus.  Another  type  of  fraud  in  RRB 
benefit  programs  concerns  the  theft  and  fraudulent  cashing  of  U.S. 
Treasury  checks,  or  conversion  of  electronic  fund  transfers,  by 
someone  other  than  the  authorized  RRB  annuitant. 

In  FY  1995,  01  will  continue  to  emphasize  the  importance  of 
identifying  program  weaknesses  and  reporting  them  to  RRB  management 
and  staff.  01  will  include  ideas  to  strengthen  these  operations. 
Statistically,  OIG  investigative  efforts  have  yielded  significant 
results  since  1986:  840  criminal  convictions,  485  indictments  and 
informations,  and  $25.6  million  in  recoveries,  restitutions  and 
fines.  These  prosecutive  actions  represent  outstanding  results  in 
an  environment  of  a  still  increasing  fraud  caseload. 
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We  will  continue  to  actively  pursue  enforcement  actions  under  the 
Program  Fraud  Civil  Remedies  Act.  With  the  strong  support  provided 
by  the  RRB  and  U.S.  Department  of  Justice,  01  will  continue  to  use 
this  statute  as  an  effective  weapon  against  fraud.  To  date,  the 
Department  of  Justice  has  authorized  10  prosecutions,  28  additional 
cases  have  been  settled  by  payment  in  full  or  by  installment,  and  14 
cases  are  in  the  authorization  process  and  demands  for  repayment 
have  been  issued  by  the  RRB's  Bureau  of  Law. 

SUMMARY 
In  FY  1995,  the  Office  of  Inspector  General  will  continue  to 
streamline  its  own  operations  and  strive  to  identify  ways  to 
increase  productivity  and  manage  assets  more  effectively.  The 
assignment  of  additional  responsibility  to  all  employees  will  enable 
the  OIG  to  better  serve  its  customers  --  the  Congress,  the 
Administration,  the  Board  Members,  RRB  management,  and  ultimately, 
the  railroad  community.  We  will  continue  to  request  input 
concerning  OIG  audit  projects,  studies  and  management  reviews.  We 
will  also  continue  to  ask  for  feedback  when  the  projects  are 
completed,  and  invite  suggestions  that  will  help  us  to  identify 
program  abuse. 

The  Office  of  Inspector  General  has  consistently  directed  its 
efforts  in  protecting  the  trust  funds  from  which  all  benefits  are 
paid  and  ensuring  that  the  highest  quality  of  service  is  provided  to 
RRB  beneficiaries.  In  FY  1995,  with  the  support  of  the 
Administration,  the  Congress  and  RRB  management,  the  Office  of 
Inspector  General  will  continue  to  provide  audit  and  investigative 
coverage  to  those  ends.  Emphasis  will  remain  in  those  high  risk 
areas  which  significantly  impact  RRB  operations  and  program 
execution. 

The  financial  statement  audit  will  remain  a  top  priority  as  we 
believe  that  issues  raised  by  the  Administration,  the  Commission  on 
Railroad  Retirement  Reform,  and  0MB  concerning  internal  controls, 
the  financial  interchange,  coordination  with  the  Social  Security 
Administration  and  the  unfunded  liability  must  be  addressed. 
Performance  of  this  audit  is  critical  to  ensure  that  Congress,  0MB 
and  RRB  management  have  the  necessary  information  to  evaluate  the 
financial  condition  of  the  railroad  retirement  system.  It  is 
essential  that  the  Board  has  a  financial  system  that  works 
efficiently  and  provides  accurate  and  timely  reporting. 

That  concludes  my  remarks,  Mr.  Chairman.  I  will  be  happy  to  answer 
any  questions. 
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BIOGRAPHY  OF  CHARLES  R.  SEKERAK 
ACTING  INSPECTOR  GENERAL 

Charles  R.  Sekerak  is  the  Acting  Inspector  General  and  Assistant 
Inspector  General  for  Investigations,  U.S.  Railroad  Retirement 
Board. 

Headquartered  in  Chicago,  the  Board  administers  the  $8.0  bill ion-a- 
year  benefit  programs  provided  under  the  Federal  Railroad  Retirement 
and  Unemployment  Insurance  Acts  covering  the  nation's  1.2  million 
active  and  retired  railroad  workers  and  their  families.  The  Board 
also  assists  in  the  administration  of  other  Federal  laws  covering 
railroad  workers. 

Prior  to  his  appointment  in  1986,  Mr.  Sekerak  served  as  a  Special 
Agent  for  the  Federal  Bureau  of  Investigation,  in  Chicago,  Illinois. 
During  his  tenure  at  the  FBI  he  acted  as  Supervisory  Special  Agent 
investigating  white  collar  crime  including  bank  fraud  and 
embezzlement,  fraud  against  the  government,  public  corruption,  and 
organized  crime.  He  also  served  as  White  Collar  Crime  Coordinator. 
He  has  taught  classes  in  management  assessment,  hostage  negotiation, 
and  interview  techniques.  Prior  to  his  FBI  career,  Mr.  Sekerak  was 
Assistant  Controller  at  Huron  Road  Hospital,  Cleveland,  Ohio. 

An  alumnus  of  Cleveland  State  University,  Mr.  Sekerak  holds  a 
Bachelor's  degree  in  Business  Administration  with  a  major  in 
Accounting. 
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Mr.  Stokes.  Thank  you  very  much,  Mr.  Sekerak. 

STAFFING  OF  THE  SPECIAL  MANAGEMENT  IMPROVEMENT  PLAN 

After  the  five-year  management  improvement  plan  ends  in  1996, 
will  the  employees  now  working  exclusively  on  the  initiative  con- 
tinue to  work  on  the  improvement  activities  or  will  they  be  reas- 
signed to  new  duties? 

Mr.  Bower.  Mr.  Chairman,  the  employees  that  have  been  work- 
ing on  them  and  will  continue,  for  the  balance  of  the  project — are 
working  on  projects  that  are  ongoing. 

In  the  area  of  the  backlogs,  which  is  the  single  largest  concentra- 
tion of  employees  and  has  been  a  problem,  there  will  always  be 
cases  to  work.  Those  people  will  be  working  on  an  ongoing  balance, 
the  normal  work  load.  We  are  attriting  people  out  of  that,  as  the 
chart  that  we  had  a  minute  ago  indicated. 

PROCEDURES  FOR  PREVENTING  BACKLOGS  AND  DEBT 

Mr.  Stokes.  What  procedures  have  been  put  in  place  to  prevent 
backlogs  and  debts  from  building  up  again  in  the  future  once  the 
special  fund  has  run  out? 

Mr.  Bower.  Well,  when  I  came  to  the  agency  four  years  ago, 
there  was  the  huge  backlog  in  claims  and  the  staff  said  that  we 
needed  to  have  a  concentration  of  personnel  and  an  increase  in  the 
amount  of  automation  to  address  this  issue. 

The  backlog  has  been  a  millstone  around  the  neck  of  the  agency. 
We  sincerely  believe  as  long  as  we  have  reasonable  staffing  levels 
that  we  will  keep  up  with  the  current  work  load  as  it  comes  in  and 
eliminate  the  backlogs.  And  we  have  ongoing  automation  projects 
that  are  making  more  and  more  of  these  processes  automated, 
thereby  making  them  easier  and  also  eliminating  a  lot  of  the  prob- 
lems so  they  do  not  even  occur. 

IMPACT  OF  BASE  STAFFING  LEVELS  ON  IMPROVEMENT  PLAN 

Mr.  Stokes.  Mr.  Bower,  are  you  concerned  reductions  in  the  base 
staffing  levels  could  threaten  the  success  of  the  financial  manage- 
ment initiative  as  it  approaches  its  final  year? 

Mr.  Bower.  I  believe  if  we  can  continue  at  the  rate  that  we  are 
currently  on,  with  no  further  reductions,  that  we  can  meet  the  ob- 
jectives of  the  plan. 

If  there  are  reductions  beyond  what  we  are  currently  projecting 
our  FTE  level  to  be,  I  think  it  could  be  very  difficult. 

COMMENTS  ON  TRANSFERRING  MEDICARE  ACTIVITIES  TO  HCFA 

Mr.  Stokes.  In  the  Board's  view,  what  are  the  pros  and  cons  of 
transferring  the  Board's  administrative  responsibility  for  Medicare 
Part  B  for  rail  workers  to  HCFA  as  proposed  in  the  National  Per- 
formance Review,  and  how  would  this  alter  the  functions  of  the 
Board? 

Mr.  Bower.  Let  me  answer  that,  if  I  may,  in  two  parts  and  then 
I  would  let  my  colleagues  answer  as  they  may  on  any  question. 

I  would  say,  first  of  all,  the  Railroad  Retirement  Board,  two 
years  ago,  at  the  urging  of  both  this  Committee  and  your  fellow 
Committee  in  the  Senate,  competitively  bid  our  Medicare  contract 
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for  the  first  time  in  26  years.  At  the  time  that  we  successfully  did 
that,  I  personally  predicted  it  was  going  to  be  a  benchmark  that 
would  be  used  by  the  Health  Care  Financing  Administration  itself 
for  how  you  administer  the  program. 

Our  competitively  bid  contract  reduced  costs  and  improved  serv- 
ices to  our  beneficiaries,  and  it  was  an  overwhelming  success.  Part 
of  the  Vice  President's  proposal  in  the  NPR  was  that  the  Health 
Care  Financing  Administration  should  competitively  bid  its  con- 
tracts in  the  future. 

As  I  am  certain  you  know,  Mr.  Chairman,  in  H.R.  3400  there 
was  a  proposal,  a  proposal  to  make  that  transfer,  but  the  House 
removed  it  and  substituted  language  that  said  the  Secretary  of 
HHS  should  study  this  issue  and  determine,  you  know,  the  cost- 
benefits,  the  pros  and  cons  of  the  issue.  It  is  a  major  issue. 

Most  of  the  studies  I  have  seen  are  quite  stale.  I  would  suggest 
the  Senate  has  yet  to  act  on  3400.  I  would  suggest  waiting  until 
the  results  of  the  study. 

Mr.  Stokes.  Did  anyone  else  want  to  comment? 

Mr.  Porter,  I  yield  to  you. 

Mr.  Porter.  Thank  you,  Mr.  Chairman. 

AUDIT  OF  FINANCIAL  STATEMENTS 

Mr.  Bower,  last  year  the  Committee  asked  that  the  financial 
statements  of  the  Board  be  audited.  We  had  some  questions  about 
how  the  audit  would  be  financed.  Can  you  tell  us  the  status  of  the 
project  and  what  are  the  funding  requests  in  the  budget  for  the 
project  in  1995? 

Mr.  Bower.  Well,  Mr.  Porter,  first  of  all,  congratulations  on  the 
good  news  on  Tuesday. 

Mr.  Porter.  Thank  you. 

Mr.  Bower.  The 

Mr.  Porter.  You  will  have  to  put  up  with  me  for  two  more  years. 

Mr.  Bower.  I  am  quite  willing  to  do  that. 

As  I  indicated  in  my  testimony,  the  first  part  of  the  report  is  due 
May  1st;  and,  in  fact,  would  have  been  completed  sooner  except  for 
some  critical  information  that  we  have  no  control  over,  but  will  not 
be  available  until  that  time  from  the  Social  Security  Administra- 
tion. 

The  Railroad  Retirement  Board,  pursuant  to  report  language  this 
Committee  put  in,  provided  $270,000  to  assist  in  the  funding  of 
this  effort  and  the  Inspector  General  came  up  with  $60,500  to  as- 
sist for  1993  and  1994. 

The  Inspector  General,  I  believe,  made  a  commitment  that  they 
would  take  over  funding  for  the  audit,  the  full  funding  in  the  fu- 
ture for  this;  and  I  would  expect  them  to  do  this.  We  were  able  to 
do  that,  as  you  will  recall,  because  of  money  we  were  unable  to 
spend  that  had  previously  been  appropriated  for  the  audit  of  rail 
employers. 

COST  REDUCTIONS  IN  MEDICAL  CLAIMS  AND  CLAIMS  PROCESSING 

ACTIVITIES 

Mr.  Porter.  If  you  look  at  the  health  care  reform  debate  in  the 
Congress,  it  is  largely  being  driven  by  increasing  health  costs  and 
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claims  to  the  system.  The  Railroad  Retirement  Board  administers 
a  very  large  medical  claims  program. 

What  strategies  have  you  pursued  to  reduce  the  costs  of  medical 
claims  and  claims  processing? 

Mr.  BOWER.  Congressman,  as  I  mentioned — and  I  will  be  a  little 
more  detailed — we  successfully  competed  the  bid  for  the  contract 
two  years  ago  for  the  first  time  in  26  years.  As  a  result  of  that  com- 
petitive bidding,  we  brought  down  costs  and,  eliminated  a  part  of 
the  original  contract  that  if  we  were  to  terminate  the  contract,  it 
would  cause  the  agency  to  have  to  pay  termination  costs  which 
would  be  several  million  dollars.  That  is  not  in  the  current  con- 
tract. 

We  increased  the  accuracy  rates  that  the  carrier  is  supposed  to 
adhere  to  in  order  to  reduce  overpayments  and  underpayments 
that  will  save  millions  of  dollars  a  year  in  the  program.  We  have 
increased  the  walk-in  facilities  from  three  to  over  30  for  our  bene- 
ficiaries throughout  the  country. 

The  Inspector  General  put  in  some  very  specific  and  much  tight- 
er program  integrity  functions  in  the  contract  than  had  been  there 
previously. 

I  might  add,  the  Inspector  General  just  recently  completed  an 
audit  of  the  timeliness  requirements  that  the  contract  has  and 
found  there  were  some  of  those  portions  that  were  not  being  ad- 
hered to.  Our  carrier  is  now — it  has  been  brought  to  their  attention 
and  they  will  be  addressing  those. 

DEBT  COLLECTION 

Mr.  Porter.  What  changes  in  the  law  or  regulations  have  you 
proposed  to  strengthen  the  Board's  debt  collection  abilities?  Is  the 
Board  fully  utilizing  its  existing  authority  in  this  area? 

Mr.  Bower.  Well,  let  me  answer  your  second  part  first. 

In  debt  collection,  one  of  the  things  that  we  have  discovered  since 
we  started  the  intense  debt  collection  effort  is  that  the  records  were 
very  poorly  kept  to  start  with. 

One  of  the  things  you  and  I  think  every  other  Member  of  Con- 
gress would  appreciate  is  that  we,  in  doing  some  test  work,  discov- 
ered there  were  probably  several  thousand  accounts  where  people 
had,  in  fact,  made  repayments  to  us,  but  they  had  not  been  prop- 
erly credited  to  their  accounts.  So  rather  than  sending  out  bills  to 
these  people  and  getting  the  Members  of  Congress'  ire  raised,  we 
tried  to  clean  that  out  of  the  system,  so  that  we  will  only  be  billing 
what  is  legitimate  debt. 

As  I  indicated  in  my  testimony,  the  Board  has  been  aggressively 
using  the  Internal  Revenue  Service  offset  program  on  tax  refunds 
and  is  one  of  the  most  successful  agencies  in  using  that;  but  in  our 
August  budget  submission,  there  were  several  items  that  the  Board 
suggested  in  terms  of  legislative  change.  One  would  be  to  collect 
overpayments  of  benefits  under  our  Unemployment  and  Retirement 
Acts  for  people  who  were  drawing  benefits  based  upon  someone 
else's  employment  record,  although  it  may  not  be  that  person  them- 
selves. 

In  other  words,  if  the  railroad  retiree  had  died,  their  survivor 
would  be  receiving  benefits,  and  we  could  collect  from  the  survivor 
if  there  was  an  overpayment  in  that  regard.  Another  one  would  be 
I 
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the  offset  of  overpayments  against  social  security  benefits,  to  allow 
the  offset  of  any  erroneous  payment  under  the  Railroad  Retirement 
Act,  and  to  clarify  the  authority  as  to  whether  we  could  offset  any- 
thing owed  to  us  against  other  benefits  that  the  government  might 
Pay. 

OUTSTANDING  DEBTS 

Mr.  Porter.  Why  does  the  budget  justification  show  an  increase 
in  outstanding  debt  despite  these? 

Mr.  Bower.  Well,  I  think  there  is  a  very  simple  answer  to  it.  It 
also  shows  that  we  may  not  have  collected  quite  as  much  which 
has  a  reasonable  explanation.  The  debt  increased  because  of  these 
tremendous  backlogs. 

In  processing  these  backlogs,  we  have  found — the  percentages 
may  be  wrong,  but  about  60  percent  or  so  of  the  backlogged  cases 
were  owed  money  by  the  agency  and  about  40  percent  or  so  actu- 
ally were  overpaid.  So  as  we  are  working  out  this  old  stuff,  it  is 
not  new  debt,  it  is  discovered  and  booked  debt.  That  is  why  it  is 
going  up,  but  hopefully  it  will  be  coming  down. 

Staff  raised  the  issue  at  some  point  that  some  of  our  debt  collec- 
tion was  going  down.  That  is  because  of  an  earlier  success. 

On  the  unemployment  side,  they  have  done  such  a  good  job  over 
the  last  several  years  of  cleaning  up  some  old  debt  there,  that  there 
is  now  not  very  much  left  to  collect  in  that  particular  area.  So  it 
is  almost  all  on  the  retirement  side. 

Mr.  Porter.  A  year  from  now,  what  will  it  likely  look  like? 

Mr.  Bower.  I  hate  to  predict,  but  I  certainly  would  hope  it  will 
be  much  higher  collections  because  first  of  all,  we  will  have  elimi- 
nated the  erroneous  debt  and  then  can  actually  bill  and  start  the 
collection  process  on  what  is  legitimate  debt. 

Mr.  Porter.  Have  you  commented  on  the  Special  Management 
Improvement  Fund? 

AGENCY  RESPONSE  TO  PERFORMANCE  IN  GOVERNMENT  ACT 

Mr.  Bower.  I  have  some,  but  if  you  have  a  specific  question,  we 
will  try  to  clarify  it. 

Mr.  Porter.  Well,  I  wonder  if  you  want  to  elaborate  on  that? 

And,  the  Performance  in  Government  Act  requires  government 
managers  to  be  held  more  accountable  for  their  performance.  Have 
you  instituted  any  reforms  there  to  carry  out  that  law? 

Specifically,  have  you  incorporated  greater  accountability  into 
your  reengineering  efforts?  And  have  any  changes  that  you  made 
been  reflected  in  performance  measures  prescribed  for  your  staff? 

Mr.  Bower.  I  believe  by  perhaps  the  luck  of  fate,  the  Railroad 
Retirement  Board  was  ahead  of  its  time  on  the  Government  Per- 
formance Act  and  accountability.  The  audit  or  the  major  manage- 
ment review  done  by  the  Office  of  Management  and  Budget,  start- 
ing literally  four  years  ago  next  month,  was  before  the  Performance 
in  Government  Act  was  passed.  They  came  up  with  all  the  short- 
comings, and  we  entered  into  this  agreement  with  them  which 
GAO,  a  year  ago,  said  was  a  model  of  what  a  performance  and  re- 
sults contract  should  be. 

As  a  result,  we  were  already  into  this  before  the  Performance  in 
Government  Act  was  passed;  but  the  Board  has  been  very  con- 
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cerned  about  that.  In  the  last  three  years,  I  believe  it  has.  We  have 
been  very  specific  with  our  senior  managers  on  their  performance 
goals. 

On  the  trickle-down  theory,  they  have  done  it  for  their  subordi- 
nates, to  have  very  specific  results  that  we  want  our  senior  man- 
agers to  achieve  during  the  coming  year.  I  believe  that  we  can  look 
back  and  say  that  it  has  been  successful  in  setting  specific  perform- 
ance measures. 

Mr.  PORTER.  Thank  you,  Mr.  Bower. 

Mr.  Stokes.  Ms.  DeLauro,  any  questions? 

Ms.  DeLauro.  I  want  to  welcome  the  panel. 

I  have  no  questions,  Mr.  Chairman.  If  I  do,  I  will  submit  them 
for  the  record. 

Mr.  Bower.  Thank  you. 

Mr.  Stokes.  Mr.  Bower,  Mr.  Sekerak,  we  will  have  a  number  of 
other  questions  to  submit  to  you  for  the  record.  Please  respond  to 
those.  We  would  appreciate  it  very  much. 

Mr.  Sekerak.  Thank  you. 

Mr.  Bower.  Thank  you,  Mr.  Chairman. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:! 
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Mr.  Bower:  In  the  tax  accounting  area,  the  Special  Management 
Improvement  Initiative  has  focused  on  two  activities:  reducing 
backlogs  and  accelerating  automation  projects. 

Before  the  Special  Management  Improvement  Initiative  began,  it  was 
projected  that  the  backlog  of  unprocessed  record  corrections  and 
pending  corrected  tax  statements  could  exceed  240,000  items  by 
September  1996.  Resources  from  the  Special  Management  Improvement 
Initiative  were  used  to  get  this  workload  under  control  and 
eliminate  the  backlog.  To  achieve  this  objective,  challenging 
year-end  goals  were  established.  Our  year-end  goals  and  actual 
results  are  shown  below: 


Fiscal  Year 

Planned  Bal, 

ance 

Actual  Balance 

1992 

47,745 

22,543 

1993 

17,916 

11,355 

1994 

1,200 

- 

1995 

1,200 

- 

1996 

1,200 

- 

A  long  range  automation  plan  was  also  developed  in  1991  to  improve 
on  and  expand  the  automation  of  the  tax  accounting  functions.  The 
plan  had  over  20  separate  initiatives  of  varying  importance  and 
impact.  Resources  from  the  Special  Management  Improvement 
Initiative  were  used  to  supplement  existing  staff  resources  to 
accelerate  work  on  these  initiatives.  Ten  projects  have  been 
completed  and  two  projects  have  been  partially  completed.  These 
projects  have  contributed  to  the  backlog  reduction,  made  certain 
processes  paperless,  and  allowed  us  to  give  better  service  while 
absorbing  a  six  percent  reduction  in  the  regular  staffing  level. 

STAFFING 

Mr.  Natcher:  How  much  would  it  cost  above  the  request  to 
fully  fund  the  staffing  level  up  to  the  ceiling? 

Mr.  Bower:  In  fiscal  year  1995,  the  Railroad  Retirement 
Board's  staff  ceiling,  excluding  the  Office  of  Inspector  General, 
will  be  1,618  --  excluding  44  FTE's  reimbursed  by  the  Health  Care 
Financing  Administration  (HCFA).  This  total  is  based  on  the  FTE 
ceiling  established  under  Executive  Order  12839  and  OMB's  guidance 
on  streamlining,  M-94-1.  Current  projections  show  that  our 
expected  funding  in  fiscal  year  1995  will  be  sufficient  to  fund 
only  1,500  FTE's  (excluding  44  FTE's  reimbursed  by  HCFA)  -- 
118  FTE's  less  than  our  ceiling.  Fully  funding  our  staffing  level 
would  require  an  additional  $5.8  million. 

Mr.  Natcher:  Are  you  concerned  that  reductions  in  the  base 
staffing  levels  could  threaten  the  success  of  the  Special 
Management  Improvement  (SMIF)  initiative  as  it  approaches  its  final 
year? 
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MANAGEMENT  IMPROVEMENT  FUND 

Mr.  Natcher:  Mr.  Bower,  in  your  testimony  you  reported  on  the 
successes  achieved  through  the  Special  Management  Improvement 
Initiative.  In  addition  to  providing  better  service  to  the 
beneficiaries,  do  you  have  an  overall  estimate  of  how  much  the 
$14  million  investment  will  save  the  trust  funds? 

Mr.  Bower:  We  have  not  developed  detailed  estimates  of  the 
savings  to  the  trust  funds  from  all  of  the  Special  Management 
Improvement  projects.  But  we  can  tell  from  our  experience  in 
fiscal  years  1992  and  1993  that  the  long  term  savings  will  be  far 
greater  than  the  investment  for  these  projects. 

In  the  area  of  fraud  control,  for  example,  we  have  identified 
nearly  $2.4  million  in  potential  recoverables  from  our  State  wage 
matching  programs.  We  have  also  referred  potential  recoverables  of 
$3  million  to  our  Office  of  Inspector  General.  We  expect  that  these 
matching  programs  will  continue  to  be  effective  in  the  future,  not 
just  for  identifying  recoverable  amounts,  but  for  deterring 
attempts  to  defraud  the  benefit  programs. 

We  have  had  similar  results  with  our  debt  collection  initiatives. 
In  fiscal  years  1992  and  1993,  we  collected  over  $1.6  million  using 
debt  collection  methods  implemented  or  expanded  under  this  program, 
including  offsets  from  Federal  tax  refunds,  recoveries  through 
private  collection  agencies,  and  offsets  against  Federal  salaries 
and  pensions.  We  also  did  a  better  job  of  identifying  overpayments 
and  initiating  the  recovery  process.  In  fiscal  year  1992,  we 
established  new  receivables  totaling  $22.7  million  more  than  in 
1991,  and  in  fiscal  year  1993,  we  established  new  receivables 
totaling  $12.6  million  more  than  in  1992.  This  was  largely  due  to 
the  progress  we  made  in  reducing  the  backlogs  in  our  claims 
processing  operations.  By  keeping  our  claims  operations 
up-to-date,  we  hope  to  prevent  or  minimize  many  of  these 
overpayments  in  the  future. 

We  are  also  seeing  results  from  trust  fund  integrity  projects. 
Under  our  agreement  with  the  Office  of  Management  and  Budget,  we 
are  committed  to  completing  compensation  reconciliations  at  least 
1  year  before  the  statute  of  limitations  expires.  (These  involve 
comparing  compensation  reported  by  railroad  employers  to  the 
Railroad  Retirement  Board  for  benefit  calculation  purposes  with 
compensation  reported  to  the  Internal  Revenue  Service  for  tax 
purposes.)  We  have  now  completed  reconciliations  for  1990  and  1991 
data,  and  have  made  arrangements  with  the  Internal  Revenue  Service 
to  assess  additional  taxes  against  railroad  employers  as  a  result 
of  these  reconciliations.  We  also  estimate  that  due  to  completing 
these  reconciliations  earlier,  the  trust  funds  are  earning  an   » 
additional  $50,000  annually  in  interest  income. 

Mr.  Natcher:  What  are  the  performance  goals  you  are  using  to 
measure  the  success  of  the  tax  accounting  activity  under  the 
Special  Management  Improvement  Initiative? 
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Mr.  Bower:  The  Railroad  Retirement  Board's  staffing  level  is 
expected  to  decline  from  1,654  FTE's  utilized  for  both  regular 
operations  and  SMIF  activities  in  fiscal  year  1993  to  a  projected 
FTE  level  of  1,500  FTE's  in  fiscal  year  1995.  As  long  as  we  are 
not  required  to  absorb  any  further  reductions,  we  believe  we  can 
meet  all  of  the  SMIF  objectives.  However,  further  reductions  to 
the  fiscal  year  1995  staffing  level  of  1,500  FTE's  could  adversely 
affect  our  ability  to  meet  the  objectives  of  the  plan.  (FTE  totals 
exclude  44  FTE's  reimbursed  by  the  Health  Care  Financing 
Administration). 

LEGISLATIVE  PROPOSALS 

Mr.  Natcher:  The  Committee  would  like  to  see  the  Board's  two 
main  administrative  accounts  merged  into  a  single  limitation 
account,  similar  to  the  way  Social  Security  is  handled.  Has  the 
Board  been  interested  in  pursuing  this  proposal  with  the 
authorizing  committees? 

Mr.  Bower:  The  RRB's  fiscal  year  1995  budget  submission, 
dated  August  31,  1993,  included  a  legislative  initiative  to 
authorize  the  pooling  of  funds  from  the  various  trust  funds 
established  under  both  the  Railroad  Retirement  Act  and  the  Railroad 
Unemployment  Insurance  Act  into  a  single  administrative  account  for 
the  payment  of  administrative  expenses.  In  order  to  assure  that 
the  various  trust  fund  accounts  bear  their  appropriate  share  of 
administrative  costs,  the  RRB  would  determine  the  appropriate  costs 
to  each  account  and  certify  to  the  Secretary  of  the  Treasury  the 
amounts  to  be  transferred  among  the  accounts. 

This  proposal  is  patterned  after  provisions  in  the  Social  Security 
Act.  We  believe  it  would  simplify  the  preparation  and  presentation 
of  the  RRB's  budget  submission  and  the  Congressional  justification 
document  and  provide  the  agency  with  the  added  flexibility  of  being 
able  to  adjust  to  changing  workloads  and  conditions.  The  proposal 
would  also  streamline  financial  management  aspects  of  administering 
the  programs  and  obviate  the  need  to  seek  changes  in  appropriated 
amounts.  We  estimate  the  proposal  would  save  us  about  $25,000 
annually  and  not  have  a  negative  impact  on  beneficiaries  or 
taxpayers. 

Because  this  initiative  is  important  to  the  RRB,  we  have  been 
actively  working  with  0MB  over  the  last  few  years  to  resolve  all 
the  issues  associated  with  its  final  approval  and  implementation. 
Currently,  we  are  preparing  draft  legislative  language  on  the 
single  administrative  account  proposal  to  be  forwarded  to  0MB  for 
approval  and  possible  submission  to  the  Congress  later  this  year. 

EMPLOYER  AUDITS 

Mr.  Natcher:  As  a  result  of  a  court  decision  barring  the 
Inspector  General  from  performing  employer  audits,  this  Committee 
in  1993  provided  $1  million  and  14  FTE's  to  establish  an  Employer 
Audit  program  at  the  Board.  Halfway  through  last  year  you  reported 
that  none  of  these  positions  had  yet  been  filled.  What  is  the 
status  of  this  program  now  and  how  many  of  the  audit  positions  have 
been  filled? 
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Mr.  Bower:  The  audit  and  compliance  division  commenced 
operations  in  April  1993.  The  division  is  presently  staffed  with 
12  FTE's  (10  of  which  were  funded  in  fiscal  year  1993  by  the 
$1  million  in  audit  funds  and  2  which  were  transferred  from  our 
Bureau  of  Research  and  Employment  Accounts).  Also,  an  additional 
FTE  is  being  used  to  provide  legal  advice  on  audit  and  coverage 
matters,  and  3  FTE's  are  being  used  to  provide  educational  services 
to  employers  on  compensation  reporting. 

As  of  March  23,  1994,  the  division  had  completed  financial  audits 
for  five  railroads  and  one  railway  labor  organization.  In 
addition,  the  division  had  completed  coverage  audits  for  one 
employer  and  two  employees.  Seventeen  audits  are  in  process. 

Mr.  Natcher:  Is  the  Inspector  General  permanently  precluded 
from  performing  employer  audits  and  if  so,  will  the  Board  assume 
these  employer  audit  functions  permanently? 

Mr.  Bower:  In  the  Burlington  Northern  court  decision,  the  5th 
circuit  court  refused  enforcement  of  the  Inspector  General  subpoena 
but  limited  the  breadth  of  the  opinion  to  the  facts  of  the 
particular  case.  The  court  did  recognize  that  there  would  be  some 
circumstances  where  the  Inspector  General  could  audit  railroad's 
compensation  reporting.  The  court  also  acknowledged  the  authority 
of  the  RRB  to  conduct  compliance  audits  of  compensation  reporting 
by  railroad  employers.  As  you  are  aware,  the  RRB  was  provided 
funding  in  fiscal  year  1993  to  establish  the  Audit  and  Compliance 
Division.  The  RRB  considers  the  audit  and  compliance  function  to 
be  a  permanent  responsibility. 

BUDGET  REQUEST 

Mr.  Natcher:  Your  FY  1995  budget  request  assumes  certain 
savings  in  rental  costs  as  a  result  of  closing  down  your  Midway 
business  center.  If  the  Board  does  not  approve  this  move,  how 
would  you  fund  the  higher  rent  at  the  existing  location? 

Mr.  Bower:  Closing  of  the  Midway  Business  Center  will  likely 
save  the  Railroad  Retirement  Board  more  than  $535,000  in  annual 
rental  costs.  If  these  savings  are  not  realized  during  fiscal  year 
1995,  we  will  have  to  reduce  our  staffing  level  by  about  11  FTE's. 
If  the  move  in  whole  or  in  part  is  made  during  fiscal  year  1995, 
the  savings  will  be  reduced  and  our  staffing  level  would  have  to  be 
adjusted  accordingly. 

Mr.  Natcher:  For  1995,  you  have  requested  an  equipment  budget 
of  $445,000.  What  will  you  spend  this  money  on  in  1995  and  how 
does  this  compare  with  your  needs  for  new  equipment? 

Mr.  Bower:  In  our  fiscal  year  1995  budget,  we  requested 
$445,000  for  equipment.  The  majority  of  these  funds,  approximately 
$285,000,  was  requested  for  replacement  of  our  mainframe  non-impact 
high  speed  printer.  The  limited  remaining  funds  will  be  spent  on 
desk-top  computing  and  completion  or  expansion  of  Local  Area 
Networks  (LANs). 
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If  additional  funds  were  made  available,  they  would  be  spent  on 
installation  of  an  agencywide  Local  Area  Network  Backbone  to  allow 
all  the  LANs  in  the  agency  to  communicate  with  one  another  and  the 
mainframe  computer  and  would  provide  a  cost  effective  centralized 
back-up  of  PC  and  LAN  data  on  the  mainframe. 

PAY  INCREASES 

Mr.  Natcher:  What  was  the  amount  of  the  locality  pay  increase 
that  went  into  effect  of  January  1,  1994  and  how  are  you  absorbing 
this  unbudgeted  cost  in  1994? 

Mr.  Bower:  It  is  estimated  that  locality  pay  will  likely  cost 
the  Railroad  Retirement  Board  (excluding  the  Office  of  Inspector 
General)  approximately  $2,000,000  in  fiscal  year  1994.  Absorbing 
this  amount  within  our  appropriation  required  us  to  reduce  our  FTE 
level  for  regular  operations  from  1,528  to  1,496  FTE's  (excluding 
44  FTE's  reimbursed  by  the  Health  Care  Financing  Administration), 
lower  the  staffing  level  for  Special  Management  Improvement  Fund 
activities  from  79  to  72  FTE's,  and  reduce  by  $600,000  funding  for 
areas  such  as  contractual  services,  equipment,  supplies,  and 
overtime. 

Mr.  Natcher:  What  are  your  plans  to  restore  these  funds  in 
1995? 

Mr.  Bower:  We  will  not  be  able  to  restore  these  funds  because 
next  year's  budget  will  require  further  FTE  reductions  and 
constraints  on  all  other  budget  categories.  The  President's  fiscal 
year  1995  budget  includes  funding  of  about  $1.4  million  for  the 
anticipated  locality  pay  increase  effective  January  1995.  We 
believe  this  amount  will  be  sufficient  to  cover  locality  pay  for 
1,500  FTE's  (includes  1,469  FTE's  for  regular  operations  and 
31  FTE's  for  Special  Management  Improvement  Fund  activities  and 
excludes  44  FTE's  reimbursed  by  the  Health  Care  Financing 
Administration)  in  fiscal  year  1995. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a 
January  1995  pay  raise  and  what  percentage  increase  is  this  based 
upon? 

Mr.  Bower:  Our  fiscal  year  1995  budget  request  includes  about 
$850,000  for  salary  and  benefits  associated  with  a  cost-of-living 
increase  of  1.6  percent. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a 
January  1995  locality  pay  increase  and  what  percentage  increase  is 
this  based  upon? 

Mr.  Bower:  Our  fiscal  year  1995  budget  request  includes  about 
$1.4  million  for  salary  and  benefits  associated  with  a  locality  pay 
increase  of  2.0  percent. 

MEDICARE 

Mr.  Natcher:  0MB  has  estimated  that  transferring 
administrative  responsibility  for  Medicare  part  B  for  rail  workers 
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to  HCFA  would  save  $25  million.  Where  would  the  savings  come  from, 
since  HCFA  would  be  assuming  all  the  activities  previously 
performed  by  the  Board? 

Mr.  Bower:  As  you  know,  in  fiscal  year  1992,  the  RRB 
competitively  bid  our  Medicare  contract  for  the  first  time  in 
26  years.  Travelers  Insurance  Company  which  had  our  Medicare  Part  B 
contract  for  the  prior  26  years  was  awarded  the  new  contract,  but 
at  terms  more  advantageous  to  the  Government.  The  new  contract 
became  effective  October  1,  1992,  and  contains  renewal  options  for 
5  years.  The  current  operational  period  of  the  contract  is 
October  1,  1993  through  September  30,  1994. 

The  current  contractual  arrangement  has  proven  quite  satisfactory 
in  that  it  has  allowed  the  RRB  to  provide  expanded  service  to 
beneficiaries  at  a  reduced  cost.  The  contract  calls  for  the 
carrier  to  maintain  a  claims  processing  accuracy  rate  of 
98.9  percent  and  to  greatly  expand  the  number  of  facilities  to 
handle  walk-in  inquiries  and  problems  for  RRB  beneficiaries.  At 
the  same  time,  the  carrier  is  required  to  devote  more  resources  to 
identifying  Medicare  fraud.  Also,  the  bidding  process  eliminated  a 
provision  for  termination  costs  in  the  previous  contract  that  was 
disadvantageous  to  the  Government. 

After  the  successful  use  of  competitive  bidding  for  our  Medicare 
contract,  the  National  Performance  Review  (NPR)  has  called  on  HCFA 
to  competitively  bid  its  contracts  in  the  future.  The  NPR  also 
calls  for  transferring  the  RRB's  authority  to  contract  with  a 
separate  carrier  to  HCFA.  Similarly,  H.R.  3400  proposed  the 
elimination  of  a  separate  carrier  for  the  RRB.  This  provision  was 
stricken  from  the  bill  and  replaced  by  a  directive  for  the 
Secretary  of  Health  and  Human  Services  to  conduct  a  study  on  the 
desirability  and  feasibility  of  carrying  out  the  program. 

Since  most  of  the  studies  on  this  issue  are  quite  stale,  we  would 
suggest  awaiting  the  results  of  the  study  before  taking  action.  We 
have  not  examined  the  basis  or  methodology  used  to  arrive  at  the 
estimated  cost  savings  of  $25  million. 
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GOVERNMENT  PERFORMANCE  AND  RESULTS  ACT 

Mr.  Porter:  The  Performance  in  Government  Act  requires  that 
government  managers  be  held  more  accountable  for  their  performance. 
What  reforms  have  you  instituted  to  carry  out  the  letter  and  spirit 
of  the  law?  Specifically,  have  you  incorporated  greater 
accountability  into  your  reengineering  efforts,  and  have  these 
changes  been  reflected  in  the  performance  measurements  prescribed 
for  the  RRB  staff? 

Mr.  Bower:  We  have  taken  a  number  of  steps  to  implement  the 
Government  Performance  and  Results  Act  of  1993  (GPRA). 

Last  November,  we  nominated  our  survivor  claims  processing  system 
as  a  pilot  project  under  the  GPRA.  As  we  explained  in  our 
nomination,  we  are  currently  developing  system  improvements 
designed  to  automate  many  survivor  claims  processing  operations  now 
done  manually.  During  the  GPRA  pilot  project,  we  plan  to  measure 
survivor  benefit  payment  performance,  comparing  performance 
statistics  from  the  existing  manual  system,  to  the  new  partially- 
automated,  on-line  processing  system.  In  January  1994,  this 
project  was  selected  as  1  of  53  pilot  projects  in  21  departments 
and  agencies  for  performance  plans  and  program  performance  reports. 

In  addition,  we  have  developed  performance  indicator  information 
which  will  be  included  in  the  narrative  for  our  fiscal  year  1993 
financial  statements,  and  we  have  initiated  efforts  to  update  the 
RRB's  strategic  plan  during  1995. 

For  the  last  few  years,  the  RRB  has  included  very  specific 
performance  objectives  in  its  senior  managers'  performance  plans, 
addressing  such  issues  as  production,  accuracy,  timeliness,  and 
significant  projects.  This  specificity  helps  ensure  accountability 
as  called  for  in  the  GPRA.  Increased  accountability  will  also  be 
one  aspect  addressed  as  part  of  our  reengineering  effort  which  we 
have  recently  initiated. 
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CLAIMS  PROCESSING  BACKLOG 

Mr.  Stokes:  What  management  improvement  initiatives  have  been 
institutionalized  to  further  reduce  and  help  to  prevent  the  claims 
processing  backlog? 

Mr.  Bower:  With  additional  resources  from  the  Special 
Management  Improvement  Fund,  the  RRB  has  already  achieved  dramatic 
reductions  in  eight  targeted  workloads  and  will  eliminate  the 
backlog  by  the  end  of  fiscal  year  1995.  In  order  that  backlogs  do 
not  reappear,  the  RRB  is  following  an  automation  plan  to  expand 
its  systems  to  reduce  manual  intervention  in  claims  application, 
calculation  and  payment  processes.  Annual  vulnerability 
assessments  for  all  agency  internal  control  activities  have  been 
implemented.  Program  integrity  efforts  have  been  enhanced  and 
refined  to  reduce  erroneous  payments.  In  addition,  through  the 
direct  involvement  of  the  three-member  Board  and  RRB  staff,  we  have 
initiated  a  major  effort  to  improve  coordination  with  other  Federal 
agencies  with  which  the  RRB  has  close  working  relationships.  This 
improved  coordination,  particularly  with  the  Social  Security 
Administration,  will  provide  for  faster  service  and  controlling 
overpayments. 

STOLEN  AND  FRAUDULENTLY  CASHED  CHECKS 

Mr.  Stokes:  With  respect  to  the  theft  and  fraudulent  cashing 
of  U.S.  Treasury  Checks,  what  is  the  estimated  cost  to  the  public 
regarding  this  problem  and  what  steps  are  being  taken  to  prevent 
this  problem? 

Mr.  Bower:  We  are  unable  to  determine  the  total  cost  that 
results  from  the  theft  and  fraudulent  cashing  of  RRB  Treasury 
checks  because  we  do  not  have  all  the  needed  information.  When  an 
annuitant  claims  non-receipt  of  a  check  and  the  check  has  already 
been  cashed,  the  annuitant  submits  a  claim  directly  to  the 
Treasury. 

If  an  annuitant  claims  non-receipt  of  a  check  and  the  check  has  not 
yet  been  cashed,  we  will  issue  a  second  check.  If  both  checks  are 
subsequently  cashed,  the  Treasury  charges  the  RRB  trust  funds  for 
the  first  check.  Our  accounts  receivable  system  shows  one  case  for 
$126  that  was  declared  uncollectible  in  fiscal  year  1993  that 
resulted  from  a  stolen  check.  Our  system  also  shows  35  cases  for 
$193,675  that  were  declared  uncollectible  in  fiscal  year  1993  that 
resulted  from  the  cashing  of  checks  issued  after  an  annuitant's 
death. 

One  of  the  steps  that  the  RRB  has  taken  to  prevent  U.S.  Treasury 
checks  from  being  stolen  or  fraudulently  endorsed  is  to  encourage 
annuitants  to  obtain  their  benefits  by  electronic  funds  transfer 
(EFT).  Currently,  54  percent  of  the  RRB's  retirement  and  survivor 
annuitants  receive  their  benefits  by  EFT.  In  addition,  each 
non-receipt  claim  is  acknowledged  with  a  letter  that  says  future 
problems  with  missing  or  stolen  checks  can  be  avoided  with  direct 
deposit. 
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On  March  2,  1994,  Treasury's  final  rule  on  31  CFR  Part  206  took 
effect  which  requires  that  "EFT  shall  be  presented  to  new 
beneficiaries  as  the  presumed  method  for  receiving  benefits." 
Consequently,  over  time,  the  percentage  of  annuitants  receiving 
benefits  by  check  will  decrease  and,  therefore,  reduce  the  amount 
of  loss  to  our  annuitants  and  trust  funds. 

HEALTH  CARE  REFORM 

Mr.  Stokes:  What  impact  is  Health  Care  Reform  expected  to 
have  on  the  Board's  operations? 

Mr.  Bower:  Based  on  our  analysis  of  proposed  Medicare  changes 
in  the  Administration's  bill  (HR  3600/S  1757),  it  appears  the 
Medicare  program  will  remain  a  viable  option  for  the  nation's 
elderly  and  disabled.  As  such,  RRB  would  continue  with  its 
administrative  responsibility  of  enrolling  qualified  railroad 
retirement  beneficiaries  into  the  Medicare  program,  collecting  the 
premiums  associated  with  those  enrollments  and  subsequently 
maintaining  the  Medicare  records  for  those  beneficiaries.  We  would 
also  continue  to  assist  in  claim  processing  resolution  and  respond 
to  any  inquiries  regarding  the  Medicare  program. 

The  Administration's  bill  (HR3600/S  1757)  has  several  sections  that 
may  affect  RRB's  Medicare  operations.  Listed  below  are  the 
sections  and  a  brief  description  of  the  impact  they  may  have  on 
RRB's  Medicare  operations. 

•  Section  2002  provides  for  regional  carriers  to  administer 
the  additional  coverage  of  outpatient  drugs.  It  would 
amend  Section  1842g  of  the  Social  Security  Act  (SS  Act)  to 
preclude  RRB's  carrier  from  performing  functions  related  to 
covered  outpatient  drugs. 

•  Section  4001  deals  with  optional  State  integration  of 
Medicare  beneficiaries  into  regional  alliance  plans  serving 
the  area  in  which  the  individuals  reside.  It  appears  that 
if  a  State  did  integrate  all  their  Medicare  beneficiaries 
into  a  regional  alliance  plan,  it  would  have  some  impact  on 
the  RRB.  However,  at  this  point,  we  are  unable  to 
determine  just  what  that  impact  would  be. 

•  Section  4033  on  Elimination  of  Complexities  Caused  by  Dual 
Funding  Sources  and  Rules  for  Payment  of  Claims  states  the 
Secretary  of  Health  and  Human  Services  shall  take  such 
steps  as  may  be  necessary  to  consolidate  the  administration 
(including  processing  systems)  of  Parts  A  and  B  of  the 
Medicare  program.  In  doing  so,  the  Secretary  would 
contract  with  a  single  entity  that  combines  intermediary 
and  carrier  functions  in  each  area  except  where  the 
Secretary  finds  that  special  regional  or  national  contracts 
are  appropriate.  Provisions  of  Sections  1816  and  1842  of 
the  SS  Act  are  superseded  to  the  extent  required  to  carry 
out  this  section.  (NOTE:  Under  current  law,  RRB's 
authority  to  select  a  carrier  for  RRB's  beneficiaries  is  in 
accordance  with  Section  1842g  of  the  SS  Act.) 


786 


Section  4131  would  make  the  Medicare  Secondary  Payer 
provisions  for  the  disabled  permanent. 

Section  4141  would  impact  on  the  calculation  of  the 
beneficiary's  monthly  premium  amount. 
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Mr.  Natcher:  What  is  the  extent  of  the  involvement  of  the 
staff  from  the  Inspector  General's  office  in  the  financial 
statements  audit  of  the  Board? 

Mr.  Sekerak:  The  Office  of  Inspector  General  is  devoting  the 
following  full-time  equivalent  positions  to  the  financial 
statement  audit: 

FY  1994:  9  FTEs 

(7  FTEs  for  the  1993  financial  statement  audit; 
2  FTEs  for  preliminary  1994  audit) 

FY  1995:  9  FTEs  for  1994  financial  statement  audit. 

If  additional  funding  is  not  received,  about  15  FTEs 
will  be  required  to  complete  the  FY  1995  financial 
statement  audit. 

Mr.  Natcher:  Are  you  planning  to  continue  to  audit  the 
Board's  financial  statements  in  1995  and  annually  thereafter? 

Mr.  Sekerak:  In  FY  1995,  the  Office  of  Inspector  General 
planned  to  allocate  9  FTEs  to  support  the  contractor  in 
performing  the  FY  1994  financial  statement  audit.  The 
President's  budget  did  not  include  funding  for  the  contractor  to 
assist  the  OIG  in  performing  the  FY  1995  financial  statement 
audit;  therefore,  about  15  FTEs  will  be  allocated  to  the  project 
to  complete  the  FY  1995  financial  statement  audit. 

The  FY  1996  budget  request  will  include  about  $200,000  to  secure 
contractor  assistance  in  performing  the  FY  1996  financial 
statement  audit. 

Mr.  Natcher:  How  much  would  it  cost  to  fund  an  audit  in  1995? 

Mr.  Sekerak:  The  Office  of  Inspector  General  will  require 
$157,000  to  exercise  the  option  on  the  current  contract  with 
Arthur  Andersen  and  Company  to  audit  the  FY  1995  financial 
statements. 
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Inspector  General 

Mr.  Natcher:  Mr.  Sekerak,  how  many  auditors  did  the  Inspector 
General  have  performing  employer  audits  prior  to  the  court 
decision? 

Mr.  Sekerak:  The  Office  of  Inspector  General  allocated  14 
auditors  to  the  performance  of  railroad  employer  audits. 

Mr.  Natcher:  Did  you  lose  that  number  of  FTEs  once  the  audit 
function  was  transferred  to  the  Board? 

Mr.  Sekerak:  Yes,  the  FTE  ceiling  for  the  Office  of  Inspector 
General  was  reduced  from  119  in  FY  1992  to  105  in  FY  1993. 

The  Railroad  Retirement  Board's  (RRB)  FY  1993  appropriation 
included  $1  million  to  fund  14  full-time  equivalent  staff  years 
to  be  used  only  to  conduct  audits  of  railroad  employers. 

The  President's  proposed  budget  for  the  Office  of  Inspector 
General  (OIG)  did  not  specify  the  funding  or  staffing  level 
included  for  railroad  audits.  The  President's  proposed  level 
included  an  increase  of  approximately  7  percent  over  the  OIG's  FY 
1992  appropriation.  Notes  which  accompanied  the  passback 
indicated  that  funding  was  provided  "to  continue  program  audits 
and  investigations  and  to  monitor  the  RRB's  progress  in  meeting 
improved  management  targets." 

The  House  Committee  on  Appropriations  proposed  reductions 
totaling  $1,356,000  in  the  OIG's  budget,  stating  in  its  report 
that  "The  1993  budget  proposes  a  reduction  of  $1,000,000  and  14 
FTEs  due  to  a  Federal  District  Court  decision  that  suspended  the 
authority  of  the  Inspector  General  to  conduct  audits  of  railroad 
employers."  The  Senate  Appropriations  Committee  subsequently 
proposed  restoration  of  the  House  funding  reduction.  The 
Committee's  report  did  not  include  an  explanation  for  restoring 
the  funding,  but  stated  that  "The  Committee  recommends  $6,900,000 
for  the  Office  of  Inspector  General.  This  is  the  same  as  the 
budget  request,  $505,000  more  than  fiscal  year  1992,  and 
$1,356,000  more  than  the  House  allowance." 

The  Senate  mark  was  then  used  as  the  basis  for  establishing  the 
OIG's  appropriated  funding  level.  After  application  of  an 
across-the-board  reduction  to  appropriations  included  in  the 
bill,  Public  Law  102-394  appropriated  a  total  of  $6,839,736  for 
the  OIG  in  FY  1993. 
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Mr.  Natcher:  If  not,  how  did  you  use  the  resources  that  were 
freed  up  as  a  result  of  the  loss  of  that  specific  audit  function? 

Mr.  Sekerak:  The  FTE  ceiling  for  the  Office  of  Inspector 
General  was  reduced  from  119  in  FY  1992  to  105  in  FY  1993. 

Mr.  Natcher:  What  are  your  top  audit  and  investigation 
priorities  for  1994  and  1995? 

Mr.  Sekerak:  The  audit  priorities  for  the  Office  of  Inspector 
General  are: 

Monitoring  the  RRB's  progress  in  implementing  its  agreement 
with  the  Office  of  Management  and  Budget 

Performing  the  financial  statement  audits 

Improving  RRB  oversight  of  its  trust  funds 

Ensuring  benefit  payment  accuracy 

Evaluating  the  RRB  debt  collection  programs 

Reviewing  the  Medicare  Part  B  program 

Evaluating  the  RRB's  management  and  internal  controls 

Reviewing  agency  information  systems 

Conducting  special  reviews 

The  investigative  priorities  are  to  investigate: 

Medicare  (health  care)  fraud 

Disability  fraud 

Retirement  fraud  (deceased  payee) 

Unemployment  and  sickness  insurance  fraud 

Employee  integrity 
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Mr.  Natcher:  Why  does  it  take  5  staff  at  the  Inspector 
General's  Office  to  monitor  the  72  FTEs  working  on  the  Special 
Management  Improvement  plan  in  1994? 

Mr.  Sekerak:  In  accordance  with  the  agreement,  the  Office  of 
Inspector  General  is  monitoring  the  RRB's  use  of  resources  and 
measuring  progress  in  making  specific  improvements  in 
performance.  This  has  required  a  commitment  of  resources  by  the 
OIG  to  successfully  evaluate  the  RRB's  operational  improvements. 

OIG  personnel  are  monitoring  activities  and  reporting 
semiannually  on  the  agency's  progress  in  making  management 
improvements  in  the  following  areas: 

•  Claims  processing  workload  backlogs 

•  Accuracy  in  processing  post-adjudicative  cases 

•  Workload  balances  in  areas  not  included  in  the  RRB/OMB 
Agreement,  such  as  reconsideration  cases,  overpayment 
options  cases,  and  hearings  and  appeals  cases) 

•  Debt  recovery 

•  Corrected  tax  statements 

The  OIG  is  also  monitoring  corrective  actions  for  99  additional 
Office  of  Management  and  Budget  recommendations  developed  during 
the  project  but  not  covered  by  the  Special  Management  Improvement 
Fund  Agreement. 

As  a  part  of  implementing  improvements,  the  agency  is  developing 
new  procedures  and  systems  to  prevent  future  backlogs.  The  OIG 
is  performing  reviews  of  activity  in  two  major  areas:  the  RRB's 
new  work  measurement  system  for  the  field  offices  and 
reconciliations  of  trust  funds. 
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Mr.  Natcher:  Please  provide  an  historical  table  showing 
staffing  levels  by  activity  at  the  Inspector  General's  Office  of 
Audit. 

Mr.  Sekerak:  The  staffing  levels  for  the  Office  of  Audit  are: 


Audit  Staff 

FY86 

FY87 

FY88 

FY89 

FY90 

FY91 

FY92 

FY93 

FY94 

Auditors 

8 

9 

21 

22 

31 

36 

38 

37 

33 

Computer  Specialists 

2 

2 

4 

4 

4 

4 

6 

4 

5 

Support  Staff 

0 

0 

3 

6 

6 

6 

6 

6 

6 

Total 

10 

11 

28 

32 

41 

46 

50 

47 

44 

Mr.  Natcher:  Please  provide  an  historical  table  showing 
staffing  levels  by  activity  at  the  Inspector  General's  Office  of 
Inspections. 

Mr.  Sekerak:  In  FY  1993,  the  Office  of  Inspector  General 
identified  about  20  specific  programs  or  activities  that  were  of 
major  concern  to  the  Board.  To  date,  the  office  has  completed  10 
special  reviews  of  these  program  areas,  and  has  subsequently 
identified  an  additional  11  reviews.  The  following  staff  time 
was  devoted  to  these  studies: 


FY  1993 


Staff  Days 


FY  1994 
(as  of  3/31/94) 
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184 


An  Office  of  Inspections  team  was  formed  from 
current  staff,  tasked  to  accomplish  certain  reviews, 
and  returned  to  previous  assignments  when  the 
reviews  were  completed. 
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Pay  Increases 

Mr.  Natcher:  What  was  the  amount  of  the  locality  pay  increase 
that  went  into  effect  on  January  1,  1994  and  how  are  you 
absorbing  this  unbudgeted  cost  in  1994? 

Mr.  Sekerak:  The  locality  pay  increase,  effective  January  1, 
1994,  totaled  as  follows: 

Salary       $120,000 
Benefits      $  31,000 

Total        $151,000 

These  additional  costs  are  being  covered  by  decreases 
in  amount  budgeted  for  travel,  training,  overtime, 
supplies  and  equipment. 

Mr.  Natcher:  What  are  your  plans  to  restore  these  funds  in 
1995? 

Mr.  Sekerak:  The  Office  of  Inspector  General  will  allocate 
funds  by  priority,  considering  budget  dictates. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a 
January  1995  pay  raise  and  what  percentage  increase  in  this  based 
upon? 

Mr.  Sekerak:  The  Office  of  Inspector  General  has  included  the 
following  funds  for  the  January  1995  pay  raise: 

Salary       $41,000 
Benefits      $12,000 

Total        $53,000 

This  figure  is  based  upon  a  1.6%  cost  of  living 
increase. 


793 


Mr.  Natcher:  How  much  is  included  in  your  budget  for  a 
January  1995  locality  pay  increase  and  what  percentage  increase 
is  this  based  upon? 

Mr.  Sekerak:  The  Office  of  Inspector  General  has  included  the 
following  funds  for  the  January  1995  locality  pay  increase: 

Salary        $  81,000 
Benefits      $  24.000 

Total        $105,000 

This  amount  is  based  upon  an  average  locality  pay 
increase  of  3.2%,  per  0MB  instruction. 


Mr.  Porter:  What  is  the  status  of  the  Inspector  General? 

Mr.  Sekerak:  The  Inspector  General,  William  J.  Doyle  III, 
will  retire  effective 
April  8,  1994. 
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RAILROAD  RETIREMENT  BOARD 

SUMMARY  OF  APPROPRIATION  ESTIMATES 
FOR  FISCAL  YEAR  1995 

Estimate Page 

Account FTE's       Amount         number 

Limitation  on 

Administration  1,182  a/  $  75,140,000  b/      19 

Limitation  on  Railroad 
Unemployment  Insurance 
Administration  Fund         287    $  17.320.000  c/      43 

Subtotal  1,469    $  92,460,000 

Special  Management 

Improvement  Fund         31    S  1.640.000  d/      63 

Total  1,500  e/  $  94,100,000 

Limitation  on  Review 

Activity  95    $  6,700,000  £/ 

Dual  Benefits  Payments 

Account  ---    $261,000,000  g/      81 

Federal  Payments  to  the 

Railroad  Retirement 

Accounts  ---    $    300,000  h/      89 

a/   Excludes  44  FTE's  to  perform  Medicare  activities  financed  by  the  Health 
Care  Financing  Administration  and  funding  associated  with  the  FTE's. 

b/   Includes  $200,000  statutory  reserve  that  is  to  be  used  only  to  the 
extent  necessary  to  process  workloads  not  anticipated  in  the  budget 
estimates  and  after  maximum  absorption  of  the  cost  of  such  workloads 
within  the  remainder  of  the  existing  limitation. 

c/   Proposed  appropriation  language  specifies  that  $17,320,000  shall  be 
apportioned  for  fiscal  year  1995  from  funds  credited  to  the  Railroad 
Unemployment  Insurance  Administration  Fund. 
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d/   Proposed  appropriation  language  specifies  that  a  Special  Management 
Improvement  Fund  of  $1,640,000  would  be  used  to  effect  management 
improvements  and  would  be  derived  from  the  Railroad  Retirement  and 
Railroad  Unemployment  Insurance  Accounts. 

e/   Although  the  President's  budget  proposes  a  staffing  level  of 

1,618  FTE's  (excluding  44  FTE's  financed  by  the  Health  Care  Financing 
Administration)  in  fiscal  year  1995,  the  total  of  1,500  FTE's  is  our 
estimate  of  what  can  be  funded. 

fj      This  limitation  is  for  the  Railroad  Retirement  Board's  Office  of 
Inspector  General.  It  is  described  in  a  separate  justification 
document. 

g/   The  appropriation  language  provides  for  $261,000,000  to  fund  vested 
dual  benefits  from  general  revenue  of  which  $19,000,000  is  expected 
from  income  taxes  on  vested  dual  benefits.  This  appropriation  amount 
is  without  margin  for  actuarial  uncertainties.  The  appropriation 
language  provides  for  a  2  percent  reserve  ($5,220,000)  on  top  of  the 
$261,000,000  appropriation  which  would  become  available  proportional  to 
the  amount  by  which  the  product  of  recipients  and  the  average  benefit 
received  exceeds  $261,000,000. 

h/   This  amount  reflects  our  latest  estimate  for  interest  related  to 

uncashed  railroad  retirement  checks  and  will  remain  available  through 
September  30,  1996. 
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AGENCY  OVERVIEW 


The  Railroad  Retirement  Board  (RRB)  1s  an  Independent  agency  In  the 
executive  branch  of  the  Federal  Government.  The  RRB's  primary  function  1s 
to  administer  comprehensive  retirement/survivor  and  unemployment/sickness 
Insurance  benefit  programs  for  the  nation's  railroad  workers  and  their 
families,  under  the  Railroad  Retirement  and  Railroad  Unemployment  Insurance 
Acts.  In  connection  with  the  retirement  program,  the  RRB  has  administrative 
responsibilities  under  the  Social  Security  Act  for  certain  benefit  payments 
and  railroad  workers'  Medicare  coverage.  It  also  assists  in  the 
administration  of  the  Internal  Revenue  Code.  In  past  years,  the  RRB  has 
also  been  involved  in  the  administration  of  employee  protection  measures 
provided  by  other  Federal  railroad  legislation. 

The  RRB  is  headed  by  three  Board  Members  appointed  by  the  President  of  the 
United  States  with  the  advice  and  consent  of  the  Senate.  By  law,  one  member 
is  appointed  upon  recommendations  made  by  railroad  labor  organizations  and 
one  upon  recommendations  of  railroad  employers.  The  third  member,  the 
Chairman,  represents  the  public  interest.  The  Board  Members'  terms  of 
office  are  5  years  and  expire  in  different  years.  The  President  also 
appoints  an  independent  statutory  Inspector  General  for  the  RRB  (outside  the 
administrative  control  of  the  Board  Members,  but  who  reports  directly  to  the 
Chairman)  who  is  to  prevent  and  detect  waste,  fraud,  and  abuse  in  RRB 
programs  and  operations.  Additional  information  on  the  Board  Members  is 
provided  on  page  9.  A  current  organization  chart  of  the  RRB  is  shown  on 
page  10. 

During  fiscal  year  1993,  the  RRB  paid  $7.9  billion  in  retirement  and 
survivor  benefits  and  $100  million  in  unemployment  and  sickness  insurance 
benefits.  At  the  end  of  the  fiscal  year,  there  were  834,000  beneficiaries 
receiving  retirement  and  survivor  benefits.  During  fiscal  year  1993,  almost 
20,000  railroad  workers  received  unemployment  insurance  benefits  and  almost 
22,000  received  sickness  insurance  benefits. 

Programs  Administered  by  the  RRB 

Railroad  Retirement  Act 

Under  the  Railroad  Retirement  Act,  the  RRB  makes  monthly  benefit  payments  to 
railroad  employees  with  at  least  10  years  of  service  who  retire  because  of 
age  or  disability,  to  eligible  spouses  of  such  employees,  and  to  survivors 
of  deceased  employees.  Total  and  permanent  disability  annuities  are  payable 
to  employees  unable  to  work  at  any  job,  and  occupational  disability 
annuities  are  payable  to  career  railroad  employees  unable  to  work  at  their 
regular  railroad  jobs.  Supplemental  annuities  are  payable  to  career 
railroad  employees  with  service  prior  to  October  1981.  There  are  also 
provisions  for  lump-sum  payments. 
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The  RRB  also  administers  certain  vested  dual  benefits  financed  by  annual 
appropriations  from  general  funds.  Of  the  834,000  beneficiaries  on  the 
rolls  at  September  30,  1993,  about  184,000  received  these  benefits. 

Railroad  Unemployment  Insurance  Act 

Under  the  Railroad  Unemployment  Insurance  Act,  the  RRB  pays  unemployment 
insurance  benefits  to  railroad  workers  who  are  unemployed  but  ready, 
willing,  and  able  to  work  and  sickness  insurance  benefits  to  railroad 
workers  who  are  unable  to  work  because  of  illness  or  injury.  The  RRB  also 
assists  unemployed  railroad  workers  in  securing  employment. 

Financing  of  Railroad  Retirement  Benefits 

The  primary  source  of  income  for  the  railroad  retirement/survivor  benefit 
program  is  payroll  taxes  paid  by  railroad  employers  and  their  employees.  By 
law,  railroad  retirement  taxes  are  coordinated  with  social  security  taxes. 
Employees  and  employers  pay  tier  I  taxes  at  the  same  rate  as  social  security 
taxes.  In  addition,  both  employees  and  employers  pay  tier  II  taxes,  which 
are  used  to  finance  railroad  retirement  benefit  payments  over  and  above 
social  security  benefit  levels. 

Other  sources  of  income  currently  include  Federal  income  taxes  on  certain 
railroad  retirement  annuities,  appropriations  from  general  funds  of  the 
Department  of  the  Treasury  (Treasury)  provided  to  phase-out  certain  vested 
dual  benefits,  interest  on  investments,  advances  from  the  financial 
interchange,  and  the  financial  interchange  with  the  social  security  trust 
funds.  The  financial  interchange  places  the  social  security  trust  funds  in 
the  same  position  they  would  be  in  if  railroad  service  were  covered  by  the 
social  security  program  instead  of  the  railroad  retirement  program.  In 
effect,  through  the  financial  interchange,  the  portion  of  railroad 
retirement  annuities  that  is  equivalent  to  social  security  benefits  is 
reinsured  through  the  social  security  system,  thereby  extending  social 
security  protection  to  railroad  workers. 

Funds  not  needed  immediately  for  benefit  payments  or  administrative  expenses 
are  invested  in  interest-bearing  securities.  The  Railroad  Retirement  Act 
restricts  investments  to  obligations  of,  or  obligations  guaranteed  as  to 
principal  and  interest  by,  the  U.S.  Government. 

In  October  1984,  the  regular  Railroad  Retirement  Account  was  divided  into 
two  accounts  with  the  establishment  of  the  Railroad  Social  Security 
Equivalent  Benefit  (SSEB)  Account.  The  SSEB  Account  is  charged  with 
railroad  retirement  benefit  payments  equivalent  to  social  security  benefits 
and  credited  with  taxes  and  transfers  associated  with  those  benefits.  The 
current  Railroad  Retirement  Account  provides  funding  for  benefits  in  excess 
of  social  security  levels. 
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Vested  dual  benefits  have  been  funded  by  annual  appropriations  from  general 
funds  of  the  Treasury  and  paid  from  a  separate  account,  the  Dual  Benefits 
Payments  Account.  Since  October  1,  1988,  revenue  from  income  taxes  on  these 
benefits  has  also  been  credited  to  the  Dual  Benefits  Payments  Account.  If 
the  appropriation  in  a  fiscal  year  does  not  cover  total  benefits,  individual 
payments  must  be  reduced  by  proration. 

The  RRB  also  pays  supplemental  annuity  benefits  from  the  Supplemental 
Annuity  Pension  Fund  to  retired  railroad  employees  at  age  60  with  30  years 
of  creditable  rail  service  or  at  age  65  with  25-29  years  of  creditable 
service.  It  is  financed  by  a  tax  paid  by  railroad  employers  based  on  the 
number  of  work  hours  for  which  they  pay  compensation. 

Amounts  needed  to  administer  these  programs  are  authorized  by  the  Congress 
in  annual  appropriation  acts.  In  addition,  the  Health  Care  Financing 
Administration  reimburses  the  RRB  for  the  administrative  costs  incurred  for 
certain  Medicare  activities.  In  fiscal  year  1995,  the  RRB  will  be 
reimbursed  an  estimated  $3,500,000  for  such  costs. 

Financing  of  Unemployment  and  Sickness  Insurance  Benefits 

The  railroad  unemployment  and  sickness  insurance  program  is  financed  by 
payroll  taxes  paid  by  railroad  employers.  The  Railroad  Unemployment 
Insurance  and  Retirement  Improvement  Act  of  1988  (Public  Law  100-647) 
amended  the  Railroad  Unemployment  Insurance  Act  to  provide  for  an 
experience-rated  employer  contribution  system  responsive  to  fluctuations  in 
railroad  employment  and  benefit  usage.  Experience  rating  was  implemented 
over  a  3-year  transition  period  which  began  in  calendar  year  1991.  Full 
experience  rating  began  in  1993. 

For  calendar  year  1994,  the  minimum  employer  contribution  rate  is 
0.65  percent  and  the  appropriate  rate  is  applied  to  the  first  $840  earned 
monthly  by  each  employee.  In  accordance  with  Public  Law  100-647,  the  wage 
base  is  indexed  each  year  to  approximately  two-thirds  of  the  growth  in 
average  national  wages.  An  employer's  overall  rate  under  the  system  cannot 
exceed  12  percent,  or  12.5  percent  if  the  maximum  surcharge  described  below 
is  in  effect.  These  rates  include  a  component  to  cover  costs  shared  by  all 
employers  and  0.65  percent  of  the  employers'  taxable  payroll  permanently 
appropriated  to  the  RRB  for  administrative  expenses.  In  addition,  a 
surcharge  will  be  added  to  employers'  unemployment  contributions  for  a 
calendar  year  whenever  the  balance  in  the  Railroad  Unemployment  Insurance 
Account  on  the  previous  June  30  is  less  than  a  certain  amount.  Depending  on 
the  account  balance,  the  surcharge  rate  may  be  0,  1.5,  2.5,  or  3.5  percent 
of  the  wage  base. 

Since  1986,  covered  railroads  have  also  paid  a  tax  designed  to  repay 
Railroad  Unemployment  Insurance  Account  loans  from  the  Railroad  Retirement 
Account.  Public  Law  100-647  fixed  the  tax  rate  at  4  percent  starting  in 
January  1989,  and  instituted  the  use  of  the  same  indexed  compensation  base 
as  used  to  determine  unemployment  and  sickness  insurance  contributions. 
This  repayment  tax  remained  in  effect  until  the  debt  to  the  Railroad 
Retirement  Account  was  repaid  with  interest. 
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On  June  28,  1993,  the  Board  Members  determined  that  the  balance  to  the 
credit  of  the  Railroad  Unemployment  Insurance  Account  was  sufficient  to 
fully  repay  the  outstanding  balance  of  the  loan  due  the  Railroad  Retirement 
Act.  Accordingly,  the  RRB  directed  the  Secretary  of  the  Treasury  to 
transfer  over  $180  million  from  the  Railroad  Unemployment  Insurance  Account 
to  the  Railroad  Retirement  Account.  This  transfer  was  made  on  June  29, 
1993.  The  transfer  completely  liquidated  the  debt  due  from  the  Railroad 
Unemployment  Insurance  Account  to  the  Railroad  Retirement  Account 
attributable  to  loans  prior  to  October  1,  1985. 


Description  of  Appropriation  Requests 

Limitation  on  Administration 

This  appropriation  request  is  for  funds  to  administer  the  retirement/ 
survivor  benefit  program  provided  for  railroad  workers  and  members  of  their 
families  under  the  Railroad  Retirement  Act.  Amounts  needed  for  this 
administrative  limitation  are  derived  from  the  railroad  retirement  trust 
funds. 


Limitation  on  Railroad  Unemployment  Insurance  Administration  Fund 

Funds  from  the  Railroad  Unemployment  Insurance  Administration  Fund  are  used 
for  expenses  to  administer  the  railroad  unemployment  and  sickness  insurance 
system.  They  are  permanently  appropriated  for  this  purpose.  The  Railroad 
Unemployment  Insurance  Act  also  provides  authority  for  appropriating  (by 
transfer)  additional  amounts  from  the  Railroad  Unemployment  Insurance 
Account  to  the  Railroad  Unemployment  Insurance  Administration  Fund  when,  for 
example,  forecasted  contributions  to  this  fund  are  expected  to  be  less  than 
the  requested  amount  of  obligation  authority. 

Special  Management  Improvement  Fund 

This  account  provides  funds  to  carry  out  specified  program  improvement 
activities  as  agreed  upon  by  the  Office  of  Management  and  Budget  and  the 
RRB.  The  amount  appropriated  will  be  derived  from  the  railroad  retirement 
trust  funds  and  the  Railroad  Unemployment  Insurance  Account. 
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Limitation  on  Review  Activity 

This  appropriation  request,  which  is  described  in  a  separate  justification 
document,  is  for  the  Office  of  Inspector  General.  The  1988  amendments  to 
the  Inspector  General  Act  of  1978  (Public  Law  100-504)  included  the  RRB  as 
an  "establishment"  covered  by  the  Inspector  General  Act  and  specified  the 
Chairman  of  the  RRB  as  the  head  of  the  establishment  for  purposes  of  the 
act.  Previously,  the  Railroad  Retirement  Solvency  Act  of  1983  had  amended 
the  Railroad  Retirement  Act  of  1974  to  provide  for  an  Office  of  Inspector 
General  at  the  RRB. 

Dual  Benefits  Payments  Account 

Section  15(d)(1)  of  the  Railroad  Retirement  Act  provides  for  a  Dual  Benefits 
Payments  Account  which  is  separate  from  other  railroad  retirement  accounts. 
Amounts  in  this  account  are  for  payment  of  the  vested  dual  benefit  portions 
of  railroad  retirement  annuities.  Under  current  law,  these  benefits  are 
funded  by  appropriations  from  general  revenues  and  income  taxes  on  vested 
dual  benefits. 

Under  laws  in  effect  prior  to  1975,  a  worker  engaging  in  covered  employment 
under  both  the  Railroad  Retirement  Act  and  Social  Security  Act  could,  under 
certain  conditions,  receive  benefits  separately  under  both  acts.  Because  of 
the  weighted  nature  of  the  social  security  benefit  formula,  such  "dual 
beneficiaries"  generally  received  more  in  total  benefits  than  if  all  their 
work  had  been  covered  under  either  social  security  or  railroad  retirement. 
The  dual  benefits  were  a  cost  to  the  railroad  retirement  system  because  they 
reduced  the  system's  income  from  the  financial  interchange  with  the  social 
security  system.  By  the  mid-1970's,  the  costs  to  the  railroad  retirement 
system  of  these  benefits  exceeded  $450  million  a  year  and  could  have 
bankrupted  the  system  if  allowed  to  continue. 

The  Railroad  Retirement  Act  of  1974  phased  out  future  dual  benefits  by 
revising  the  benefit  formulas  and  coordinating  payments  to  eliminate 
duplications.  It  also  authorized  general  fund  appropriations  to  provide  a 
vested  dual  benefit  amount  to  protect  annuitants  who  were  qualified  for 
benefits  under  both  programs  before  1975  and  met  certain  other  requirements. 

In  1981,  the  Congress  provided  a  separate  Dual  Benefits  Payments  Account  for 
funding  these  benefits  and  limited  benefits  in  any  year  to  the  funds  in  the 
separate  account. 

Federal  Payments  to  the  Railroad  Retirement  Accounts 

This  account  was  established  in  conjunction  with  the  implementation  of  the 
Railroad  Retirement  Solvency  Act  of  1983.  Section  417  of  the  act  amended 
the  Railroad  Retirement  Act  to  provide  for  the  reimbursement  of  unnegotiated 
benefit  checks  to  the  extent  that  such  reimbursements  are  provided  for,  in 
advance,  in  appropriation  acts.  This  account  is  the  vehicle  through  which 
such  appropriations  are  made. 
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Beginning  in  fiscal  year  1991,  the  RRB  no  longer  received  credit  to  this 
account  for  the  principal  amount  of  uncashed  railroad  retirement  checks. 
Under  provisions  of  the  Competitive  Equality  Banking  Act  of  1987,  funds  for 
the  principal  amount  of  uncashed  checks  are  appropriated  to  the  Treasury  and 
then  transferred  directly  to  the  appropriate  RRB  accounts.  As  a  result,  in 
fiscal  year  1991,  the  RRB  began  receiving  credits  to  this  account  for  only 
the  interest  portion  of  the  uncashed  check  transfers.  This  account  also 
acts  as  a  conduit  for  transferring  revenues  to  the  other  railroad  retirement 
accounts. 
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The  Board  Men^r* 


Incumbent's  name/ 
Position  mtlo) 

Glen  L.  Bower 
Member  of  Board 
(Chairman) 


Jerome  F.  Kever 
Member  of  Board 
(Management  Member) 


Virgil  M.  Speakman,  Jr. 
Member  of  Board 
(Labor  Member) 


Term 
expiration 
date 


08-28-97 


RRB  compensation 
fiscal  year  1993 


$117,552  by 


Professional 
affiliations 

American  Bar  Association 

American  Bar  Foundation 

Illinois  State  Bar  Association 

Illinois  Bar  Foundation 

Chicago  Bar  Association 

Federal  Bar  Association 

Liaison  Member  Administrative 
Conference  of  the  United  States 


08-28-93  a/ 


$110,478  b/ 


08-28-94 


$110,478  by 


Institute  of  Certified  Public 
Accountants 

Institute  of  Internal  Auditors 

Brotherhood  of  Railroad 
Signalmen 

Federal  Managers'  Association 

American  Federation  of 
Government  Employees 

^  tp™^  Iffl   °f  the  "»11r»a?,R««"*«nt  Act  states  that  "Upon  the  expiration  of  his 
shaTl  h,S [  JSal1fiS??r      C°ntinUe  l°  "^  Unti1  MS  successor  is   pointed  and 

W    ?ha?L«nUa^«9?nA  a2nUa1  comPe"sat1o"  for  the  Board  Members  is  as  follows: 
Chairman  -  $123,100;  Management  Member  -  $115,700;  Labor  Member  -  $115,700. 
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Consolidated  Schedule 

Staffing  History 

Full-time  Equivalent  Employment 


Fiscal 
year 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 


Actual  FTE's 
used    a/ 

1,538 

1,540 

1,509 

1,521 

1,556 

1,581 

1,611 

1,650  b/ 

1,654  b/ 

1,568  b/  c/ 

1,500  b/  c/ 

a/  Excludes  FTE's  reimbursed  by  the  Health  Care  Financing  Administration  and 
staffing  for  the  Office  of  Inspector  General. 

b/  Includes  the  following  FTE's  funded  by  the  Special  Management  Improvement 
Fund:  66  in  1992,  80  in  1993,  72  in  1994,  and  31  in  1995. 

c/  Reflects  estimated  FTE's  to  be  used. 
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Funding  for  Major  Contracts 


All  contracts  $10,000  and  over  that  are  planned  for  fiscal  year  1995  are  shown 
below. 


1995  estimated  program  funding  (S) 


Title  and  description 


Data  processing 

Data  entry 
Contracted  keypunching  services. 

Computer  recovery  service 
Fee  for  backup  data  processing 
operations  in  the  event  of  an 
emergency  or  disaster. 

Automated  interface  with  Treasury       10,400 
Charges  for  using  the  automated 
interface  with  Treasury  to  transmit 
and  receive  financial  and 
accounting  information. 

Support  of  benefit  program  activities 

Medical  service  500,000 

Medical  evidence  reviews  concerning 
benefit  and  claim  matters; 
preparation  of  advisory  medical 
opinions;  incidental  assistance  to 
agency  employees. 

Administrative  law  judges  25,500 

Fee  for  contractual  agreement  with 
the  Interstate  Commerce  Commission 
to  hear  and  decide  certain  cases 
covered  by  the  Program  Fraud  Civil 
Remedies  Act. 

Transcription  services  23,000 

Transcripts  of  hearings  regarding 
appeal  cases  for  use  by  the  Board 
Members. 

Imaging  system 
Charges  for  making  enhancements  to 
existing  imaging  systems  being  used 
in  our  benefit  program  activities. 


Limitation 

on 

Administration 

Limitation 

on  RUI 

Administration 

Fund 

Total 

92,720 
91,200 

23,180 
22,800 

115,900 
114,000 

2,600 


4,500 


2,000 


20,000 


13,000 


500,000  a/ 


30,000 


25,000 


20,000  a/ 
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Funding  for  Ma.ior  Contracts  (continued) 


1995  estimated  program  funding  (S) 


Title  and  description 


Limitation 
on 

Administration 


Financial  management 


Financial /payroll /accounts  receivable 

improvements 
Charges  for  making  enhancements  to 
existing  automated  financial 
systems. 

Investment  consulting  services 
Expert  advice  to  be  provided  the 
agency  concerning  the  investment  of 
trust  fund  assets. 

Personnel  development,  evaluation, 
and  assistance 

Employee  assistance  program 
Professional  assistance  for 
employees  with  personal  problems 
that  adversely  affect  work 
performance. 

Use  of  training  programs 
Fee  for  use  of  audiovisual  and 
computer-based  training  materials. 

Building  services 


35,550 


20,000 


24,180 


12,000 


Limitation 

on  RUI 

Administration 

Fund 


9,450 


6,820 


3,000 


Total 


45,000  ay 


20,000  a/ 


31,000  a/ 


15,000 


Building  security 
Guard  service. 

180,000 

20,000 

200,000 

Building  repairs 
Cost  for  interior  and  exterior 
painting,  carpet  and  drapery 
replacement,  and  repairs  to 
building. 

69,750 

7,750 

77,500 

Subtotal,  Limitation  on 
Administration 

1.084.300 

Subtotal,  Limitation  on  Railroad 
Unemployment  Insurance 
Administration  Fund 

122.100 

Agency  program  total 

1.206.400 

a/  The  amounts  requested  are  for  advisory  and  assistance  services. 
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JUSTIFICATION  OF  ESTIMATES 
LIMITATION  ON  ADMINISTRATION 

Proposed  Appropriation  Language 

Limitation  on  Administration 

For  necessary  expenses  for  the  Railroad  Retirement  Board,  [$73,791,000] 
$75,140,000,   to  be  derived  from  the  railroad  retirement  accounts:  Provided, 
That  $200,000  of  the  foregoing  amount  shall  be  available  only  to  the  extent 
necessary  to  process  workloads  not  anticipated  in  the  budget  estimates  and 
after  maximum  absorption  of  the  costs  of  such  workloads  within  the  remainder 
of  the  existing  limitation  has  been  achieved:  Provided  further,   That 
notwithstanding  any  other  provision  of  law,  no  portion  of  this  limitation 
shall  be  available  for  payments  of  standard  level  user  charges  pursuant  to 
section  210(j)  of  the  Federal  Property  and  Administrative  Services  Act  of 
1949,  as  amended  (40  U.S.C.  490(j);  45  U.S.C.  231-231u).  (Departments  of 
Labor,  Health  and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1994.) 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 


For  necessary  expenses  for  the 
Railroad  Retirement  Board, 
[$73,791,000]  $75,140,000,   to  be 
derived  from  the  railroad 
retirement  accounts:  Provided, 
That  $200,000  of  the  foregoing 
amount  shall  be  available  only  to 
the  extent  necessary  to  process 
workloads  not  anticipated  in  the 
budget  estimates  and  after  maximum 
absorption  of  the  costs  of  such 
workloads  within  the  remainder  of 
the  existing  limitation  has  been 
achieved:... 


Explanation 


This  budget  request  is  for  funds  to 
administer  the  railroad 
retirement/survivor  benefit 
programs  provided  under  the 
Railroad  Retirement  Act.  These 
funds  are  to  be  derived  from 
amounts  in  the  Railroad  Retirement, 
the  Social  Security  Equivalent 
Benefit,  and  the  Railroad 
Retirement  Supplemental  Accounts. 
The  language  limits  the  use  of  the 
appropriation  as  described. 


...Provided  further,   That 
notwithstanding  any  other 
provision  of  law,  no  portion  of 
this  limitation  shall  be  available 
for  payments  of  standard  level 
user  charges  pursuant  to  section 
210(j)  of  the  Federal  Property  and 
Administrative  Services  Act  of 
1949,  as  amended  (40  U.S.C. 
490(j);  45  U.S.C.  231-231u). 


As  a  trust  fund  agency,  the  RRB 
pays  actual  costs  for  building 
space  rather  than  standard  level 
user  charges.  The  Congress  has,  on 
several  occasions,  expressed  its 
intention  that  trust  fund  agencies 
be  exempt  from  standard  level  user 
charges.  The  authority  for  the 
RRB's  exemption  has  in  recent  years 
been  included  in  the  appropriations 
bills  for  the  agency. 
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Authorizing  Legislation 

1224 1225 

Appropriation 
Legislation  Authorized   Appropriation    Authorized      request 

Railroad  Ret i resent  Act: 

Section  15(a)  and  Section  15(c)  --  first    Indefinite   173,791, 000     Indefinite    S  75, 140, 000 
two  sentence*  of  each  section  --  and 
Section  15  A(c)(1) 


Section  15(a): 


"The  Railroad  Retirement  Account  established  by  section  15(a)  of 
the  Railroad  Retirement  Act  of  1937  shall  continue  to  be 
maintained  in  the  Treasury  of  the  United  States.  There  is  hereby 
appropriated  to  such  Account  for  each  fiscal  year,  beginning  with 
the  fiscal  year  ending  June  30,  1975,  to  provide  for  the  payment 
of  benefits  to  be  made  from  such  Account  in  accordance  with  the 
provisions  of  section  7(c)(1)  of  this  Act,  and  to  provide  for 
expenses  necessary  for  the  Board  in  the  administration  of  all 
provisions  of  this  Act,  an  amount  equal  to  amounts  covered  into 
the  Treasury  (minus  refunds)  during  each  fiscal  year  under  the 
Railroad  Retirement  Tax  Act,  except  those  portions  of  the  amounts 
covered  into  the  Treasury  under  sections  3211(b),  3221(c),  and 
3221(d)  of  such  Tax  Act  as  are  necessary  to  provide  sufficient 
funds  to  meet  the  obligation  to  pay  supplemental  annuities  at  the 
level  provided  under  section  3(e)  of  this  Act  and,  with  respect  to 
those  entitled  to  supplemental  annuities  under  section  205(a)  of 
title  II  of  this  Act,  at  the  level  provided  under  section  205(a)." 


Section  15(c): 


"The  Railroad  Retirement  Supplemental  Account  established  by 
section  15(b)  of  the  Railroad  Retirement  Act  of  1937  shall 
continue  to  be  maintained  in  the  Treasury  of  the  United  States. 
There  is  hereby  appropriated  to  such  account  for  each  fiscal 
year,  beginning  with  the  fiscal  year  ending  June  30,  1975,  out 
of  any  moneys  in  the  Treasury  not  otherwise  appropriated,  to 
provide  for  the  payment  of  supplemental  annuities  under  section 
2(b)  of  this  Act,  and  to  provide  for  the  expenses  necessary  for 
the  Board  in  the  administration  of  the  payment  of  such 
supplemental  annuities,  an  amount  equal  to  such  portions  of  the 
amounts  covered  into  the  treasury  (minus  refunds)  during  each 
fiscal  year  under  section  3211(b),  3221(c),  and  3221(d)  of  the 
Railroad  Retirement  Tax  Act  as  are  not  appropriated  to  the 
Railroad  Retirement  Account  pursuant  to  the  provisions  of 
subsection  (a)  of  this  section." 
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Section  15  A(c)(l): 
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Limitation  on  Administration 
Amounts  Available  for  Obligation 

Fiscal  year    Fiscal  year    Fiscal  year 
1993  1994  1995 

actual       estimate      estimate 

Appropriation  $75,240,000  $73,791,000  $75,140,000 

Less: 

Section  511  reduction  602,000  a/  0  0 

Section  513  reduction  94.000  b/     0     0 

Subtotal,  adjusted 

appropriation  including 

statutory  reserve  $74,544,000    $73,791,000     $75,140,000 

Less: 

Statutory  reserve  198.000        200.000        200.000 

Subtotal,  adjusted 

appropriation  excluding 

statutory  reserve  $74,346,000    $73,591,000     $74,940,000 

Less: 

Unobligated  balance  733.000    0    0 

Total  direct  obligations  c/    $73.613.000 


a/   Section  511  of  Public  Law  102-394  established  an  across-the-bill  reduction  of 
.8  per  centum  to  the  amount  appropriated. 

b/   Section  513  of  Public  Law  102-394  restricted  obligations  and  expenditures  for 
consulting  services  to  no  more  than  "an  amount  equal  to  92  percent  of  the 
amount  estimated  to  be  obligated  and  expended. . .for  such  services  during  fiscal 
year  1993." 

c/   In  addition,  the  RRB  expects  to  be  reimbursed  $3.5  million  each  year  for  fiscal 
years  1993  through  1995  by  the  Health  Care  Financing  Administration  (HCFA)  to 
conduct  Medicare  activities.  The  final  reimbursement  amount  for  fiscal  year 
1993  was  still  pending  agreement  with  HCFA  as  of  the  date  of  this  document. 
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LIMITATION  ON  ADMINISTRATION 
Summary  of  Changes 


FY  1994  appropriation  (excluding  statutory  reserve) $73,591,000 

FY  1995  estimate  (excluding  statutory  reserve) $74,940,000 

Net  change $+1,349,000 


Increases: 


Built-in: 


3. 


Net  change  related  to  full-time  and  part- 
time  salaries:   loss  of  21  FTE's, 
-$860,000;  January  1995  pay  raise, 
+$554,000;  and  grade/step  increases, 
♦$941,000;  and  locality  pay  increases, 
♦930,000. 

Net  change  related  to  personnel  benefits: 
loss  of  21  FTE's,  -$181,000;  January  1995 
pay  raise  +*1 1 7,000;  grade/step  increases, 
♦$201,000;  and  changes  in  retirement  costs, 
♦$162,000;  and  locality  pay  increases, 
♦196,000. 

Increase  in  other  rent,  postage,  utilities, 
and  coonuni  cat  ions  costs. 


Subtotal,  built-in  increases 
Program: 
1.  Increase  in  equipment  costs. 
Total  increases 


1994  Current  (Base) 
Budget 
FTE's   authority  ($) 


Change  from  base 
Budget 
FTE's   authority($) 


1,203 


46,178,000 


-21     1,565,000 


9,491,000 

495,000 

3,262,000 

18.000 

$2,078,000 

354,000 

2.000 

$2,080,000 
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Decreases: 
A.  Built-in: 
1.  None 


1994  Current  (Base) 
FTE's   Author itv(») 


Change  from  Base 
E's    Author itv(t) 


B.  Program: 

1.  Reduction  in  other  compensation  (including 
overtime)  to  stay  within  funding 
constraints. 

2.  Reduction  in  benefits  to  former  employees. 

3.  Reduction  in  travel  and  transportation  of 
things. 

4.  Reduction  in  building  rent  due  to  closing 
off-site  warehouse  space. 

5.  Reduction  in  printing  and  reproduction 
costs. 

6.  Reduction  in  contractual  and  other 
services. 

7.  Reduction  in  supplies  and  materials. 


Subtotal,  program  decreases 
Total  decreases 
Nat  increase 


725,000 
122,000 

889,000 

4,574,000 

540,000 

6,267,000 
1,189,000 


-75,000 
-9,000 

-101,000 

-172,000 

-45,000 

-274,000 
■55.000 

-731,000 
-731,000 
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Appropriations  History  Table 
Limitation  on  Administration 


Year 

Budget  estimate 
to  the  Conaress 

House 
allowance 

Appropriation/ 
Senate      continuing 
allowance     resolution 

1985 

$55,422,000 

$55,422,000 

$55,962,000 

$55,422,000 

1986 

$55,295,000 

$55,422,000 

$56,501,000 

$55,422,000 

1987 

$55,614,000 

$56,634,000 

$58,877,000 

$58,520,000  a/ 

1988 

$55,389,000 

$60,434,000 

$60,434,000 

$57,860,000  b/ 

1989 

$58,012,000 

$59,312,000 

$60,350,000 

$59,626,000  c/ 

1990 

$60,550,000 

$63,900,000 

$67,451,000 

$63,032,200  d/ 

1991 

$72,200,000 

$73,125,000 

$70,200,000 

$69,936,000  e/ 

1992 

$74,037,000 

$74,037,000 

$72,554,000  i/ 

$72,287,000 

1993 

$76,911,000 

$75,201,000 

q/   $74,638,000  h/ 

$74,544,000  \J 

1994 

$73,791,000 

$73,791,000 

$73,791,000 

$73,791,000 

1995 

$75,140,000 

a/  The  amount  made  available  under  the  continuing  resolution  was  $57,756,000. 
Public  Law  100-71,  enacted  to  meet  additional  contribution  costs  under  the 
Federal  Employees  Retirement  System,  provided  an  additional  $764,000. 

b/  Represents  the  House  and  Senate  allowance  amount  of  $60,434,000  less  a 
4.26  percent  reduction  ($2,574,000)  called  for  in  the  full -year 
continuing  resolution  for  fiscal  year  1988  (Public  Law  100-202). 

c/  Represents  the  House  and  Senate  conference  allowance  of  $60,350,000 
less  a  1.2  percent  reduction  ($724,000)  mandated  by  the  fiscal  year 
1989  appropriations  act  (Public  Law  100-436). 

d/  Represents  the  amount  available  after  sequestration.  Public  Law 

101-166  appropriated  $63,900,000  for  fiscal  year  1990.  Of  this  amount 
$867,800  was  sequestered  in  accordance  with  Public  Law  101-239. 

e/  Represents  the  House  and  Senate  conference  allowance  of  $71,663,000  less  a 
2.41  percent  reduction  ($1,727,000)  called  for  by  the  fiscal  year  1991 
appropriations  act  (Public  Law  101-517). 

f/  Represents  the  Senate  allowance  of  $73,287,000  less  a  1  percent  reduction 
($733,000)  called  for  in  the  Senate  bill. 

g/  Represents  the  House  allowance  of  $75,240,000,  less  a  4  percent  reduction 
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($39,000)  in  travel  expenses  called  for  in  the  House  bill. 

h/  Represents  the  Senate  allowance  of  $75,240,000,  less  a  .8  percent  across- 
the-bill  reduction  of  $602,000. 

i/  Represents  a  final  allowance  of  $74,638,000,  less  an  8  percent  reduction 
($94,000)  in  the  amount  budgeted  for  consulting  services. 
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Justification  bv  Activity 


General 


1994 

1995 

estimate 

estimate 

31 

31 

319 

313 

593 

583 

27 

25 

230 

227 

3 

3 

The  appropriation  request  for  the  Limitation  on  Administration  is  for  funds  to 
administer  the  retirement/survivor  benefit  program  provided  by  the  Railroad 
Retirement  Act. 

For  fiscal  year  1994,  $73,791,000  was  made  available  by  the  Congress.  The 
President's  budget  for  fiscal  year  1995  requests  $75,140,000  or  an  increase  of 
$1,349,000. 

The  staff  year  requirements,  including  regular  and  temporary  staff  years,  for 
conducting  the  various  activities  related  to  the  railroad  retirement/survivor 
benefit  program  for  fiscal  years  1994  and  1995  are  summarized  below. 


1.  Maintenance  of  rail  earnings  accounts 

2.  Processing  applications 

3.  Maintenance  of  beneficiary  rolls 

4.  Medicare 

5.  Administration 

6.  Facility  management 
Total  (direct)  1.203        1.182 

The  RRB  is  headquartered  in  Chicago.  It  has  field  offices  located  throughout 
the  country  to  provide  in-person  service  to  railroad  workers  and  members  of 
their  families  in  applying  for  benefits. 

In  administering  this  program,  RRB  staff 

--  adjudicate  applications  for  benefits  under  the  Railroad  Retirement 
Act; 

--  process  benefits  under  the  Social  Security  Act  as  authorized  by  the 
Social  Security  Administration  (SSA); 

--  inform  railroad  workers  of  their  rights  and  responsibilities  under  the 
program; 

--  monitor  payments  to  ensure  that  they  are  proper; 

--  maintain  earnings  records  of  railroad  employees  in  order  to  determine 
whether  applicants  qualify  for  benefits; 

--  interpret  laws  and  comment  on  proposed  legislation; 

--  develop  policies  and  procedures  for  program  operations; 
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--  maintain  and  administer  taxation  program  operations; 

--  continuously  review  operations  to  identify  areas  where  improvements 
can  be  made;  and 

--  maintain  data  processing,  accounting,  financial,  and  personnel 
operations  to  support  program  activities. 

While  administering  the  ongoing  retirement/survivor  benefit  program,  the  RRB 
must  also  periodically  adjust  its  operations,  methods,  and  procedures  to 
implement  new  legislation  affecting  its  programs.  Examples  include  new  laws 
subjecting  railroad  retirement  benefits  to  income  taxes,  amendments  to 
railroad  retirement  and  social  security  benefit  provisions,  and  benefit  rate 
changes  required  by  budget  deficit  legislation  and  cost-of-living  adjustments. 

To  administer  the  retirement/survivor  benefit  program,  amounts  are  transferred 
from  the  Railroad  Retirement  Account,  the  Railroad  Social  Security  Equivalent 
Benefit  Account,  and  the  Supplemental  Annuity  Pension  Fund.  Specifics  on  the 
activities  involved  in  administering  this  program  are  described  below. 

Summary  Processing  Workload  Table 


Reactivated 


number  of 

New 

Fiscal  years 

annuitants 

acoli cat  ions 

1986 

947.266 

70,434 

1987 

934,506 

68,430 

1988 

919,115 

67,803 

1989 

908,219 

66,056 

1990 

894,196 

61,622 

1991 

880,426 

57,687 

1992 

862,904 

55,889 

1993 

843,204 

50,854 

1994 

(est) 

825,000 

51,000 

1995 

(est) 

805,000 

51,000 

54,778 

62,315 

55,768 

57,253 

52,486 

52,586 

58,089 

65,220 

67,000 

56,000 

a/  Includes  9,417  persons  eligible  at  retirement  and  1,780  persons  eligible  after  retirement. 
b/  Includes  7,061  persons  eligible  at  retirement  and  1,691  persons  eligible  after  retirement. 
c/  Includes  7,000  persons  eligible  at  retirement  and  2,000  persons  eligible  after  retirement 


Number  of 
Dayments 

Supplemental 

annuities 

awarded 

Social 

security 

awards 

12,346 

Medicare 
enrollments 

Not  available 

16,027 

9,422 

11,848,000 

15,126 

11,910 

12,034 

11,659,000 

13,626 

11,007 

9,619 

11,479,000 

13.315 

9,371 

8,247 

11,288,980 

11,390 

9,061 

7,706 

11,085,204 

11,086 

8,075 

8,977 

10,698,014 

11,197  a/ 

7,956 

8,337 

10,627,914 

8,752  b/ 

7,353 

7,815 

10,500,000 

9,000  c/ 

7,000 

7,000 

10,100,000 

9,000  c/ 

7,000 

7,000 
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Activity  1.   Maintenance  of  rail  earnings  accounts 

1994  Estimate  1995  Estimate         Change 

Staff  Staff  Staff 

years     Amount  (S)        years     Amountm        years     Amount  ($) 

31       2,926,000         31      2,984,000        ---        +58,000 

Service  performed  for  a  covered  employer  or  as  an  employee  representative  is 
creditable  towards  benefits  under  the  Railroad  Retirement  Act.  Covered 
employers  include  interstate  railroads  and  their  affiliates  engaged  in 
railroad-connected  operations,  as  well  as  employer  associations  and  national 
railroad  labor  organizations  and  their  subordinate  units.  In  some  cases, 
military  service  may  be  counted  as  railroad  service.  The  basic  requirement  for 
annuities  under  the  Railroad  Retirement  Act  is  120  months  (10  years)  of 
creditable  railroad  service.  Benefits  then  become  payable  if  certain  other 
requirements  are  met,  which  depend,  in  turn,  on  the  type  of  annuity  payable. 

In  order  to  determine  whether  applicants  are  entitled  to  annuities,  the  RRB 
maintains  a  record  of  all  covered  railroad  service  and  creditable  earnings 
after  1936.  The  information  is  recorded  under  the  employee's  social  security 
account  number  used  by  the  employer  to  report  service  and  compensation  to  the 
RRB.  The  RRB  also  has  some  records  of  service  prior  to  1937  as  recorded  by 
employers  because  such  service  is  also  counted  under  certain  conditions. 

Some  specific  tasks  involved  in  the  "maintenance  of  rail  earnings  accounts" 
activity  are 

--  maintaining  information  and  records,  such  as  records  of 
railroad  service  and  compensation,  in  order  to  determine 
whether  applicants  qualify  for  benefits; 

--  exchanging  information  with  other  Federal  agencies,  such  as 
SSA,  in  conjunction  with  benefit  computations; 

--  providing  appropriate  levels  of  service  to  railroad  workers 
and  employers;  and 

--  providing  a  process  to  resolve  disagreements  or  protests 
concerning  service  and  compensation  matters. 

In  1993,  the  workload  for  this  activity,  which  impacted  both  the  railroad 
retirement  and  the  railroad  unemployment  and  sickness  insurance  programs, 
included 

--  adjusting  323,000  accounts  to  credit  calendar  year  1992  rail- 
road service  and  compensation; 

--  adjusting  19,000  prior-year  records; 

--  adjusting  11,000  records  that  contained  erroneous  or  incon- 
sistent information; 


35 


832 


releasing  321,000  statements  of  service  and  compensation  to 
railroad  employees; 

responding  to  9,000  Inquiries  and  protests  concerning  the 
above  statements;  and 

responding  to  an  additional  4,500  Inquiries  from  employers 
concerning  coverage  matters  or  from  employees  concerning 
Individual  records. 

Activity  2.   Processing  applications 

Change 


1994  Estimate 

1995  Estimate 

Staff 

years     Amount (S) 

319      18,078,000 

Staff 

years     Amount m 

313      18,435,000 

Staff 
years 

-6 

AffloitnU?) 

+357,000 

This  activity  covers  work  involved  in  processing  applications  for  regular 
retirement,  survivor,  and  disability  benefits  and  applications  for  supplemental 
annuities,  as  well  as  initial  social  security  payments. 

Time  spent  in  the  field  offices  on  this  activity  include 

—  providing  benefit  estimates; 

--  assisting  persons  in  completing  their  applications; 

--  securing  necessary  proofs  of  age,  relationship,  military 
service,  or  medical  records; 

--  explaining  rights  and  obligations  to  applicants; 

--  explaining  various  reductions  that  could  be  made  in  the  regular 
annuity  if  there  is  subsequent  entitlement  to  a  social  security 
benefit  or  other  social  insurance  benefit; 

--  explaining  work  and  earnings  restrictions; 

--  explaining  taxation  issues;  and 

--  providing  information  on  a  local  area  basis  to  other 

agencies,  management  and  labor  officials,  and  Congressional 
offices. 

Work  at  headquarters  includes 

--  deciding  eligibility  and  entitlement,  including  disability 
decisions; 

--  determining  months  of  creditable  service  and  average 
creditable  compensation,  including,  in  some  instances, 
service  performed  prior  to  1937; 
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--  determining  primary  insurance  amounts,  average  monthly 
compensation,  and  other  computational  factors; 

--  securing  earnings  and  benefit  records  from  SSA  and 
considering  these  in  the  regular  annuity  computation; 

--  computing  annuities,  issuing  notices  of  awards,  and  paying  accrual 
amounts; 

--  computing  the  amounts  of  benefits  subject  to  Federal  income 
tax; 

--  processing  social  security  benefits; 

--  establishing  the  beneficiaries  on  the  monthly  payment  rolls; 

--  notifying  railroad  employers  (last  employer  notification) 
when  retirement  annuities  are  awarded; 

--  applying  tax  withholding,  if  requested; 

--  handling  inquiries  from  applicants;  and 

--  monitoring  benefit  program  operations  to  ensure  that  benefits 
paid  to  entitled  individuals  are  accurate. 

Estimates  of  claims  receipts,  dispositions,  and  pending  workloads  for  fiscal 
years  1994  and  1995  are  shown  below. 


Pending,  start  of  year 

New  railroad  retirement  applications 

Employee  age  and  disability 

Spouse 

Survivor 

Supplemental  annuities 

New  social  security  certifications 
Total 

Total  dispositions,  excluding  partial 
awards 

Pending,  end  of  year 


1994  est 

imate 
12,437 

1995  e 

St 

imate 
8,899 

15,000 

12,000 

24,000 

9,000 

15,000 

12,000 

24,000 

9,000 

7.000 

67,000 

70.538 
8.899 

7.000 

67,000 

66.938 
8.961 
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Activity  3.  Maintenance  of  beneficiary  rolls 


1994  Estimate 

1995  Estimate 

Staff 

years     Amount ($1 

593      35,487,000 

Staff 

years     Amount ($) 

583      36,081,000 

Staff 
years 

-10 

Change 


Amount (SI 

+594,000 

This  activity  covers  the  maintenance  of  the  monthly  beneficiary  rolls  of 
approximately  834,000  persons  receiving  railroad  retirement/survivor  benefits 
as  of  September  30,  1993,  and  includes  work  relating  to  handling  regular 
changes  in  the  rolls,  such  as  adjustments  of  benefit  amounts  for  excess 
earnings  and  recomputations  to  include  earnings  after  retirement,  handling 
inquiries  from  persons  on  the  rolls,  making  quality  assurance  checks  to  verify 
that  persons  continue  to  be  eligible  to  receive  monthly  benefits,  making  rate 
changes  required  by  amendments  to  the  Social  Security  and  Railroad  Retirement 
Acts,  handling  overpayments  and  underpayments,  adjusting  benefits  for  tax 
withholding,  and  related  operations.  The  RRB  also  makes  various  mechanical 
adjustments  annually,  such  as  cost-of-living  increases. 

Time  spent  in  the  field  offices  on  this  activity  include 

--  providing  post-retirement  information  and  counseling  concerning  benefit 
amounts,  benefit  adjustments,  taxation  of  benefits,  receipt  of 
benefits,  direct  deposit,  and  overpayments; 

--  explaining  denial  of  benefits,  providing  information  and  assistance  in 
appealing  adverse  decisions,  and  conducting  in-person  hearings; 

--  selecting  and  appointing  representative  payees  for 
beneficiaries  who  are  incompetent;  and 

--  processing  changes  of  address,  non-receipt  of  checks, 
termination  of  benefits,  etc. 

In  addition,  the  RRB  performs  a  wide  range  of  activities  to  maintain  the 
continued  integrity  of  its  benefit  payment  operations.  Examples  of  such 
activities  include  monitoring  annuitant  earnings  to  identify  erroneous  payments 
or  earnings  in  excess  of  the  exempt  amount,  reviewing  disability  benefits  for 
continued  eligibility,  reviewing  the  propriety  of  representative  payee 
activities,  monitoring  the  payment  of  benefits  to  aged  annuitants,  and  carrying 
out  a  nationwide  death  match  program  with  the  Health  Care  Financing 
Administration  (HCFA). 
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Activity  4.  Medicare 

1994  Estimate 
Staff 
years     Amount(S) 

27       1,495,000 


1995  Estimate 


Change 


Staff 
years 

25 


Amount(S) 
1,526,000 


Staff 

years    Amount (S) 


-2 


+31,000 


Persons  covered  by  the  railroad  retirement  system  participate  in  the  Medicare 
health  insurance  programs  on  the  same  basis  as  those  covered  under  the  social 
security  system. 

This  activity  includes  time  spent  in  field  offices 
--  assisting  persons  in  completing  applications; 
--  securing  necessary  proofs  of  age  and  relationship;  and 
--  assisting  beneficiaries  with  their  Medicare  inquiries  and  claims. 

This  activity  includes  time  spent  in  headquarters 

--  selecting  and  monitoring  the  performance  of  the  carrier  that 
administers  the  payment  of  medical  benefits; 

--  administering  the  Medicare  program  for  all  deemed  and  qualified 
railroad  retirement  beneficiaries; 

--  enrolling  beneficiaries  for  Medicare  insurance; 

--  ensuring  the  prompt  and  accurate  payment  of  Medicare  hospital  claims; 
and 

--  providing  support  for  the  above  tasks,  including  efforts  such  as  data 
processing,  record  creation,  distribution,  retention,  and  storage;  and 
personnel  recruitment  and  training. 
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Activity  5.  Administration 


1994  Estimate 

1995  Estimate 

Chanae 

Staff 

years     Amount ($) 

230      15,235,000 

Staff 

years     Amount (S) 

227      15,536,000 

Staff 

years 

-3 

Amount (SI 

+301,000 

The  primary  purpose  of  the  RRB  is  to  administer  the  retirement/survivor  and 
unemployment/sickness  insurance  benefit  programs  provided  under  the  Railroad 
Retirement  Act  and  the  Railroad  Unemployment  Insurance  Act  for  railroad  workers 
and  their  families. 

This  activity  includes  a  variety  of  efforts  needed  to  administer  these  benefit 
programs  and  to  comply  with  Federal  policies  and  requirements  applicable  to  the 
RRB. 

Administration  includes 

--  establishing  policies  that  enable  the  RRB  to  accomplish  its  mission; 

--  providing  for  compliance  with  requirements  and  regulations; 

--  providing  for  legal  opinions  and  representation  in  judicial  matters; 

--  providing  for  assistance  on  legislative,  appropriation,  or  actuarial 
matters; 

--  managing  financial  assets; 

--  recruiting,  training,  and  managing  personnel; 

--  providing  public  Information  services; 

—  providing  general  administrative  support; 

--  providing  training  to  improve  job-related  knowledge  or  skills; 

--  maintaining  a  reference  library  operation; 

--  ensuring  that  correct  payments  are  made  to  those  entitled  (employees, 
vendors,  etc.); 

--  administering  accounts  receivable  activities,  Including  settling  of 
debts  owed  the  RRB;  and 

--  conducting  audits  of  railroad  employers. 
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Activity  6.  Facility  management 
1994  Estimate 


1995  Estimate 


Staff 
years 


Amount ($) 
370,000 


Staff 
vears 


Amount (S) 
378,000 


Staff 
vears 


Change 


Amount(S) 
+8,000 


The  RRB  is  responsible  for  the  day-to-day  management  of  its  headquarters 
building  at  844  North  Rush  Street  in  Chicago,  with  oversight  provided  by  the 
General  Services  Administration  (GSA).  This  responsibility  includes  building 
operations,  maintenance,  recurring  repairs,  general  services,  and  alterations. 
Funds  are  appropriated  to  a  GSA  parent  account  and  made  available  to  the  RRB  by 
a  nonexpenditure  transfer  authorization. 

The  RRB  incurs  additional  costs  of  maintaining  the  headquarters  building  over 
and  above  the  amount  covered  by  GSA.  These  additional  costs  are  for  guard 
service;  contractor  overtime  to  furnish  heat  and  air-conditioning  before  and 
after  normal  working  hours;  various  recurring  and  non-recurring  repairs  to  the 
building,  such  as  office  alterations,  electrical  outlet  installation,  and 
plumbing  repairs;  and  various  painting  requirements. 
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JUSTIFICATION  OF  ESTIMATES 

LIMITATION  ON  RAILROAD  UNEMPLOYMENT  INSURANCE 

ADMINISTRATION  FUND 

Proposed  Appropriation  Language 

Limitation  on  Railroad  Unemployment  Insurance 
Administration  Fund 


For  further  expenses  necessary  for  the  Railroad  Retirement  Board,  for 
administration  of  the  Railroad  Unemployment  Insurance  Act,  not  less  than 
[$17,010,000]  $17,320,000  shall  be  apportioned  for  fiscal  year  [1994]  1995 
from  moneys  credited  to  the  railroad  unemployment  insurance  administration 
fund.  (Departments  of  Labor,  Health  and  Human  Services,  and  Education,  and 
Related  Agencies  Appropriations  Act,  1994.) 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 


Explanation 


For  further  expenses  necessary  for 
the  Railroad  Retirement  Board,  for 
administration  of  the  Railroad 
Unemployment  Insurance  Act,  not 
less  than  [$17,010,000] 
$17,320,000  shall  be  apportioned 
for  fiscal  year  [1994]  1995   from 
moneys  credited  to  the  railroad 
unemployment  insurance 
administration  fund. 


Under  Section  11(c)  of  the  Railroad 
Unemployment  Insurance  Act,  funds  in 
the  Railroad  Unemployment  Insurance 
Administration  Fund  are  permanently 
appropriated  to  the  RRB  for 
administering  the  unemployment  and 
sickness  insurance  benefit  programs. 
This  language  would  make  $17,320,000 
of  amounts  in  the  fund  available  in 
fiscal  year  1995. 
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Authorizing  Legislation 

13S* 1225 

Appropriation 
iM^I'tlPf  Author!^   Appropriation    Authorized      request 

Railroad  Unemployment  Insurance  Act: 

Section  11. (a)  Indefinite    $17,010,000    Indefinite    $17,320,000 


"Sec.  11. (a)  The  Secretary  of  the  Treasury  shall  maintain 
in  the  unemployment  trust  fund  established  pursuant  to 
section  904  of  the  Social  Security  Act  an  account  to  be 
known  as  the1  railroad  unemployment  insurance 
administration  fund.  This  unemployment  insurance 
administration  fund  shall  consist  of  (i)  such  part  of  all 
contributions  collected  pursuant  to  section  8  of  this  Act 
as  equals  0.65  per  centum  of  the  total  compensation  on 
which  such  contributions  are  based;  (ii)  all  amounts 
advanced  to  the  fund  by  the  Secretary  of  the  Treasury 
pursuant  to  this  section;  (iii)  all  amounts  appropriated 
by  subsection  (b)  of  this  section;  and  (iv)  such 
additional  amounts  as  Congress  may  appropriate  for 
expenses  necessary  or  incidental  to  administering  this 
Act.  Such  additional  amounts  are  hereby  authorized  to  be 
appropriated." 
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Limitation  on  Railroad  Unemployment  Insurance 
Administration  Fund 

Amounts  Available  for  Obligation 


Fiscal  year 

1993 

actual 

Appropriation 

$17,325,000 

Plus: 

Tax  contributions  and 
earned  in  excess  of  an 
appropriated 

interest 
lount 

(354.000 

Budget  authority 

$16,971,000 

Less: 

Section  511  reduction 

139,000 

Section  513  reduction 

1.000 

Subtotal,  adjusted 
budget  authority 

$16,831,000 

Plus: 
Unobligated  balance, 
start  of  year 

7.064.000 

Subtotal 

$23,895,000 

Less: 

Unobligated  balance,  transferred 
to  the  trust  fund 

Unapportioned  balance, 
end  of  year 

Unobligated  balance 

Total  direct  obligations 


1,064,000 

5,646,000 
349.000 


Fiscal  year   Fiscal  year 

1994        1995 

estimate     estimate 


797.000 


0 
0 


$17,010,000    $17,320,000 


800.000 


$17,807,000    $18,120,000 


0 

_Q 


$17,807,000  $18,120,000 

5.995.000  6,792,000 

$23,802,000  $24,912,000 

0  792,000 

6,792,000  6,800,000 
P_     fi 


"6-836.000    $17.010.000    $17.320.000 
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LIMITATION  ON  RAILROAD  UNEHPLOYMENT 
INSURANCE  ADMINISTRATION  FUND 

Summary  of  Changes 

FY  1994  appropriation  $17,010,000 

FY  1995  estimate  $17,320,000 

Net  change $  +310,000 


1994  Current  (base)        Change  from  base 

Budget  Budget 

FT£j    authority  (t)  FJLJL         authority  (S) 

Increases: 

A.  Built-in: 

1.  Net  change  related  to  full-time  and 
part-time  salaries:      loss  of  6 
FTE's.   -$247,000;  January  199S  pay 
raise.  +$136,000;  grade/step 
increases.  +$237,000;  and  locality 

pay  increases;  +$227,000.  293  11.162,000  -6  353.000 

2.  Net  change  related  to  personnel 
benefits:     loss  of  6  FTE's. 
-$52,000;  January  1995  pay  raise 
+$28,000;  grade/step  increases. 
+$49,000;   locality  pay  increases. 
+$48,000;  and  changes  in  retirement 

costs.  +$87,000.  —  2.331.000  —  160.000 


Subtotal,  built-in  increases  513.000 

B.      Program. 


Total   tncreaset  513.000 
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1994  Current  (base) 
Budget 
FTE's     authority  (1) 


Change  from  base 
Budget 
FTE's    authority  (1) 


Decreases: 

A.  Built-in 
1 .  None 

B.  Program: 

1.  Reduction  in  other  compensation 
(overtime)  to  stay  within  budget 
constraints. 

2.  Reduction  in  benefits  to  former 
employees. 

3.  Reduction  in  travel  and 
transportation  of  things. 

4.  Reduction  in  building  rent  due 
to  closing  of  off -site  warehouse 
space. 

5.  Reduction  in  communications, 
utilities,  and  miscellaneous 
charges. 

6.  Reduction  in  printing  and 
production  costs. 

7.  Reduction  in  contractual  and  other 
services. 

8.  Reduction  in  supplies  and  materials. 

9.  Reduction  in  equipment  costs. 

Subtotal,  program  decreases 
Total  decreases 
Net  increase 


160.000 

29.000 

251.000 

1,106.000 

742.000 

63.000 
792,000 

283,000 
91.000 


-  9.000 

-  2.000 

-  24.000 

-  74,000 

-  4,000 

-  8.000 

-  63.000 

-  17,000 

-  2.000 


53 


1994 

1995 

estimate 

estimate 

8 

8 

130 

127 

101 

99 

3 

3 

50 
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■lustifi cation  bv  Activity 

General 

Funds  from  the  Railroad  Unemployment  Insurance  Administration  Fund  are  used  to 
administer  the  railroad  unemployment/sickness  insurance  program  provided  under 
the  Railroad  Unemployment  Insurance  Act. 

The  total  staff  year  requirements  for  the  various  activities  are  summarized 
below. 


1.  Maintenance  of  rail  earnings  accounts 

2.  Processing  claims  -  unemployment 

3.  Processing  claims  -  sickness 

4.  Rail  claimant  placement  services 

5.  Administration 

6.  Facility  management 

Total  293  287 

The  RRB  is  headquartered  in  Chicago.  It  has  field  offices  located  throughout 
the  country  to  provide  in-person  service  to  railroad  workers  and  members  of 
their  families. 

In  administering  this  program,  RRB  staff 

adjudicate  applications  and  claims  for  unemployment  and 
sickness  insurance  benefits; 

inform  railroad  workers  of  their  rights  and 
responsibilities  under  the  program; 

monitor  payments  to  ensure  that  they  are  proper; 

maintain  earnings  records  of  railroad  employees  in  order 
to  determine  whether  applicants  qualify  for  benefits; 

determine  tax  rates  for  employers  based  on  an  experience 
rating  system; 

interpret  laws  and  comment  on  proposed  legislation; 

develop  policies  and  procedures  for  program  operations; 

continuously  review  operations  to  identify  areas  where 
Improvements  can  be  made;  and 

maintain  data  processing,  accounting,  financial,  and 
personnel  operations  to  support  program  activities. 
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In  addition  to  the  day-to-day  administration  of  the  railroad  unemployment  and 
sickness  insurance  program,  the  RRB  must  periodically  adjust  its  operations, 
methods,  and  procedures  to  implement  new  legislation  affecting  its  programs. 
For  example,  the  RRB  implemented  the  Railroad  Unemployment  Insurance  and 
Retirement  Improvement  Act  of  1988.  Implementation  activities  included 
indexing  annual  benefit  rates  and  qualifying  earnings  requirements  to  national 
wage  levels,  indexing  the  tax  base  to  increased  wage  levels,  and  determining 
railroad  unemployment  taxes  for  individual  railroads  based  on  an  experience 
rating  system.  More  recently,  the  RRB  implemented  railroad  unemployment 
insurance  related  provisions  of  the  Emergency  Unemployment  Compensation  Act  of 
1991,  and  subsequent  amendments. 


Summrv  Processing  Workload  Table 

Railroad 

Unemployment  insurance 

Sickness  insurance 

Fiscal  ye 

ars 

employment  1/ 
342,000 

Aooli cat  ions 
105,064 

Claims 

Payments 
698,491 

Aooli cat  ions 
62.440 

Claims 
355,489 

Payments 

1986 

746.523 

327,891 

1987 

320,000 

79,647 

636,322 

588,769 

56,198 

341,815 

314,020 

1988 

312,000 

57,605 

427,061 

390,002 

51,902 

312,940 

286,681 

1989 

308,000 
296,000 

48,170 
42,135 

298,025 
300,351 

239,828 
234,136 

45,751 
41,141 

281.203 
269,926 

224,801 

1990 

204,305 

1991 

285,000 

41,169 

313,004 

248,799 

35,588 

249.000 

190,564 

1992 

276,000 

29,388 

270,198 

231,816 

32,482 

226.357 

181,720 

1993 

270,000 

25,420 

206,509 

175,812 

31,622 

201,977 

165,908 

1994 

(est) 

264,000 

25,000 

187,000 

159,000 

31,000 

197,000 

162,000 

1995 

(eat) 

258,000 

25,000 

183,000 

156,000 

30,000 

191,000 

157,000 

1/  Average  annual  railroad  employment  is  based  on  mid-month  counts  and  presented  on  a  calendar  year 
basis. 

Descriptions  of  the  specific  activities  involved  in  administering  the  railroad 
unemployment/sickness  insurance  program  follow. 


Activity  1.  Maintenance  of  rail  earnings  accounts 


Staff 

Years 

8 


1994  Estimate 


Amount (S) 
555,000 


Staff 
years 

8 


1995  Estimate 


Amount(S) 
565,000 


Staff 
Years 


Change 


Amount(S) 

+10,000 


A  "qualified  employee"  under  the  Railroad  Unemployment  Insurance  Act,  as 
amended  by  the  Railroad  Unemployment  Insurance  and  Retirement  Improvement  Act 
of  1988,  is  one  who  earns  creditable  compensation  of  at  least  $2,100  in  base 
year  1994  (the  base  year  is  the  calendar  year  preceding  each  benefit  year 
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which  begins  on  July  1),  counting  no  more  than  $840  a  month.  The  earnings 
requirement  and  taxable  compensation  have  been  indexed  to  reflect 
approximately  two-thirds  of  the  growth  in  average  national  wages. 

Effective  July  1,  1988,  the  daily  benefit  rate  for  both  unemployment  and 
sickness  insurance  benefits  paid  by  the  Railroad  Retirement  Board  increased 
from  $25  to  $30,  raising  the  maximum  biweekly  benefits  from  $250  to  $300. 
Beginning  July  1,  1989,  the  maximum  daily  benefit  rate  increased  to  $31  as 
benefit  rates  were  indexed  to  reflect  approximately  two-thirds  of  the  growth 
in  average  national  wages.  This  rate  remained  unchanged  at  $31  for  the 
general  benefit  years  beginning  July  1,  1990  and  1991;  it  increased  to  $33  for 
the  benefit  year  beginning  July  1,  1992,  and  remained  at  $33  for  the  benefit 
year  beginning  July  1,  1993.  Starting  July  1,  1994,  the  rate  will  increase 
to  $36. 

To  determine  whether  applicants  are  qualified  for  benefits  under  the  Railroad 
Unemployment  Insurance  Act  and  to  determine  daily  benefit  rates,  the  RRB 
maintains  records  of  railroad  service  and  compensation  for  each  individual  who 
works  in  the  railroad  industry.  Records  of  service  and  compensation  must  be 
processed  promptly  in  a  calendar  year  in  order  to  determine  eligibility  for 
benefits  the  following  July  1. 

Some  specific  tasks  involved  in  the  "maintenance  of  rail  earnings  accounts" 

are 

maintaining  records  of  railroad  service  and  compensation, 
in  order  to  determine  whether  applicants  are  qualified  for 
benefits; 

providing  appropriate  levels  of  service  to  railroad 
workers  and  employers; 

resolving  disagreements  or  protests  concerning  service  and 
compensation  matters;  and 

providing  support  for  the  above  tasks,  including  data 
processing  and  record  creation,  distribution,  retention, 
and  storage., 

In  1993,  the  workload  for  this  activity,  which  impacted  both  the  railroad 
unemployment  and  sickness  insurance  and  the  railroad  retirement  programs, 
included 

adjusting  323,000  accounts  to  credit  calendar  year  1992 
railroad  service  and  compensation; 

adjusting  19,000  prior-year  records; 

adjusting  11,000  records  that  contained  erroneous  or 
inconsistent  information; 

releasing  321,000  statements  of  service  and  compensation 
to  railroad  employees; 
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responding  to  9,000  inquiries  and  protests  concerning  the 
above  statements;  and 

responding  to  an  additional  4,500  inquiries  from  employers 
concerning  coverage  matters  or  from  employees  concerning 
individual  records. 

Activity  2.  Processing  claims  -  unemployment 


1994  Estimate 


1995  Estimate 


Staff 
years 

130 


Amount  1%) 
7,538,000 


Staff 
years 

127 


Amount ($) 
7,676,000 


Staff 
years 

-3 


Change 


Amount (SI 
+138,000 


Unemployed  railroad  workers  file  applications  and  biweekly  claims  for  benefits 
by  mailing  them  directly  to  RRB  field  offices.  Field  office  staff  review  the 
applications  and  claims  for  accuracy  and  completeness  and  obtain  any  needed 
information.  They  periodically  interview  claimants  to  ensure  that  they  are 
available  for  work  and  are  entitled  to  benefits.  Field  office  staff  also 
perform  other  activities  to  ensure  that  such  payments  are  proper,  such  as 
review  of  State  records  to  verify  that  claimants  are  not  working  in  non- 
railroad  employment. 

Field  office  personnel  enter  unemployment  insurance  applications  and  claims 
on-line  for  headquarters  processing.  Prior  to  the  payment  of  benefits, 
application  and  claim  data  is  furnished  to  the  employer  to  give  the  employer 
an  opportunity  to  submit  information  relevant  to  the  benefit  payment 
determination.  Field  office  personnel  evaluate  the  information  provided  by 
the  employer  and  take  any  necessary  action.  We  currently  exchange  benefit 
payment  determination  data  with  eight  major  employers  via  a  telecommunications 
link,  and  work  is  underway  to  have  other  employers  use  this  system.  In  the 
absence  of  electronic  information  exchange,  prepayment  claim  notices  are 
provided  to  employers  by  mail. 

The  1991  Emergency  Unemployment  Compensation  Act  provided  13  consecutive  weeks 
of  extended  railroad  unemployment  insurance  benefits  after  November  17,  1991, 
on  a  temporary  basis  to  claimants  with  less  than  10  years  of  railroad  service 
who  exhaust  rights  to  normal  benefits  after  February  28,  1991,  and  before 
June  13,  1992.  The  legislation  was  subsequently  amended  in  February  and  July 
1992,  March  1993,  and  November  1993.  Under  the  February  1992  amendments, 
claimants  with  less  than  10  years  of  railroad  service  were  eligible  for  an 
additional  13  consecutive  weeks  of  temporary  extended  unemployment  insurance 
benefits,  for  a  total  of  26  weeks  of  such  benefits.  In  addition,  claimants 
with  10  to  14  years  of  service  were  eligible  for  13  weeks  of  these  temporary 
extended  unemployment  insurance  benefits,  in  addition  to  the  13  weeks  of 
extended  benefits  previously  payable  under  the  Railroad  Unemployment  Insurance 
Act. 
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The  date  before  which  claimants  with  less  than  10  years  of  service  must 
exhaust  normal  benefits  in  order  to  be  eligible  for  the  first  13-week  period 
of  temporary  extended  benefits  was  extended  by  the  amendments  from  June  13  to 
July  4,  1992.  But  to  be  eligible  for  the  additional  temporary  extended 
benefits  provided  by  the  amendments  after  February  6,  1992,  claimants  with 
less  than  10  years  of  service,  as  well  as  those  with  10  to  14  years  of 
service,  must  have  exhausted  all  rights  to  normal  benefits  before  June  13, 
1992. 

Under  the  July  1992  amendments,  the  ending  date  for  the  temporary  extended 
benefits  was  changed  from  July  4,  1992,  to  March  6,  1993,  and  provided 
100  days  of  extended  benefits  in  a  period  of  20  consecutive  weeks  for 
Individuals  whose  extended  benefit  periods  begin  June  14,  1992,  or  later. 
This  provision  applies  to  employees  with  10  to  14  years  of  service,  as  well 
those  with  less  than  10  years  of  service. 

The  July  1992  amendments  also  provided  that  if  the  national  unemployment  rate 
fell  below  7.0  percent  for  2  consecutive  months  prior  to  March  6,  1993,  the 
amount  of  temporary  extended  unemployment  benefits  for  individuals  with  less 
than  10  years  of  service  would  be  reduced  to  50  days.  If  the  rate  dropped 
below  6.8  percent  for  2  consecutive  months,  eligibility  was  to  be  further 
reduced  to  35  days  of  benefits. 

Under  the  March  1993  amendments,  the  ending  date  for  the  temporary  extended 
unemployment  benefits  was  changed  from  March  6,  1993  to  October  2,  1993.  An 
employee  who  was  receiving  extended  benefits  on  October  2,  1993,  could 
continue  to  receive  such  benefits  until  the  end  of  his  or  her  extended  benefit 
period,  but  not  beyond  January  15,  1994.  The  provision  for  reducing  the 
amount  of  benefits  based  on  the  national  unemployment  rate  remained  the  same, 
and  effective  with  extended  benefit  periods  beginning  after  September  11, 
1993,  the  amount  of  temporary  extended  benefits  was  reduced  to  50  days. 

Under  the  November  1993  amendments,  the  ending  date  for  the  temporary  extended 
benefits  was  changed  from  October  2,  1993  to  February  5,  1994,  and  the  amount 
of  temporary  extended  benefits  was  reduced  from  50  to  35  days.  An  employee 
who  is  receiving  benefits  on  February  5,  1994,  may  continue  to  receive  such 
benefits  until  the  end  of  his  or  her  extended  benefit  period,  but  not  beyond 
April  30,  1994. 

The  following  table  shows  the  number  of  unemployment  insurance  claims  filed 
for  the  last  2  fiscal  years  and  estimates  for  fiscal  years  1994  and  1995. 

Fiscal  year        Claims  filed 

1995  183,000  (estimated) 

1994  187,000  (estimated) 

1993  206,509 

1992  270,198 

This  activity  includes 

adjudicating  and  processing  applications  and  claims  for 
benefits; 

providing  service  to  benefit  claimants; 
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ensuring  that  benefits  are  computed  correctly  and  paid 
only  to  qualified  individuals;  and 

establishing  computer  matching  agreements  and  conducting 
matches  with  railroads  and  States  to  verify  that  benefit 
payments  are  proper. 

In  conjunction  with  this  activity,  RRB  field  offices 

review  claims  and  applications  for  benefits,  reconcile 
discrepancies,  determine  whether  benefits  are  payable,  and 
input  the  applications  and  claims  for  headquarters 
processing; 

interview  claimants  to  determine  eligibility  and  advise 
claimants  of  their  rights  and  responsibilities; 

conduct  record  checks  with  non-railroad  employers  and 
record  comparisons  with  railroads  and  State  programs  to 
verify  that  benefit  payments  are  proper; 

provide  information  to  individual  claimants  on  benefit 
eligibility,  duration,  and  amounts;  and 

provide  information  to  railroad  employers  and  employees 
via  itinerant  service  and  informational  conference 
programs . 

Activity  3.  Processing  claims  -  sickness 

1994  Estimate  1995  Estimate        Change 

Staff  Staff  Staff 

years     Amount (S)       years     Amount ($1       years    Amount  IS) 

101      5,545,000        99      5,646,000         -2     +101,000 

Applications  for  sickness  insurance  benefits  are  mailed  directly  to  RRB 
headquarters.  An  application  is  required  at  the  beginning  of  each  period  of 
continuing  sickness  for  which  benefits  are  claimed.  Attached  to  each 
application  is  a  statement  of  sickness  which  must  be  completed  by  the 
employee's  doctor. 

After  the  RRB  receives  the  employee's  application  and  statement  of  sickness 
and  determines  eligibility,  a  claim  form  covering  the  first  14  days  of 
sickness  is  mailed  to  the  claimant.  The  completed  claim  forms  are  returned  to 
RRB  field  offices  for  adjudication  and  on-line  entry  of  the  data.  (These 
functions  were  transferred  from  RRB  headquarters  to  field  offices  in  January 
1993.)  On  the  claim  form,  the  employee  specifically  indicates  which  days  of 
sickness  are  claimed  and  furnishes  information  on  wages  or  other  benefits  that 
may  be  payable  for  these  days.  Additional  claim  forms  are  sent  to  cover  later 
periods  if  the  illness  lasts  more  than  14  days.  Also,  the  claimant  may  be 
asked  to  have  his  or  her  doctor  furnish  more  information  about  the  nature  of 
the  illness  and  its  expected  duration.  Notice  of  each  claim  is  provided  to 
the  claimant's  employer  prior  to  payment  of  benefits.  RRB  personnel  review 
the  information  provided  by  employers  in  response  to  these  notices  and  take 
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the  necessary  action  to  either  deny  or  recover  erroneously  claimed  benefits. 
The  following  table  shows  the  number  of  sickness  claims  filed  for  the  last  2 
fiscal  years  and  estimates  for  fiscal  years  1994  and  1995. 


Flsca.1  year 

1995 
1994 
1993 
1992 


Claims  filed 

191,000  (estimated) 
197,000  (estimated) 
201,977 
226,357 


This  activity  Includes 

processing  applications  and  claims  for  benefits; 

providing  service  to  claimants; 

ensuring  that  benefits  are  computed  correctly;  and 

conducting  computer  matches  and  record  comparisons  with 
railroads  and  State  programs  to  verify  that  benefit 
payments  are  proper. 


Activity  4.  Rail  claimant  placement  services 


Staff 

year? 


1994  Estimate 


AmounU?) 

170,000 


Staff 
years 


1995  Estimate 


Affiountm 

173,000 


Staff 
vears 


Change 


Amount (?) 
+3,000 


Every  applicant  for  unemployment  Insurance  benefits  Is  required  to  file  an 
application  for  employment  service.  The  application  Is  kept  in  the  field 
office  serving  the  area  in  which  the  claimant  registers.  As  many  claimants  as 
possible  are  called  In  for  a  personal  Interview  with  an  RRB  representative. 
During  the  interview,  the  claimants'  responsibilities  are  explained  and 
additional  Information  is  obtained  about  their  background,  what  work  they  have 
been  doing,  and  what  work  they  are  able  to  do.  First  consideration  is  given 
to  placing  claimants  In  a  job  in  the  railroad  industry.  If  this  is  not 
possible,  an  effort  1s  made  to  place  them  wherever  a  suitable  job  exists.  The 
RRB  also  maintains  a  central  register  of  separated  employees  with  at  least 
1  year  of  service  who  are  currently  available  for  railroad  employment. 

Placement  activities  Include  efforts  to 

prescribe  procedures  for  Interviewing  and  placing  railroad 
employees; 

provide  job  service  counseling  to  railroad  employees; 

provide  employment  service  to  railroad  carriers; 
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maintain  and  distribute  a  central  register  of  railroad  employees 
available  for  re-employment; 

assist  constituents  in  areas  of  job  placements  and 
retraining; 

notify  railroad  employees  directly  of  appropriate  job 
opportunities; 

maintain  and  distribute  a  national  list  of  job  vacancies; 
and 

maintain  required  information  and  records  necessary  to 
evaluate  the  effectiveness  of  services  provided. 

Activity  5.  Administration 

1994  Estimate  1995  Estimate        Change 

Staff  Staff  Staff 

years     Amount (S)       vears     Amount m       years    Amount (SI 

50       3,073,000        49       3,129,000         -1       +56,000 

The  primary  purpose  of  the  RRB  is  to  administer  the  retirement/survivor  and 
unemployment/sickness  insurance  programs  provided  under  the  Railroad 
Retirement  Act  and  the  Railroad  Unemployment  Insurance  Act  for  railroad 
workers  and  members  of  their  families. 

This  activity  includes  a  variety  of  efforts  needed  to  administer  these  benefit 
programs  and  to  comply  with  Federal  policies  and  requirements  applicable  to 
the  RRB. 

Administration  includes 

establishing,  policies  that  enable  the  RRB  to  accomplish 
its  mission; 

providing  for  compliance  with  requirements  and 
regulations; 

providing  for  legal  opinions  and  representation  in 
judicial  matters; 

providing  for  assistance  on  legislative,  appropriation,  or 
actuarial  matters; 

managing  financial  assets; 

recruiting,  training,  and  managing  personnel; 

providing  public  information  services; 

providing  general  administrative  support; 
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providing  training  to  improve  job-related  knowledge  or 
skills; 

maintaining  a  reference  library  operation; 

ensuring  that  correct  payments  are  made  to  those  entitled 
(employees  and  vendors); 

administering  accounts  receivable  activities,  including  settling  of 
debts  owed  the  RRB;  and 

conducting  audits  of  railroad  employers. 

Activity  6.  Facility  management 

1994  Estimate  1995  Estimate        . Change 

Staff  Staff  Staff 

years     Amount (S)       years     Amount ($1       years    Amount ($1 

1        129,000         1        131,000        —       +2,000 

The  RRB  is  responsible  for  the  day-to-day  management  of  its  headquarters 
building  at  844  North  Rush  Street  in  Chicago,  with  oversight  provided  by  GSA. 
This  responsibility  includes  building  operations,  maintenance,  recurring 
repairs,  general  services,  and  alterations.  Funds  are  appropriated  to  a  GSA 
parent  account  and  made  available  to  the  RRB  by  a  nonexpenditure  transfer 
authorization. 

The  RRB  incurs  additional  costs  of  maintaining  the  headquarters  building  over 
and  above  the  amount  covered  by  GSA.  These  additional  costs  are  for  guard 
service;  contractor  overtime  to  furnish  heat  and  air  conditioning  before  and 
after  normal  working  hours;  various  recurring  and  non-recurring  repairs  to  the 
building,  such  as  office  alterations,  electrical  outlet  installation,  and 
plumbing  repairs;  and  various  painting  requirements. 
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JUSTIFICATION  OF  ESTIMATES 
SPECIAL  MANAGEMENT  IMPROVEMENT  FUND 

Proposed  Appropriation  Language 

Special  Management  Improvement  Fund 

To  effect  management  improvements,  including  the  reduction  of  backlogs, 
accuracy  of  taxation  accounting,  and  debt  collection,  [$3,300,000] 
$1,640,000,   to  be  derived  from  the  railroad  retirement  accounts  and  railroad 
unemployment  insurance  account:  Provided,   That  these  funds  shall 
supplement,  not  supplant,  existing  resources  devoted  to  such  operations  and 
improvements.  {Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1994.) 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 


Explanation 


To  effect  management  improvements, 
including  the  reduction  of 
backlogs,  accuracy  of  taxation 
accounting,  and  debt  collection, 
[$3,300,000]  $1,640,000,   to  be 
derived  from  the  railroad 
retirement  accounts  and  railroad 
unemployment  insurance  account:... 

...Provided,   That  these  funds 
shall  supplement,  not  supplant, 
existing  resources  devoted  to  such 
operations  and  improvements. 


This  special  fund  is  to  enable  the 
RRB  to  carry  out  or  expand  certain 
improvement  activities  in  accordance 
with  an  agreement  with  the  Office  of 
Management  and  Budget.  Funding  is 
to  be  derived  from  the  railroad 
retirement  accounts  and  the  Railroad 
Unemployment  Insurance  Account. 

This  limits  the  use  of  the 
appropriation  as  described. 
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Authorizing  Legislation 


1994 1225 

Appropriation 
Legislation  Authorized   Appropriation    Authorized      request 

Railroad  Retirement  Act  and  Railroad    Indefinite     $3,300,000    Indefinite     $1,640,000 
Unemployment  Insurance  Act 


The  funds  to  be  appropriated  to  the  Special  Management  Improvement  Fund 
would  be  derived  from  the  railroad  retirement  accounts  and  the  Railroad 
Unemployment  Insurance  Account.  The  authorizing  legislation  for  funds  to 
administer  the  Railroad  Retirement  Act  is  contained  in  sections  15(a), 
15(c),  and  15A(c)(l)  of  that  act,  the  wording  from  which  is  shown  on  pages 
21  and  22  of  this  document,  and  the  legislation  providing  funding  for 
administration  of  the  Railroad  Unemployment  Insurance  Act  is  contained  in 
section  11(a)  of  that  act,  the  wording  from  which  is  shown  on  page  45  of 
this  document. 
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SPECIAL  MANAGEMENT  IMPROVEMENT  FUND 
Summary  of  Changes 


FY  1994  appropriation  $  3,300,000 

FY  1995  estimate $  1,640,000 

Net  change     $-1,660,000 


Increases: 

A.  Built-in: 
None 

B.  Program: 
None 

Total,  increase 
Decrease: 

A.  Built-in: 
None 

B.  Program: 

1.  Net  change  related  to  full-time  and 
part-time  salaries:  loss  of  41 
FTE's.  -$1,238,000;  January  1995 
pay  raise,  +$15,000;  grade/step 
increases.  +$25,000;  and  locality 
pay  increases,  +$24,000. 

2.  Reduction  in  the  amount  for  overtime 
for  a  fewer  number  of  employees. 

3.  Net  change  related  to  personnel  benefits: 
loss  of  41  FTE's.  -$309,000;  January  1995 
pay  raise,  +$4,000;  grade/step  increases, 
+$7,000;  locality  pay  increase,  +$6,000 
and  changes  in  retirement  costs, 
+$8,000. 

4.  Reduced  funding  needed  for  State  wage 
matches. 

Subtotal,  program  decreases 

Total  decreases 


1994  Current  (Base) 

Budget 
FTEs  Authority  ($) 


Change  from  Base 
Budget 
FTEs   Authority  ($1 


72    2,465,000 


200.000 


-41 


■1,174,000 


-200,000 


620,000 
15.000 


-284,00(1 


— 

-2.000 

-41 

-1.660.000 

-41 

-1.660.000 
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Justification  bv  Activity 

General 

As  stated  in  earlier  sections  of  this  document,  the  primary  function  of  the  RRB 
is  to  administer  comprehensive  retirement/survivor  and  unemployment/sickness 
insurance  benefit  programs  for  the  nation's  railroad  workers  and  their  families 
under  the  Railroad  Retirement  Act  and  the  Railroad  Unemployment  Insurance  Act. 
The  purpose,  or  goal,  of  these  programs  is  to  provide  an  income  to  eligible 
beneficiaries  that  replaces  earnings  they  no  longer  receive  because  of 
retirement,  long-term  disability,  death,  unemployment,  or  sickness.  In  order  to 
more  efficiently  provide  service  and  benefits  to  railroad  workers  and  their 
families,  the  RRB  also  has  administrative  responsibilities  for  the  payment  of 
certain  social  security  benefits  which  are  coordinated  with  benefits  payable 
under  the  Railroad  Retirement  Act  and  for  railroad  workers'  Medicare  coverage. 

In  April  1990,  the  Office  of  Management  and  Budget  (0MB)  conducted  a  2-week  on- 
site  management  review  of  the  RRB,  and  in  May  1990,  issued  a  management  report 
which  includes  specific  recommendations  for  improvements  in  the  following  areas: 

--Claims  processing, 
--Debt  collection, 
--Fraud  control , 
--Tax  accounting, 
--Trust  fund  integrity,  and 
--Information  systems. 


73 


869 


In  January  1991,  the  RRB  entered  into  an  agreement  with  OMB  which  called  for 
a  total  of  $13,910,000  for  a  Special  Management  Improvement  Fund  over  a  5- 
year  period  to  complete  the  needed  improvements.  The  funding  is  to  provide 
additional  staffing  and  other  resources  for  initiatives  planned  from  fiscal 
year  1992  through  fiscal  year  1996.  In  fiscal  year  1993,  the  Congress 
provided  a  1-year  appropriation  of  $3,690,000  for  improvement  activities. 
For  fiscal  year  1994,  the  third  year  of  the  improvement  project,  we  were 
appropriated  $3,300,000.  The  President's  fiscal  year  1995  budget  requests 
$1,640,000  to  continue  the  fourth  year  of  improvement  activities. 

Described  below  are  the  activities  to  be  improved  or  enhanced  by  the  RRB  and 
how  the  increased  level  of  resources  are  being  used  by  the  RRB  to  produce 
desired  measurable  performance  outputs. 

Activity  1.  Claims  processing 

1994  Estimate  1995  Estimate        Change 

Staff  Staff  Staff 

years     Amount  IS)  years     Amount ($)      years    Amount ($) 

35       1,724,000       4         212,000       -31      -1,512,000 

The  RRB's  mission  is  to  pay  benefits  under  the  Railroad  Retirement  Act  and 
the  Railroad  Unemployment  Insurance  Act  to  the  right  people,  in  the  right 
amount,  timely.  With  additional  resources  devoted  to  this  activity  under 
the  agreement,  the  RRB  has  achieved  dramatic  workload  reductions  in  eight 
categories  of  work.  During  fiscal  year  1994,  we  expect  to  train  additional 
retirement  post  examiners  and  reduce  post  adjudication  backlogs  to  about 
14,523  cases  by  year  end.  Also,  technology  development  staff  will  continue 
to  develop  and  maintain  personal  computer  applications  that  will  enhance  the 
efficiency  of  our  claims  processing.  By  the  end  of  fiscal  year  1995,  we 
expect  to  eliminate  the  backlog  balance  in  all  categories  of  work. 
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WORKLOAD/BACKLOGS 


Category 


Cost-of-living  reviews 
Automated  earnings 

recomputation  reviews 
Cost-of-living  rejects 
Retirement  adjustments 
Last  pre-retirement  employer  work 

deductions 
Cost-of-living  reviews  -  survivor 
Cost-of-living  rejects  -  survivor 
EOP  policing 

Total  Ending  Balance 

Less  normal  carry-forward 
Backlog 


Normal 
Carry-forward 

Balance 

1.150 

850 

825 

6.000 


I, 


200 
300 
650 


11,055 


Actual 
FY  1991 

26,922 

17.391 

7,601 

11,382 

2,660 
4,016 
1.957 
7.137 


Actual 
FY  1992 

20.443 

14.733 
3.821 
8.653 

955 
1.379 

753 
8.782 


Actual 
FY  1993 

10.561 

7,690 
2,158 
6,015 


6.420 


Estimated  ending  balances 
FY  1994    FY  1995    FY  1996 


3,242 


1.236 


1.661 


79,066  a/  59,519  a/  33.706  a/  14,523  a/ 
(11.055)"  (11.055)   (11.055)   (11.055) 
68.011     48.464     22,651      3.468 


*  a/    *  a/ 

(11.055)   (11.055) 
0        0 


*The  on-hand  balance  is  projected  to  be  at  or  below  the  normal  carry-forward  balance  for  this  work  category. 

a/   This  amount  includes  the  normal  carry-forward  balance,  or  the  actual  balance  if  less,  for  each  of  the  eight 

workload  categories.   In  the  0MB  agreement,  when  a  category  of  work  dropped  below  the  normal  carry-forward  level, 
the  entire  category  was  left  blank  even  though  there  was  a  normal  carry-forward  balance  in  that  category. 


Category 


Cost-of-living  reviews 
Automated  earnings 

recomputation  reviews 
Cost-of-living  rejects 
Retirement  adjustments 
Last  pre-retirement  employer  work 

deductions 
Cost-of-living  reviews  -  survivor 
Cost-of-living  rejects  -  survivor 
EOP  policing 


FY  1994  RRA  Workload/Backlogs 


Estimated 

Beginning 

balance 

10/01/93 

Receipts 

Total 
workload 

Dispositions 

Ending 
balance 
09/30/94 

Net 

change 

10.561 

2.706 

13.267 

10.025 

3.242 

(7,319) 

7.690 
2,158 
6.015 

1.300 

1.219 

14.500 

8.990 

3.377 

20.515 

7.754 

2.552 

14.515 

1.236 
825 

6,000 

(6.454) 

(1.333) 

(15) 

688 

93 

81 

6.420 

4.507 

1,940 

992 

6.700 

5.195 

2,033 

1,073 

13.120 

4.115 

1,850 

777 

11.459 

1.080 
183 
296 

1.661 

392 
90 
215 
(4.759) 

TOTAL 


33.706 


33,864 


67,570 


53.047 


14.523    (19.183) 
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The  accuracy  of  benefit  payments  and  claims  work  is  also  an  important 
indicator  of  program  performance.  The  objective  is  to  maintain  at  least  the 
current  level  of  payment  and  case  accuracy  while  eliminating  the  claims 
processing  backlogs.  Adjusting  claims  with  longer  retroactivity  adds  to  the 
complexities  and  usually  makes  the  work  more  susceptible  to  errors  compared 
to  claims  processed  on  a  more  current  basis.  In  the  agreement  with  the 
Office  of  Management  and  Budget,  the  RRB  established  the  following  payment 
and  case  accuracy  rate  goals  for  the  period  of  the  improvement  program: 

Payment/Case  Accuracy  Percentages 

Payment  Case 
Category            accuracy  -'                       accuracy  -' 

Post-age  and  service  99.7  76.7 

Post-spouse  99.3  82.9 

Post-widow  99.2  83.1 

1/  Percentage  of  dollars  paid  correctly. 

2/  Percentage  of  cases  paid  correctly  --  without  material  error.  A 
material  error  is  (1)  an  incorrect  payment  of  $5.00  or  more,  (2)  an 
incorrect  payment  of  less  than  $5.00  which  is  more  than  1  percent 
of  the  monthly  annuity  rate,  or  (3)  any  situation  in  which  a 
non-entitled  benefit  is  paid. 

The  RRB  has  met  or  exceeded  each  of  these  accuracy  goals. 

Activity  2.  Debt  collection 

1994  Estimate  1995  Estimate         Change 

Staff  Staff  Staff 

years     Amount ($)       years     Amount ($1       years    Amount  IS) 

4        207,000         4        225,000         ---       +18,000 

In  the  RRB's  long-range  financial  management  plans  and  internal  control 
action  plans,  the  agency  has  recognized  that  improvements  in  its  debt 
collection  program  were  needed.  In  November  1989,  the  RRB  implemented  an 
automated  accounts  receivable  system  to  enhance  debt  collection  capabilities 
by  electronically  generating  billing  notices  and  assessing  interest  and 
penalty  charges.  0MB  also  made  some  additional  suggestions  on  debt 
collection  activities  in  its  draft  management  report.  Areas  where  the  RRB 
is  using  the  additional  resources  to  enhance  debt  collection  activities 
include: 

--  establishing  a  strong  executive  position  reporting  directly  to  the 
RRB  Chief  Financial  Officer  to  coordinate  on  a  full-time  basis  all 
debt  collection  activities  within  the  RRB  and  with  other  Government 
agencies  and  external  organizations,  to  keep  abreast  of  Government 
debt  collection  practices  and  developments,  and  to  initiate  new 
practices,  as  appropriate,  within  the  RRB  (this  position  was  filled 
in  1992); 
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expanding  the  use  of  debt  collection  agencies  and  the  Federal  tax 
refund  offset  program;  and 

working  toward  collecting  debts  by  salary  offset  and  by  offset 
against  other  Federal  payments  where  possible. 


Activity  3.  Fraud  contr 

al 

1994  Estimate 

1995  Estimate 

Staff 

years     Amount (S) 

1        57,000 

Staff 

years     Amount ftt 

1       66,000 

Change 


Staff 

vears    Amount (SI 


+9,000 


The  RRB  is  using  the  additional  resources  to  extend  its  automated  wage 
matching  program  to  additional  States  to  check  on  earnings  by  unemployment 
and  sickness  insurance  and  disability  beneficiaries.  The  RRB  has  signed 
agreements  for  and  has  conducted  State  wage  matches  with  49  states,  the 
District  of  Columbia,  and  Puerto  Rico,  covering  99  percent  of  all  railroad 
employees. 


Activity  4.  Tax  accounting 

1994  Estimate            1995  Estimate 

Chanae 

Staff                 Staff 

vears     Amountm       vears     Amountm 

Staff 

vears    Amount (t) 

25 


1,023,000 


15 


794,000 


-10 


-229,000 


Under  the  Railroad  Retirement  Solvency  Act  of  1983,  all  railroad  retirement 
annuities  became  taxable  beginning  with  tax  year  1984.  Within  a  short  time, 
the  agency  developed  an  entirely  new  system  to  account  for  benefit  payments 
by  tier  component  and  transaction  date.  Although  the  system  was  in  place  In 
time  to  release  tax  statements  in  January  1985,  as  required  by  law,  the 
system  was  not  fully  completed.  While  work  on  the  system  continued, 
subsequent  legislative  changes  enacted  in  1986  and  1988  required  extensive 
revisions  to  the  agency's  partially  developed  tax  system. 
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Four  internal  quality  assurance  reports  issued  in  late  1988  and  1989 
documented  significant  problems  with  the  tax  accounting  system.  Steps  were 
begun  immediately  to  improve  the  accuracy,  quality,  and  timeliness  of  tax 
statements.  However,  to  fully  implement  the  improvement  program  and  bring 
tax  accounting  into  full  compliance  with  applicable  laws  and  regulations, 
additional  resources  were  required.  The  RRB  is  using  the  additional 
resources  to  reduce  the  backlog  of  individual  record  corrections  and  to 
issue  corrected  tax  statements  (and  maintain  balances  at  normal  workload 
levels)  and  to  implement  improved  system  controls. 

Activity  5.  Trust  fund  integrity 

1994  Estimate  1995  Estimate         Change 

Staff  Staff  Staff 

years     Amount ($1       years     Amount ($1       years    Amount ($) 

2        79,000  2        79,000 

The  Internal  Revenue  Service  (IRS)  is  responsible  for  the  collection  of 
railroad  retirement  taxes.  The  Financial  Management  Service  of  the  Treasury 
is  then  responsible  for  depositing  these  taxes  into  accounts  it  maintains 
for  the  RRB. 

To  help  ensure  that  the  correct  amount  of  taxes  is  credited  to  the  RRB 
accounts,  the  RRB  performs  a  number  of  verification  checks  that  have 
identified  over  $154  million  of  additional  funds  that  should  have  been  (and 
subsequently  were)  deposited  in  the  retirement  trust  funds  for  fiscal  years 
1989  and  1990.  The  RRB  verification  checks  are  based  on  information 
received  from  the  IRS  for  large  railroad  employers  paying  taxes  by  wire 
transfer.  Such  payments  represent  about  96  percent  of  total  railroad 
retirement  tax  deposits. 

For  several  years,  the  RRB  has  been  actively  working  with  the  IRS  to 
establish  procedures  to  obtain  more  complete  information  to  better  reconcile 
tax  deposits.  In  its  December  1989  report  on  its  program  to  review  and 
improve  internal  controls,  the  RRB  noted  a  material  weakness  regarding  the 
lack  of  sufficient  information  being  received  from  the  IRS  to  allow  the  RRB 
to  verify  the  accuracy  of  railroad  retirement  payroll  tax  deposits.  0MB,  in 
its  management  report  on  the  RRB,  also  suggested  that  the  RRB  obtain 
additional  information  from  the  IRS  to  fully  reconcile  the  railroad 
retirement  trust  funds  to  ensure  that  all  tax  receipts  are  collected  and  are 
being  credited  in  a  timely  manner  to  the  proper  trust  fund.  0MB  also 
suggested  that  the  RRB  complete  reconciliations  involving  comparisons  of 
compensation  reported  to  the  RRB  for  benefit  purposes  with  compensation 
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reported  to  the  IRS  for  tax  purposes  at  least  1  year  before  the  statute  of 
limitations  runs  out. 

At  the  RRB's  request,  the  IRS  will  begin  to  use  the  Automated  Clearing  House 
(ACH)  system  in  February  1994,  to  collect  railroad  retirement  taxes 
electronically.  Such  a  system  will  provide  the  RRB  with  the  detailed 
information  needed  to  reconcile  deposits  to  the  RRB  accounts  and  will 
increase  trust  fund  earnings  by  speeding  the  deposit  of  funds  into  our 
accounts.  The  IRS  has  scheduled  1994  for  full  scale  implementation.  With 
the  additional  information  and  additional  staff  to  be  provided,  the  RRB  will 
expand  and  accelerate  the  reconciliation  process  for  the  $4.1  billion  in 
taxes  collected  annually  for  the  retirement  trust  funds.  The  RRB  has 
completed  annual  reconciliations  of  compensation  reported  on  wage  records 
against  compensation  reported  on  tax  returns  1  year  before  the  expiration  of 
the  statute  of  limitations  starting  with  the  1990  tax  returns  and  wage 
records  received  by  the  RRB  in  mid -1991.  Also,  the  RRB  will  perform  a  near 
100  percent  reconciliation  of  actual  tax  deposits  with  Treasury  records 
within  3  months  after  the  IRS  provides  detailed  information  through  the  ACH 
system. 

Activity  6.  Information  systems 

1994  Estimate  1995  Estimate         Change 

Staff  Staff  Staff 

years     Amount ($)       years     Amount ($)       vears    Amount ($) 

5        210,000         5        264,000         ---      +54,000 

As  part  of  its  agreement  with  0MB,  the  RRB  was  provided  with  additional 
FTE's  in  fiscal  years  1992  through  1996  to  develop  and  implement  a  work 
measurement  system  for  its  field  service.  This  system,  based  on  a  system 
used  by  the  Social  Security  Administration,  measures  the  time  it  takes  to 
complete  major  field  service  workloads  and  will  be  valid  at  the  regional  and 
national  levels.  In  fiscal  years  1991  through  1993,  the  work  measurement 
system  was  researched,  designed,  tested  and  piloted.  By  the  end  of  fiscal 
year  1993,  data  collection  for  the  system  was  implemented  in  all  five  field 
regions.  In  fiscal  year  1994,  work  measurement  data  from  all  field  offices 
is  being  accumulated,  processed  and  the  results  analyzed.  Valid  national 
unit  times  have  been  produced  as  of  the  end  of  the  first  quarter. 

In  fiscal  year  1993,  the  RRB  implemented  a  mainframe  software  package  to 
automate  the  paper-based  procedure  manuals  which  contain  theory,  policy, 
instructions,  and  other  information  used  throughout  the  agency.  This  system 
will  provide  automated  procedure  creation,  updating,  distribution  and 
Inquiry  capabilities  through  the  terminal  network  already  in  place. 
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JUSTIFICATION  OF  ESTIMATES 
DUAL  BENEFITS  PAYMENTS  ACCOUNT 

Proposed  Appropriation  Language 

Dual  Benefits  Payments  Account 

For  payment  to  the  Dual  Benefits  Payments  Account,  authorized  under 
section  15(d)  of  the  Railroad  Retirement  Act  of  1974  [$277,000,000] 
$261,000,000,   which  shall  include  amounts  becoming  available  in  fiscal  year 
[1994]  1995   pursuant  to  section  224(c)(1)(B)  of  Public  Law  98-76;  and  in 
addition,  an  amount,  not  to  exceed  2  percent  of  the  amount  provided  herein, 
shall  be  available  proportional  to  the  amount  by  which  the  product  of 
recipients  and  the  average  benefit  received  exceeds  [$277,000,000] 
$261,000,000:     Provided,   That  the  total  amount  provided  herein  shall  be 
credited  in  12  approximately  equal  amounts  on  the  first  day  of  each  month  in 
the  fiscal  year.  (Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1994.) 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 

For  payment  to  the  Dual  Benefits 
Payments  Account,  authorized  under 
section  15(d)  of  the  Railroad 
Retirement  Act  of  1974 
[$277,000,000]  $261,000,000,   which 
shall  include  amounts  becoming 
available  in  fiscal  year  [1994] 
1995   pursuant  to  section 
224(c)(1)(B)  of  Public 
Law  98-76;  and  in  addition,  an 
amount,  not  to  exceed  2  percent  of 
the  amount  provided  herein,  shall 
be  available  proportional  to  the 
amount  by  which  the  product  of 
recipients  and  the  average  benefit 
received  exceeds  [$277,000,000] 
$261,000,000:... 


Explanation 


The  proposed  appropriation  language 
provides  $261,000,000  for  payment  of 
vested  dual  (windfall)  benefits. 
Section  224  provides  for  taxation  of 
these  benefits.  Of  the 
$261,000,000,  it  is  estimated  that 
$19  million  will  be  derived  from 
income  tax  revenues  as  provided  by 
Section  224(c)(1)(B)  of  Public  Law 
98-76.  Also,  an  additional  reserve 
amount  not  to  exceed  $5,220,000 
($261,000,000  X  2%)  will  be  made 
available  only  if  the  product  of 
recipients  and  the  average  benefit 
received  exceeds  the  product 
anticipated  in  the  budget  estimates. 


.. .Provided,   That  the  total  amount 
provided  herein  shall  be  credited 
in  12  approximately  equal  amounts 
on  the  first  day  of  each  month  in 
the  fiscal  year. 


The  monies  provided  to  the  Dual 
Benefits  Payments  Account  are  to  be 
made  available  to  the  account  on  a 
monthly  basis  in  12  approximately 
equal  amounts. 
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Authorizing  Legislation 


1994 1995 

Appropriation 
Legislation  Authorized   Appropriation    Authorized     request 

Railroad  Retirement  Act  of  1974  as  amended: 
Sections  15(d)(1).  7(c)(1).  and  15(0(2) 
Dual  Benefits  Payments  Indefinite    $277,000,000    Indefinite    $261,000,000 

Section  15(d)(1): 

"There  is  hereby  created  an  account  in  the  Treasury  of  the 
United  States  to  be  known  as  the  Dual  Benefits  Payments 
Account.  There  is  hereby  authorized  to  be  appropriated  to 
such  account  for  each  fiscal  year  beginning  with  the  fiscal 
year  ending  September  30,  1982,  such  sums  as  are  necessary 
to  pay  during  such  fiscal  year  the  amounts  of  annuities 
estimated  by  the  Board  to  be  paid  under  sections  3(h),  4(e), 
and  4(h)  of  this  Act  and  under  sections  204(a)(3), 
204(a)(4),  206(3),  and  207(3)  of  Public  Law  93-445." 

Section  7(c)(1): 

"In  any  fiscal  year,  the  total  amounts  paid  under  such 
sections  shall  not  exceed  the  total  sums  appropriated  to  the 
Dual  Benefits  Payments  Account  for  that  fiscal  year." 

Section  15(i)(2): 

"The  Secretary  of  the  Treasury  shall,  on  a  monthly  basis, 
credit  each  account  established  in  the  Treasury  for  the 
payment  of  benefits  under  this  Act  for  the  proportionate 
amount  of  benefit  checks  (including  interest  thereon)  drawn 
on  each  such  Account  more  than  six  months  previously  but  not 
presented  for  payment  and  not  previously  credited  to  such 
Account,  to  the  extent  provided  in  advance  in  appropriation 
Acts." 
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Appropriations  History  Table 


Dual  Benefits  Payment 

s  Account 

Appropriation/ 

Budget  estimate 

House 

Senate 

continuing 

Year 

to  the  Conaress 

allowance 

allowance 

resolution 

1985 

$405,000,000 

$405,000,000 

$405,000,000 

$405,000,000 

1986 

$392,000,000 

$392,000,000 

$392,000,000 

$375,144,000  a/ 

1987 

$351,880,000 

$380,000,000 

$380,000,000 

$380,000,000 

1988 

$276,000,000 

$368,000,000 

$368,000,000 

$352,323,000  b/ 

1989 

$336,185,000 

$355,000,000 

$355,000,000 

$350,740,000  c/ 

1990 

$333,000,000 

$340,000,000 

$340,000,000 

$340,000,000  d/ 

1991 

$321,000,000 

$328,000,000 

$335,000,000 

$326,927,000  e/ 

1992 

$315,000,000 

$315,000,000  f/ 

$319,100,000  g/ 

$319,100,000  g/ 

1993 

$297,000,000 

$294,030,000  h> 

$294,030,000  h/ 

$294,030,000  h/ 

1994 

$277,000,000h/ 

$277,000,000  h/ 

$277,000,000  h/ 

$277,000,000  h/ 

1995 

$261,000,0001/ 

a/  Represents  the  full  appropriation  amount  of  $392,000,000  less  the 
sequestered  amount  of  $16,856,000. 

b/  Represents  the  House  and  Senate  allowance  amount  of  $368,000,000  less  a 
4.26  percent  reduction  ($15,677,000)  called  for  in  the  full-year 
continuing  resolution  for  fiscal  year  1988  (Public  Law  100-202). 

c/  Represents  the  House  and  Senate  conference  allowance  of  $355,000,000 
less  a  1.2  percent  reduction  ($4,260,000)  mandated  by  the  fiscal  year 
1989  appropriations  act  (Public  Law  100-436).  Of  the  $350,740,000,  an 
estimated  $26,000,000  was  funded  by  income  taxes  on  vested  dual 
(windfall)  benefits  and  the  remainder  ($324,740,000)  by  general 
revenues. 

d/  Of  the  $340,000,000,  $19,000,000  was  funded  by  income  taxes  on  vested 
dual  (windfall)  benefits  and  the  remainder  ($321,000,000)  by  general 
revenues. 

e/  Represents  the  full  appropriation  amount  of  $335,000,000  less  a 

2.41  percent  reduction  ($8,073,000)  called  for  by  the  fiscal  year  1991 
appropriations  act  (Public  Law  101-517).  Of  the  $326,927,000,  an 
estimated  $16,000,000  (net  of  an  adjustment  for  the  calendar  year  1988 
income  tax  reconciliation)  was  funded  by  income  taxes  on  vested  dual 
(windfall)  benefits  and  the  remainder  ($310,927,000)  by  general 
revenues.  Public  Law  101-517  also  provided  that  the  amount  made 
available  for  benefits  ($326,927,000)  "shall  be  immediately  credited  to 
the  account"  in  order  to  earn  interest  in  fiscal  year  1991  (an 
estimated  $9,686,000)  which  "shall  be  available  for  payments  through 
September  30,  1991." 

£/  Specified  that  the  amount  made  available  would  be  credited  to  the 
account  immediately  in  order  to  earn  interest. 

g/  Specified  that  the  amount  made  available  would  be  credited  to  the 
account  on  a  monthly  basis  in  12  approximately  equal  amounts. 

h/  In  addition,  an  amount  not  to  exceed  2  percent  of  the  appropriation 

amount  shall  become  available  proportional  to  the  amount  by  which  the 

product  of  recipients  and  the  average  benefit  received  exceeds  the 
appropriation  amount. 

\J    The  proposed  appropriation  language  also  provides  that  an  additional 
amount  not  to  exceed  2  percent  of  $261,000,000  shall  become  available 
proportional  to  the  amount  by  which  the  product  of  recipients  and  the 
average  benefit  received  exceeds  $261,000,000. 
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The  proposed  appropriation  language  calls  for  funding  from  the  following 
source. 


Budget 
Funding  sources authority  a/ 

General  revenue  $261,000,000 

[Of  the  $261,000,000  to  be 
funded  from  general  revenue, 
$19,000,000  is  expected  from 
income  taxes  on  vested  dual 
(windfall)  benefits.] 


a/  The  proposed  appropriation  language  provides  that  "***  an 
amount,  not  to  exceed  2  percent  of  the  amount  provided 
herein,  shall  be  available  proportional  to  the  amount  by 
which  the  product  of  recipients  and  the  average  benefit 
received  exceeds  $261,000,000***." 
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Dual  Benefits  Payments  Account 
Amounts  Available  for  Obligation 


Fiscal  year     Fiscal  year     Fiscal  year 

1993  1994  1995 

actual        estimate       estimate 

Appropriation  (general 

funds  of  the  Treasury)       $294,030,000    $277,000,000    $261,000,000 

Plus: 

Transfer  from  other  accounts 
(Federal  payments  to  the 


Railroad  Retirement  Accounts) 

6.000 

1/ 

10.000 

10.000 

Subtotal 

$294,036,000 

$277,010,000 

$261,010,000 

Less: 

Unobligated  balance 

4.881.000 

0 

0 

Total  obligations  (payments 
to  beneficiaries) 

$289,155,000 

$277,010,000 

$261,010,000 

a/  This  amount  represents  this  account's  share  of  the  uncashed  checks  carry- 
forward balance  to  fiscal  year  1993. 
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Explanation  of  1995  Reouest 


This  is  the  20th  request  for  appropriations  authorized  by  the  Railroad 
Retirement  Act  of  1974  to  fund  vested  dual  (windfall)  benefits  received  by 
railroad  retirees  who,  under  prior  law,  would  become  covered  by  both  the 
railroad  retirement  system  and  the  social  security  system  because  railroad 
retirement  was  not  fully  coordinated  with  social  security  from  1937  to  1974. 

Under  laws  in  effect  prior  to  1975,  a  worker  engaging  in  covered  employment 
under  both  the  Railroad  Retirement  Act  and  Social  Security  Act  could,  under 
certain  conditions,  receive  benefits  separately  under  both  acts.  Due  to  the 
weighted  nature  of  the  social  security  benefit  formula,  such  "dual 
beneficiaries"  received  more  in  total  benefits  than  if  all  their  work  had  been 
in  the  railroad  industry.  Dual  benefits  were  a  cost  to  the  railroad 
retirement  system  because  the  social  security  benefits  paid  to  railroad 
retirees  were  deducted  from  the  financial  interchange  with  the  social  security 
system.  By  the  mid-1970's,  costs  to  the  railroad  retirement  system  for  these 
benefits  exceeded  $450  million  a  year  and  were  a  severe  financial  drain  on  the 
system. 

The  Railroad  Retirement  Act  of  1974  provided  for  the  phase-out  of  dual 
benefits  by  revising  the  benefit  formulas  and  coordinating  payments  to  remove 
duplications.  It  also  provided  for  a  vested  dual  benefit  to  continue  payment 
to  annuitants  who  were  qualified  for  benefits  under  both  programs  before  1975 
and  met  certain  other  requirements. 

Funding  provisions  of  the  1974  Act  proved  inadequate,  as  inflation  and  adverse 
court  decisions  increased  the  costs  of  vested  dual  benefits.  Also,  the  1974 
Act  did  not  provide  for  a  reduction  in  these  benefits  if  the  Railroad 
Retirement  Account  funded  the  difference  between  the  appropriation  and  the 
benefit  payments. 

The  Omnibus  Budget  Reconciliation  Act  of  1981  amended  the  Railroad  Retirement 
Act  of  1974  to  limit  vested  dual  benefits  to  the  amounts  actually  appropriated 
and  precluded  certain  annuitants  from  future  eligibility.  A  separate  account 
was  established  for  the  payment  of  these  benefits,  and  the  general  fund 
appropriations  are  made  to  that  account.  Starting  in  fiscal  year  1982,  if  the 
general  fund  appropriation  is  less  than  required  in  any  year  to  pay  full 
benefits,  the  RRB  must  reduce  (on  a  pro  rata  basis)  all  individual  vested  dual 
benefit  payments  so  that  the  total  appropriation  is  not  exceeded. 

For  fiscal  year  1994,  the  appropriation  act  has  provided  $277,000,000  to  fund 
vested  dual  benefits.  It  is  estimated  that  $17,000,000  will  be  derived  from 
income  taxes  on  these  benefits  and  the  remainder  from  general  revenues.  This 
amount  is  to  be  credited  to  the  account  in  12  approximately  equal  amounts  on 
the  first  day  of  each  month  during  the  fiscal  year. 

The  fiscal  year  1995  appropriation  language  also  provides  for  12  monthly 
payments  to  this  account  from  general  revenues  and  specifies  that  $261,000,000 
be  appropriated  for  benefits.  In  addition,  the  proposed  language  provides 
that  an  additional  amount  not  to  exceed  2  percent  of  the  $261,000,000 
appropriated  --  or  up  to  $5,220,000  --  shall  be  available  proportional  to  the 
amount  by  which  the  product  of  recipients  and  the  average  benefit  received 
exceeds  that  same  product  anticipated  in  the  budget  estimates. 
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JUSTIFICATION  OF  ESTIMATES 
FEDERAL  PAYMENTS  TO  THE  RAILROAD  RETIREMENT  ACCOUNTS 

Proposed  Appropriation  Language 

Federal  Payments  to  the  Railroad  Retirement  Accounts 


For  payment  to  the  accounts  established  in  the  Treasury  for  the  payment 
of  benefits  under  the  Railroad  Retirement  Act  for  interest  earned  on 
unnegotiated  checks,  $300,000,   to  remain  available  through 
September  30,  [1995]  1996,   which  shall  be  the  maximum  amount  available  for 
payment  pursuant  to  section  417  of  Public  Law  98-76.  (Departments  of  Labor, 
Health  and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,   1994.) 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 


Explanation 


For  payment  to  the  accounts 
established  in  the  Treasury  for 
the  payment  of  benefits  under  the 
Railroad  Retirement  Act  for 
interest  earned  on  unnegotiated 
checks,  $300,000,   to 
remain  available  through 
September  30,  [1995]  1996,   which 
shall  be  the  maximum  amount 
available  for  payment 
pursuant  to  section  417  of 
Public  Law  98-76. 


Section  417  of  Public  Law  98-76 
(Railroad  Retirement  Solvency  Act  of 
1983)  amended  the  Railroad 
Retirement  Act  of  1974  to  provide 
for  monthly  transfers  from  the 
Treasury  of  amounts  for  benefit 
checks  drawn  6  months  earlier  and 
not  presented  for  payment. 

Beginning  in  fiscal  year  1991,  the 
RRB  no  longer  received  credits  to 
this  account  for  the  principal 
amount  of  uncashed  railroad 
retirement  checks  under  provisions 
of  the  Competitive  Equality  Banking 
Act  of  1987.  Instead,  such  funds, 
which  are  appropriated  to  the 
Treasury,  are  to  be  transferred 
directly  to  the  railroad  retirement 
accounts  and  the  Dual  Benefits 
Payments  Account.  As  a  result,  the 
RRB  is  no  longer  required  to  seek 
prior  appropriation  authority  for 
the  principal  amount  of  the  uncashed 
check  transfers.  Interest  on 
uncashed  railroad  retirement  checks, 
however,  must  still  be  appropriated 
in  advance  to  this  account. 
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Authorizing  Legislation 


1994 


1995 


Appropriation 

Authorized   Appropriation    Authorized     request 


Indefinite 


$300,000 


Indefinite 


Legislation 

Railroad  Retirement  Solvency  Act  of  1983 
Section  417 

Competitive  Equality  Banking  Act  of  1987 
Section  1003 

Railroad  Retirement  Act  of  1974,  as  amended: 
Section  15(i)(2) 


"The  Secretary  of  the  Treasury  shall,  on  a  monthly 
basis,  credit  each  account  established  in  the  Treasury 
for  the  payment  of  benefits  under  this  Act  for  the 
proportionate  amount  of  benefit  checks  (including 
interest  thereon)  drawn  on  each  such  Account  more  than 
six  months  previously  but  not  presented  for  payment  and 
not  previously  credited  to  such  Account,  to  the  extent 
provided  in  advance  in  appropriation  Acts." 


$300,000 


Appropriations  History  Table 


Fiscal 

Budget  estimate 

House 

Senate 

vear 

to  the  Congress 

allowance 

allowance 

ADDropriation 

1985 

$15,000,000 

$15,000,000 

$15,000,000 

$15,000,000 

1986 

$  2,200,000 

$  2,200,000 

$  2,200,000 

$  2,200,000 

1987 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1988 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1989 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1990 

$        0 

0 

0 

0 

1991 

$   100,000 

$   100,000 

$   400,000 

$   400,000 

1992 

$   400,000 

$   400,000 

$   400,000 

$   400,000 

1993 

$   100,000 

$   100,000 

$   100,000 

$   100,000  i 

1994 

$   300,000 

$   300,000 

$   300,000 

$   300,000 

1995 

$   300,000 

a/  Available  only  for  fiscal  year  1993;  amounts  appropriated  in  other 
years  available  for  2  years. 
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Federal  Payments  to  the  Railroad  Retirement  Accounts 
I  Appropriations  for  Uncashed  Checks ) 

Amounts  Available  for  Obligation 


Fiscal  year 
1993 
actual 


Fiscal  year 

1994 
estimate 


Fiscal  year 

1995 
estimate 


Appropriation 

$100,000 

$300,000 

$300,000 

Plus: 

Unobligated  balance, 
start  of  year 

385.000 

0 

0 

Subtotal 

$485,000 

$300,000 

$300,000 

Lessor 

Transfer  to  other 
accounts  (Dual  Benefits 
Payments  Account) 

6,000 

10,000 

10,000 

Unobligated  balance, 
end  of  year 

352.000 

0 

0 

Total  obligations 

$127.p00 

$290,000 

$290,000 
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Explanation  of  1995  Request 

Prior  to  enactment  of  Section  417  of  the  Railroad  Retirement  Solvency  Act  of 
1983,  amounts  for  uncashed  benefit  checks  were  not  credited  to  the  Railroad 
Retirement  Accounts.  Section  417  provided  a  two-part  process  for  recovering 
unnegotiated  benefit  check  amounts.  The  first  part,  represented  by  the  1985 
appropriation  request,  was  a  catch-up  mechanism  to  credit  the  accounts  with 
the  amount  of  all  uncashed  checks  issued  prior  to  May  1985,  that  the  Treasury 
and  the  RRB  could  jointly  identify  from  accounting  records.  The  amount  agreed 
upon  and  appropriated  in  1985  was  $15  million  and  was  to  remain  available 
through  September  30,  1986. 

The  second  part  of  the  process  went  into  effect  for  checks  issued  on  and  after 
May  1,  1985.  From  that  date,  on  a  monthly  basis,  the  Treasury  transferred  to 
the  account  amounts  represented  by  checks  drawn  6  months  earlier  and  not 
presented  for  payment.  These  amounts  were  provided  for,  in  advance,  in 
appropriation  acts.  For  fiscal  year  1991  and  thereafter,  the  RRB  is  to  seek 
appropriation  authority  only  for  the  interest  earned  on  unnegotiated  checks. 
Under  provisions  of  the  Competitive  Equality  Banking  Act  of  1987,  the 
principal  amount  of  uncashed  railroad  retirement  checks  is  to  be  appropriated 
to  the  Treasury,  which  in  turn  shall  transfer  such  amounts  directly  to  the 
appropriate  RRB  accounts. 

The  appropriation  proposed  for  fiscal  year  1995  provides  that  funds  would  be 
available  for  2  years  --  or  through  September  30,  1996. 
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Automation  Activities  for  the  Railroad 
Retirement  Benefit  Program 

I.    Background 

The  RRB  is  currently  following  a  multifaceted,  incremental  approach  for 
the  automation  of  railroad  retirement  claims  processing.  This  approach, 
adopted  in  January  1988,  calls  for  the  gradual  modernization  of  existing 
systems,  through  a  series  of  specific  initiatives  outlined  in  a 
comprehensive  long-term  automation  plan.  The  original  plan,  developed 
by  an  in-house  Automation  Planning  Group  (APG)  in  1988,  detailed  23 
distinct  retirement  claims  improvement  projects. 

During  1989,  resources  were  shifted  from  the  retirement  automation 
program  to  critically  needed  changes  and  corrections  in  the  retirement 
taxation  accounting  system.  This  resulted  in  many  improvements,  but  the 
need  for  additional  work  in  the  taxation  area  was  also  identified. 

In  October  1989,  the  APG  reconvened  to  develop  a  revised  plan  which 
incorporated  needed  taxation  improvements  and  prioritized  these 
initiatives  with  the  remaining  retirement  automation  initiatives.  The 
updated  plan  (referred  to  as  the  "APG-2"  plan)  was  completed  in  December 
1989.  It  identified  several  specific  taxation  and  retirement  systems 
initiatives  to  be  developed  as  soon  as  possible.  It  also  called  for  the 
separate  development  of  a  long-range  plan  for  taxation  improvements, 
based  on  a  more  in-depth  study  of  the  problems  and  requirements  in  that 
area. 

In  September  1991,  after  a  6-month  study  effort,  a  special  planning  task 
force  issued  the  Long-Range  Plan  for  Taxation  Processing.  This  plan, 
which  will  be  incorporated  into  the  RRB's  future  automation  plans, 
identifies  and  recommends  over  20  additional  system  improvements  for  the 
taxation  program,  to  be  scheduled  over  a  5-year  period.  These 
initiatives,  like  the  retirement  claims  initiatives  previously 
identified,  are  also  based  on  incremental,  phased  improvements.  They 
involve  a  combination  of  microcomputer  and  mainframe  computer  solutions 
and  are  intended  to  automate  and  streamline  many  existing  manual 
processes,  thus  improving  the  efficiency  and  effectiveness  of  the 
overall  operation. 

II.   Accomplishments  During  1992  and  1993 

During  this  period,  several  taxation  initiatives  were  completed, 
including: 

A  new  system,  which  performs  front-end  edits  on  certain 
retirement  claims  activity  in  order  to  improve  the  accuracy 
of  the  data  that  enters  the  taxation  system,  became 
operational  in  May  1992. 

Program  modifications  were  made  during  early  1992  to  provide 
for  archiving  certain  inactive  taxation  records.  This 
initiative  freed  up  costly  direct  access  storage  space  and 
improved  the  operation  of  the  taxation  system. 
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A  new  taxation  database  correction  system,  which  provides 
on-line  editing  capability  and  management  information,  was 
completed  in  August  1992. 

A  test  facility  which  uses  off-the-shelf  software  packages, 
was  acquired  to  improve  the  cumbersome  process  of  testing 
new  or  revised  systems  and  programs.  Originally  intended 
for  use  with  the  taxation  system,  the  concept  has  been 
expanded  to  include  other  systems.  The  software  for  the  new 
facility  was  procured  from  fiscal  year  1992  funds  and  was 
operational  in  August  1992. 

Elimination  of  pension  contribution  recovery  processing 
under  the  General  Rule  provision  of  the  Internal  Revenue 
Code  represents  a  major  simplification  in  the  RRB's  taxation 
processing.  This  initiative  resulted  in  more  accurate 
reporting  of  contributory  benefits.  The  changes  were 
incorporated  into  the  tax  statements  released  in  January 
1993. 

A  new  system  to  make  available  more  accurate  Social  Security 
Equivalent  Benefit  (SSEB)  PIA's  was  implemented  in  September 
1993. 

A  new  on-line  system  was  developed  to  increase  the 
efficiency  of  the  SSEB  calculation  process  during  fiscal 
year  1993. 

New  automated  processing  was  developed  during  fiscal  year 
1993  to  ensure  that  one-payment-only  awards  are  posted 
correctly  and  timely  to  the  taxation  database.  This 
initiative  also  ensured  that  taxes  are  withheld  as  needed 
from  these  payments. 

During  this  period,  the  following  advances  in  retirement  claims 
automation  have  also  been  made: 

A  retirement  calculation  and  payment  system,  involving  the 
automation  of  certain  manual  initial  and  post-entitlement 
activity  for  employee  annuitants,  was  completed  in  November 
1992. 

During  fiscal  year  1993,  the  RRB  began  using  software  to 
automatically  add  ZIP+4  address  information  to  all  computer- 
produced  mailings.  ZIP+4  provides  better  service  to  the 
railroad  community  and  reduced  postage  costs  through  the 
utilization  of  discounts.  The  packages  also  verify  and 
standardize  address  formats  and  can  eventually  add  bar 
coding  for  additional  levels  of  postal  discounts. 

In  March  1993,  a  new  system  was  implemented  to  modernize  the 
manual  handling  of  certain  overpayment  cases,  including 
automating  the  overpayment  recovery  process  and  the 
restoration  of  the  annuity  to  its  full  amount  when  the 
overpayment  has  been  recovered. 
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In  April  1993,  the  RRB  implemented  a  mainframe  software 
package  to  automate  the  paper-based  procedure  manuals  which 
contain  theory,  policy,  instructions,  and  other  information 
used  throughout  the  agency.  This  system  will  provide 
automated  procedure  creation,  updating,  distribution  and 
inquiry  capabilities  through  the  terminal  network  already  in 
place. 

A  project  to  develop  an  integrated  database,  which  will 
eventually  house  all  retirement  claims  data,  was  completed 
in  September  1993. 

III.  Current  Initiatives 

Work  is  continuing  on  all  aspects  of  the  retirement  claims  automation 
program.  The  status  of  the  current  initiatives  underway  at  this  time  is 
listed  below: 

Payment.  Rate  and  Entitlement  History.  A  functional 
database  system  containing  historical  records  of  individual 
annuity  payments,  rates  and  entitlement  is  being  developed. 
This  long-term  project  is  expected  to  be  developed  in  phases 
over  a  3-year  period.  The  first  two  phases  were  completed 
in  August  1992,  and  July  1993,  respectively.  The  final 
phase  is  currently  under  development. 

Retirement  Calculation  and  Payment  System.  This  initiative, 
involving  the  automation  of  certain  manual  initial  and  post 
entitlement  activity  for  spouse  annuitants,  is  scheduled  for 
completion  during  fiscal  year  1994. 

Survivor  Payment  System.  This  initiative,  involving  the 
automation  of  initial  and  post  survivor  awards,  is  scheduled 
for  completion  during  fiscal  year  1994. 

Taxation  Improvements.  The  remaining  taxation  improvement 
initiatives  are  scheduled  for  development  and  implementation 
through  fiscal  year  1996.  Several  of  these  initiatives  are 
scheduled  for  completion  during  fiscal  year  1994. 

Social  Security  On-Line  Automation.  This  initiative  will 
automate  the  manual  handling  currently  required  in  certain 
social  security  transactions  which  are  certified  to  the  RRB 
for  payment.  It  is  scheduled  for  completion  in  fiscal  year 
1994. 
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Automation  Activities  for  the  Railroad 
Unemployment  and  Sickness  Insurance  Program 


Background 


The  railroad  unemployment  and  sickness  insurance  program  which  is 
provided  under  the  Railroad  Unemployment  Insurance  Act  (RUIA)  operates 
in  a  highly  automated  environment.  Major  systems  include  a  daily  claims 
processing  system,  a  payment  system,  an  on-line  system  for  data  entry  of 
unemployment  and  sickness  applications  and  claims,  a  national  central 
register  of  unemployed  railroad  workers  and  an  experience  rating  system. 
Computer  matching  programs  are  conducted  on  a  regular  basis  with  States 
representing  approximately  99  percent  of  all  active  RUIA  claimants  to 
detect  conflicting  days  of  non-railroad  employment  or  receipt  of  State 
unemployment  benefits.  Electronic  prepayment  claims  verification  1s 
conducted  with  eight  major  railroad  employers,  representing  66  percent 
of  all  RUIA  claimants,  allowing  for  early  detection  of  potentially 
erroneous  or  fraudulent  claims. 

II.  Accomplishments  During  1993 

Major  improvements  in  automating  RUIA  activities  during  fiscal  year  1993 
include  the  following: 

Unemployment  payment  control  -  System  enhancements  were 
implemented  which  provide  for  partial  offset  of  benefits 
against  a  claimant's  debt. 

Computer  matching  programs  -  The  number  of  active  computer 
matching  programs  with  State  agencies  was  increased  to  49 
States,  the  District  of  Columbia,  and  Puerto  Rico  during  the 
fiscal  year,  bringing  the  percentage  of  railroad  employees 
covered  by  such  programs  to  99  percent.  These  matching 
programs  are  used  by  the  RRB  to  detect  non-railroad 
employment  or  the  receipt  of  State  unemployment  benefits  on 
days  claimed  as  days  of  unemployment  or  sickness  under  the 
RUIA. 

Amendments  -  Revisions  to  the  Daily  RUIA  Claims  Processing 
System  were  implemented  due  to  Title  V  of  the  Emergency 
Unemployment  Compensation  Act  (PL  102-164),  enacted  in 
November  1991  and  subsequently  amended  in  February  and  July 
1992,  and  March  and  November  1993.  This  Act  established  "a 
period  of  high  unemployment"  from  November  17,  1991  through 
February  5,  1994,  and  provided  extended  unemployment 
benefits  for  railroad  employees  not  previously  qualified  for 
such  benefits.  It  also  provided  additional  extended 
unemployment  benefits  to  employees  previously  receiving  such 
benefits. 

Automated  folder  control  -  Use  of  an  on-line  folder  control 
system  to  track  RUIA  claimant  files  was  implemented.  The 
system,  which  is  similar  to  the  automated  folder  control 
system  used  for  retirement  claim  files,  is  used  to  track 
folder  location  by  means  of  scanning  a  bar  code  on  the 
folder  to  record  movement. 
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Enhancements  to  the  folder  control  system  that  will  ease 
maintenance  and  provide  more  on-line  case  history 
information  will  be  Completed  in  early  1994. 

Image  processing  -  A  PC-based  image  processing  system  was 
implemented  to  assist  in  the  processing  of  sickness 
applications  and  medical  statements.  Approximately  75,000 
such  documents  are  received  each  year.  The  imaging  system 
is  used  to  control  the  receipt  and  assignment  of  documents 
for  adjudication  and  processing,  and  to  store  and  retrieve 
document  images. 

Seven  work  stations  were  originally  used  in  conjunction  with 
the  imaging  system.  This  was  expanded  to  13  work  stations 
in  January  1994.  Image  processing  of  work  items  other  than 
sickness  applications  and  medical  statements  will  be  studied 
in  1994. 


III.  Current  Initiatives 

The  following  initiatives  will  be  completed  in  fiscal  year  1994. 

Unemployment  payment  control  -  The  first  phase  of  this 
system  was  implemented  in  fiscal  year  1991  and  enhanced  in 
1993  to  provide  partial  offset  of  benefits  against  a 
claimant's  debt.  Completion  of  the  final  phase  to  allow 
direct  deposit  of  benefit  payments  is  scheduled  for  fiscal 
year  1994. 

Create  daily  benefit  rate/qualifying  compensation  tables  - 
This  initiative  involves  revising  the  Daily  RUIA  Claims 
Processing  System  to  create  tables  to  maintain  maximum  daily 
benefit  rates  and  qualifying  compensation  amounts. 
Currently,  when  these  amounts  change  at  the  beginning  of  the 
general  benefit  year,  extensive  computer  program  revisions 
are  required  to  add  the  new  values,  which  are  hard-coded  in 
the  system.  This  initiative,  which  is  scheduled  to  be 
completed  by  June  30,  1994,  will  provide  user-updated 
tables,  which  can  be  changed  without  revising  computer 
programs. 
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Replace  current  input  mechanisms  with  an  on-line  data  entry 
system  -  This  initiative  includes  converting  all  input 
transactions  for  the  Daily  RUIA  Claims  Processing  System  to 
on-line  data  entry  through  the  Railroad  Unemployment  Claims 
System  (RUCS).  The  enhancements  will  eliminate  contractor 
keying  of  documents  and  provide  better  internal  controls. 

Work  on  this  initiative  began  in  January  1993,  and  is 
scheduled  to  be  completed  in  March  1994. 

In  addition,  work  on  several  initiatives  identified  in  the  Unemployment 
and  Sickness  Insurance  Processing  Modernization  Plan,  is  scheduled  to 
begin  or  continue  in  the  current  fiscal  year: 

Convert  the  master  and  clearance  files  to  a  database  -  Under 
this  initiative,  the  master  and  clearance  files,  which 
contain  data  about  the  payment  of  RUIA  benefits  to  railroad 
employees,  will  be  converted  from  tape  files  to  an  on-line 
database  and  inquiry  screens  will  be  developed  to  display 
the  data.  This  will  allow  users  immediate  access  to  data, 
provide  for  additional  on-line  editing  of  input 
transactions,  and  create  an  environment  to  phase-in  the 
redesign  of  the  RUIA  systems. 

Work  on  this  initiative  began  in  February  1993,  and  is 
scheduled  to  be  completed  in  5  phases.  The  final  phase  is 
to  be  completed  in  February  1995. 

Access  Employment  Data  Maintenance  (EDM)  on  a  more  timely 
and  recurring  basis  -  This  initiative  provides  for  enhancing 
the  Daily  RUIA  Claims  Processing  System  to  access  EDM  on  a 
more  timely  and  recurring  basis  to  (1)  obtain  an  initial 
certification  of  base  year  wages  on  the  same  day  that  a 
benefit  application  is  processed  and  (2)  identify 
adjustments  in  base  year  compensation  which  affect  benefit 
entitlement. 

The  first  phase  of  this  initiative,  i.e.  same-day  wage 
certifications,  was  implemented  in  November  1993. 

Conduct  a  feasibility  study  for  automated  voice  messaging  - 
This  initiative  provides  for  conducting  a  study  to  determine 
the  feasibility  of  using  an  automated  voice  messaging  system 
to  provide  information  to  unemployment  and  sickness 
claimants  about  benefit  claims  and  payments.  The  study 
began  in  September  1993,  and  will  be  completed  in  March 
1994. 

Enhance  the  RUIA  tax  accounting  system  -  This  initiative 
involves  modifying  the  tax  accounting  system  to  generate  tax 
statements  based  on  RUIA  benefit  payment  and  recovery 
information  available  in  a  database  environment.  Use  of 
such  benefit  payment  and  recovery  information  will  improve 
the  accuracy  of  the  statements  and  facilitate  providing 
information  concerning  adjustments  to  taxable  income. 
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Develop  an  on-line  database  for  maintaining  files  of  RUIA 
contact  officials  -  This  will  create  an  on-line  database  of 
RUIA  contact  officials  and  other  officials  contacted 
regularly  in  the  administration  of  the  RUIA  program.  This 
will  eliminate  the  keypunch  maintenance  of  the  current 
computerized  tape  files  of  RUIA  contact  officials,  to  whom 
computerized  letters  and  notices  are  released  daily. 

Provide  for  on-line  generation  of  letters  -  This  initiative 
will  create  an  on-line  text  processing  system  with  the 
capability  to  generate  form  letters  based  on  either  a 
request  initiated  through  a  computer  terminal  or  a 
transaction  generated  from  the  Daily  RUIA  Claims  Processing 
System.  The  text  for  the  form  letters  would  be  user 
maintained  to  facilitate  revisions,  which  for  many  letters 
are  required  annually.  The  system  would  also  maintain  a 
file  of  standard  paragraphs  for  "cut  and  paste"  letter 
development.  In  addition,  the  system  would  provide  name, 
address,  and  social  security  number  pre-fills  from  the 
database  systems  during  on-line  creation  of  the  letter,  and 
a  history  file  of  letters  prepared  and  released  to  each 
claimant. 

A  study  of  the  feasibility  of  using  an  off-the-shelf  word 
processing  mainframe  package  was  completed  in  November  1993. 
The  results  of  the  study  are  currently  being  evaluated. 
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I 
■ 
Action  on  Congressional  Recommendations 

Senate  Report  103-143 

House  Report  103-156 

I 

Recommendation 

The  Committees  directed  the  RRB  to  work  with  the  Inspector  General  to  use 
remaining  audit  funds  from  fiscal  year  1993  to  begin  auditing  the  agency's 
financial  statements. 

Action  Taken 

The  Office  of  Inspector  General  has  contracted  with  Arthur  Anderson  and 
Company  to  audit  the  agency's  financial  statements.  The  contract  provides  for 
an  internal  control  review  and  audits  of  the  financial  statements  for  fiscal 
years  1993  and  1994. 
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Statement  to  the  Congress  Concerning  Progress  in  Establishing  Effective  Management 
Controls  and  Improving  Accuracy  and  Completeness  of  Information  Provided  to  the 
Federal  Procurement  Data  System  on  Contracts  for  Consulting  Services 


United  States  Code,  Title  31,  Section  1114(b)  requires  the  Inspector  General  evaluate  and 
report  annually  on  the  agency's  progress  in  establishing  effective  management  controls  and 
reporting  accurate  and  complete  information  in  the  Federal  Procurement  Data  System  on 
contracts  for  consulting  services. 

Our  review  showed  that  the  agency  generally  complied  with  the  Title  31,  Section  1114(b) 
of  the  United  States  Code.  Consulting  services  data  provided  in  the  budget  justification 
meets  reporting  requirements,  and  the  data  provided  to  the  Federal  Procurement  Data 
System  is  timely  and  accurate. 


jl 


Charles  R.  Sekerak 
Acting  Inspector  General 

January  18,  1994 
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Statement  to  the  Congress  Concerning  Agency  Compliance  on 
the  Use  of  Federal  Funds  for  Influence  Peddling 


Public  Law  101-121  imposes  government-wide  prohibitions  on  using  Federal  Funds  for 
influence  peddling,  and  requires  the  Inspector  General  annually  report  to  Congress 
concerning  agency  compliance  with  these  restrictions.  The  Inspector  General  must 
evaluate  compliance  and  effectiveness  including  any  alleged  violations  and  penalties 
imposed  under  the  law,  and  submit  the  evaluation  to  the  Congress  with  the  agency 
annual  budget  justification. 

Our  evaluation  disclosed  that  applicable  agency  contracts  contain  the  required  Office  of 
Management  and  Budget  certification  clause.   During  calendar  year  1993,  the  Railroad 
Retirement  Board  Contracting  Officer  received  no  disclosures  of  lobbying  activities  from 
those  contractors  affected  by  the  P.L.  101-121. 


rles 
Acting  Inspector  General 

January  18,  1994 
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BOMMARY  OF  FULL-TIME  EOUIVALEMT  EMPLOYMENT 


Executive  Level  III 
Executive  Level  IV 


SUBTOTAL 


ES-6 
ES-5 
ES-4 
ES-3 
ES-2 
ES-1 

SUBTOTAL 

GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-11 

GS-10 

GS-09 

GS-08 

GS-07 

GS-06 

GS-05 

GS-04 

GS-03 

GS-02 

GS-01 

SUBTOTAL 

WAGE  BOARD 

TOTAL 


FY  1993 

FY  1994 

FY  1995 

Actual 

Estimate 

Estimate 

1.00 

1.00 

1.00 

2.00 

2.00 

2.00 

3.00 

3.00 

3.00 

1.00 

1.00 

1.00 

1.00 

1.00 

1.00 

4.00 

4.00 

4.00 

3.00 

3.00 

3.00 

1.00 

2.00 

2.00 

1.00 

0.00 

0.00 

11.00 

11.00 

11.00 

41.00 

40.00 

38.00 

64.80 

62.80 

59.80 

81.00 

79.00 

77.00 

284.40 

279.40 

323.40 

189.40 

182.40 

225.40 

197.50 

189.00 

150.00 

127.40 

117.40 

202.40 

193.00 

182.00 

72.00 

118.40 

115.40 

53.40 

69.80 

67.80 

62.80 

96.40 

94.40 

89.40 

81.40 

80.40 

75.40 

39.00 

36.00 

34.00 

12.00 

9.00 

7.00 

1.00 

0.00 

0.00 

1,596.50 

1,535.00 

1,470.00 

19.00 

19.00 

16.00 

1,629.50 

1,568.00 

1,500.00 

Positions  in  the  Office  of  Inspector  General   are  not  included.      The  44 
FTE's  reimbursable  by  the  Health  Care  Financing  Administration  for 
Medicare  activities  in  1993,    1994,    and  1995  are  excluded.      Figures 
shown  for  1993  represent  FTE's  being  utilized  as  of  September  30, 
1993,    not  the  total  FTE's  used  in  1993. 
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AVERAGE  E8  LEVELS.  08/ GM  GRADES.  AMD  SALARIES 

FY  1993         FT  1994         FT  1995 

ACTUAL         ESTIMATE        ESTIMATE 

Average  ES  Level  3.5  3.5  3.5 

Average  ES  Salary  $  104,764  $  111,139  $  118,582 
Average  GS/GM  Grade           9.3            9.4  9.5 

Average  GS/GM  Salary  $   36,491  $   38,341  $   40,574 

These  figures  include  all  employees    (permanent,    temporary,   part" 
time,   and  full-time)    with  the  exclusion  of  employees  in  the  OIG  and 
wage  board  employees.      Salaries  used  in  the  computation  of  the 
averages  are  based  upon  annual  salaries  for  full-time  employment. 
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OFFICE  OF  INSPECTOR  GENERAL 
RAILROAD  RETIREMENT  BOARD 

EXECUTIVE  SUMMARY 

The  Railroad  Retirement  Solvency  Act  of  1983  (Public  Law  98-76),  Section  416, 
established  the  Office  of  Inspector  General  (OIG)  at  the  U.S.  Railroad  Retirement 
Board  (RRB).  The  mission  of  the  office  is  to:  (1)  conduct  independent  audits  and 
investigations  relating  to  agency  programs  and  operations;  (2)  promote  economy, 
efficiency  and  effectiveness;  (3)  detect  fraud  and  abuse;  and  (4)  keep  the  Board 
Members  and  Congress  informed  about  problems  and  recommended  corrective 
actions  concerning  RRB  operations. 

Since  its  establishment  in  1986  and  the  appointment  of  William  J.  Doyle  in  as 
Inspector  General,  the  OIG  has  achieved  approximately  $893  million  in  actual  and 
potential  monetary  benefits  for  the  RRB  and  recorded  840  criminal  convictions. 
The  OIG  has  made  major  contributions  towards  improving  the  economy  and 
effectiveness  of  RRB  operations.  The  OIG  has  concentrated  on  long-term  systemic 
problems  and  solutions  pertaining  to  major  programs  with  the  thought  of  improving 
program  performance  to  ensure  that  the  highest  quality  of  service  is  provided  to  the 
railroad  community.   Some  of  the  more  significant  accomplishments  include: 
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Development  of  position  papers  identifying  eight  areas  of  OIG  concern  in 
RRB  operations  which  became  the  basis  for  a  special  management  review 
of  the  agency  by  the  Office  of  Management  and  Budget  (OMB).  The 
review  resulted  in  an  OMB/RRB  Management  Improvement  Agreement 
designed  to  address  weaknesses  and  improve  the  RRB's  overall  service  to 
the  nation's  railroad  annuitants. 

Developed  the  Quality  of  Service,  Cost  Saver  and  Revenue  Enhancement 
Guide  that  serves  as  a  reference  document  for  identifying  improvements  to 
the  RRB's  overall  service  and  savings  that  could  be  achieved  by 
implementing  specific  audit  recommendations.  Implementation  of  the 
recommendations  contained  in  the  current  Guide  could  result  in  $24.2 
million  in  one-time  savings  and  $197  million  in  recurring  savings  over  the 
next  5  years. 

Review  of  the  Railroad  Experience  Rating  System  which  is  used  to  calculate 
individual  rates  for  railroad  employer  contributions  to  the  unemployment 
benefit  system.  Experience  rating  was  to  be  phased  in  over  a  three  year 
period,  starting  with  1991.  The  OIG  determined  that  the  RRB  had 
incorrectly  calculated  the  1991  contribution  rates  for  148  employers, 
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resulting  in  $10  million  in  understated  and  $1  million  in  overstated 
contribution  liabilities. 

Issuance  of  53  railroad  employer  audit  reports  that  identified  over  $31.3 
million  in  potential  Railroad  Retirement  Tax  Act  payments. 

Recommendation  that  the  RRB  competitively  bid  its  Medicare  Part  B  carrier 
contract  that  exceeds  $22  million  annually.  This  action  was  accomplished 
by  the  RRB,  and  the  new  contract  includes  improved  service  provisions  and 
reduced  annual  costs  of  $1.5  million. 

Caused  a  partial  stop- work  order  to  be  issued  on  a  computer  modernization 
contract  because  of  cost  overruns,  delays  and  technical  uncertainties.  As  a 
result,  the  RRB  avoided  $25  million  to  $35  million  in  direct  contract 
payments. 

Identification  of  required  monetary  adjustments  and  related  interest  payments 
in  the  financial  interchange  with  the  Social  Security  Administration  that 
resulted  in  the  credit  of  over  $327  million  to  the  RRB  trust  funds. 
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Establishment  of  an  investigative  Medicare  Fraud  Unit  to  address  health 
care,  disability  and  related  matters.  The  OIG  cun-ently  participates  in  the 
U.S.  Department  of  Justice  Health  Care  Fraud  Working  Group  and  many 
health  care  task  forces  that  have  been  established  at  various  U.S.  Attorneys' 
Offices  across  the  country. 

Identification  of  errors  in  year-end  adjustments  to  the  RRB  trust  funds  for 
fiscal  years  1985-1989  made  by  the  U.S.  Treasury  involving  substantial 
dollar  amounts.  Approximately  $  1 10  million  was  returned  to  the  trust  funds, 
and  an  additional  $39  million  in  interest  has  resulted  from  these  credits. 

Recommendation  to  the  Board  Members  that  they  seek  a  legislative  change 
to  revise  the  interest  rate  for  RRB  investments  with  the  Department  of 
Treasury  to  conform  to  the  rate  applicable  to  Social  Security  Administration 
trust  funds.  As  a  result,  the  RRB  trust  funds  could  realize  additional  interest 
income  of  approximately  $12.4  million  per  year,  or  $62  million  over  the 
next  five  years. 

The  Office  of  Inspector  General  continues  to  emphasize  the  need  for  strong 
working  relationships  with  the  Board  Members  to  effectively  address  major  issues 
and  concerns.  In  FY  1995,  the  Office  of  Inspector  General  will  strive  to  continue 
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to  provide  audit  and  investigative  coverage  of  agency  programs,  identify  program 
weaknesses,  and  attempt  to  reduce  the  fraud  in  RRB  programs.  Emphasis  will  be 
placed  in  high  risk  areas  which  significantly  impact  RRB  operations  and  service 
to  beneficiaries.  With  the  support  of  the  Administration,  the  Congress,  and  RRB 
management,  the  OIG  will  continue  to  seek  ways  to  improve  the  delivery  of 
benefits  and  identify  innovative  ways  to  detect  fraud,  waste  and  abuse. 
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OFFICE  OF  INSPECTOR  GENERAL 
U.S.  RAILROAD  RETIREMENT  BOARD 


lWDrttlUiv  vj cai c^r_«_u 

COUNSEL  TO  THE 
INSPECTOR  GENERAL 

ASSISTANT  INSPECTOR  GENERAL 
FOR  AUDIT 

ASSISTANT  INSPECTOR  GENERAL 
FOR  INVESTIGATIONS 
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JUSTIFICATION  OF  ESTIMATES 
OFFICE  OF  INSPECTOR  GENERAL 

Proposed  Appropriation  Language 

Limitation  On  [Review  Activity]  The  Office  of  Inspector  General 

For  expenses  necessary  for  the  [Railroad  Retirement  Board]  Office  of  Inspector 
General  for  audit,  investigatory  and  review  activities,  as  authorized  by  section  418 
of  Public  Law  98-76,  and  the  Inspector  General  Act  of  1978,  as  amended  by  Public 
Law  100-504,  not  more  than  [$6,742,000]  $6,700,000  to  be  derived  from  the 
railroad  retirement  accounts  and  railroad  unemployment  insurance  account 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  Language 

Expenses  necessary  for  the  Railroad 
Retirement  Board  audit,  investigatory 
and  review  activities... 

...as  authorized  by  section  418  of 
Public  98-76... 


Explanation 


This  budget  funds  audits, 
investigations  and  review  activities  by 
the  Office  of  Inspector  General. 

Section  418  of  the  Railroad 
Retirement  Solvency  Act  of  1983, 
Public  Law  98-76,  authorized  an 
Office  of  Inspector  General  for  the 
RRB. 


...not  more  than  $6,700,000,  to  be 
derived  from  the  railroad  retirement 
accounts  and  railroad  unemployment 
insurance  account 


These  funds  for  the  Office  of 
Inspector  General  are  to  be  transferred 
from  amounts  in  the  Railroad 
Retirement  Account,  the  Railroad 
Unemployment  Insurance  Account, 
the  Railroad  Social  Security 
Equivalent  Benefit  Account  and  the 
Railroad  Retirement  Supplemental 
Account 
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Authorizing  Legislation 


1995 


Legislation 


Appropriation 
Authorized  Requested 


Inspector  General  Act  of  1978, 
as  amended. 


Indefinite  $6,700,000 
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SUMMARY  OF  CHANGES  FOR  FISCAL  YEARS  1994  AND  1 995 

FY  1994  APPROPRIATION  6,742,000 

FY  1 99S  ESTIMATED  APPROPRIATION  6.700.000 

NET  CHANGE  (42,000) 

1994  CURRENT  ESTIMATE  BASE  '         1995  CHANGE  FROM  BASE 


WORKYEARS  BUDGET  WORKYEARS  BUDGET 

(FTES) AUTHORITY  (FTES)  AUTHORITY 


INCREASES:   BUILT-IN: 

11.1  Mandatory  growth  in  base 

payroll  costs,  including 

periodic  step  increases  and 

career  ladder  promotions.  96  4.600,000  (1)  451.200 

12.1  Costs  for  Federal 

contributions  for  employees, 

including  those  hired  under 

the  Federal  Employees  Retirement 

System  Act  of  1986  and  Law 

Enforcement  Personnel  1,265.000  89.100 

11.1  Full-year  effect  of  an 

average  4.2  percent  locality  pay 

effective  January  1994.  121.000  41.000 

12.1  Full-year  effect  for  Federal 

contributions  for  employees  due 

to  locality  pay  increases 

effective  January  1994.  32.800  9,000 


TOTAL  BUILT-IN  INCREASES:  590.300 

"  Mandated  increases  effective  Fiscal  Year  1994 
**  increases  due  to  Fiscal  Year  1994  mandates. 
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SUMMARY  OF  CHANGES  FOR  FISCAL  YEARS  1994  AND  1995  (Continued) 

1994  CURRENT  ESTIMATE  BASE  "         1995  CHANGE  FROM  BASE 


WORKYEARS  BUDGET  WORKYEARS  BUDGET 

(FTES) AUTHORITY  (FTES) AUTHORITY 

MANDATED  DECREASES: 

Reductions  and  adjustments  taken 
to  meet  the  mandated  decrease 
in  federal  funding: 

11.1   Decrease  in  personnel 

compensation  and  overtime.  (399,100) 

1 2. 1   Decrease  cost  of  Federal 

benefit  contributions  due  to 

elimination  of  personnel  (207,200) 

compensations. 

21.0  Reduction  in  travel 

and  transportation  of  people.  470,000  (7,000) 

23.3  Reduction  in 

communications  and  utilities.  26,000  (2.000) 

25.0  Increase  expense  in  other 

services  including  background 

checks  and  training  needs.  143,000  1.000 

26.0  Reduction  for  supplies 

and  subscriptions.  50,000  (1,000) 

31.0  Reduction  for  office 

equipment.  50,000  (17,000) 

TOTAL  MANDATED  DECREASES:  (632,300) 

NET  CHANGE:  (42,000) 
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pgreONNEl  SUMMARY 


FY1993 
ACTUAL 


FY  1994 
ESTIMATE 


FY1995 
REQUEST 


Executive  Level  IV 

1 

1 

1 

Subtotal 

1 

1 

1 

ES-06 

0 

0 

0 

ES-05 

1 

1 

1 

ES-04 

0 

0 

0 

ES-03 

1 

1 

1 

ES-02 

0 

0 

0 

ES-01 

0 

0 

0 

Subtotal 

2 

2 

2 

GS/GM-15 

4 

4 

4 

GS/GM-14 

7 

7 

7 

GS/GM-13 

14 

15 

15 

GS-12 

43 

45 

51 

GS-11 

8 

7 

1 

GS-10 

1 

1 

1 

GS-09 

9 

2 

1 

GS-08 

3 

3 

3 

GS-07 

5 

6 

6 

Q8-06 

2 

0 

0 

GS-05 

2 

2 

2 

GS-04 

1 

1 

1 

GS-03 

0 

0 

0 

08-02 

0 

0 

0 

GS-01 

0 

0 

0 

Subtotal 

99 

93 

92 

Total  full-time  permanent 

employment,  end  of  year 

102 

96 

95 

Full-time  equivalent  (FTE) 

usage 

99 

96 

95 

Average  ES  Level 

4.00 

4.00 

4.00 

Average  ES  Salary 

$106,143 

$112,503 

$114,103 

Average  GS/GM  Grade 

11.32 

11.59 

11.69 

Average  GS/GM  Salary 

$43,323 

$48,778 

$52,085 
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Amounts  Available  for  Obligation 


FY  1993 

FY  1994 

FY  1995 

Financing 

actual 

estimate 

request 

Operations  (total  obligations) 
Unobligated  balance  lapsing 

$  6,840,000 

$  6,742,000 

$  6,700,000 

Limitation 

6,840,000 

6,742,000 

6,700,000 

Relation  of  obli  cations 
to  outlays 

Obligations  incurred,  net 
Obligated  balance, 

start  of  year 
ObUgated  balance, 

end  of  year 

6,840,000 

568,000 

-  568.000 

6,742,000 

568,000 

-  568.000 

6,700,000 

568,000 

-  568.000 

Outlays  from  limitation 

$  6,840,000 

$  6,742,000 

$  6,700,000 
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Staffing  Historv 

Fiscal  Year 

Total  FTEs 

1986 

18 

1987 

23 

1988 

55 

1989 

58 

1990 

83 

1991 

93 

1992 

101 

1993 

99 

1994 

96 
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OFFICE  OF  INSPECTOR  GENERAL 
RAILROAD  RETIREMENT  BOARD 

EXPLANATION  OF  FISCAL  YEAR  1995  BUDGET  REQUEST 

The  U.S.  Congress  established  the  Office  of  Inspector  General  (OIG)  to  provide 
independent  oversight  of  the  Railroad  Retirement  Board  (RRB),  an  agency  in  the 
executive  branch  of  the  Federal  government,  which  is  responsible  for  managing  $25 
billion  annually.  The  RRB's  primary  mission  is  to  provide  comprehensive 
retirement-survivor  and  unemployment-sickness  insurance  benefits  for  the  nation's 
railroad  workers  and  their  families.  Under  the  Railroad  Retirement  Act,  the  RRB 
pays  approximately  $7.9  billion  in  retirement,  survivor  and  disability  benefits  to 
almost  900,000  beneficiaries  each  year.  Under  the  Railroad  Unemployment 
Insurance  Act,  the  RRB  pays  about  $69  million  in  railroad  unemployment  and 
sickness  insurance  benefits  to  40,000  claimants.  The  agency  also  administers 
Medicare  Part  B,  the  physician  services  aspect  of  the  Medicare  program,  for 
qualified  railroad  retirement  beneficiaries.  About  750,000  beneficiaries  receive 
such  benefits  through  the  RRB  totaling  more  than  $700  million  annually. 
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The  OIG  is  requesting  funding  of  $6,700,000  for  fiscal  year  (FY)  1995  in  order  to 
maintain  staffing  and  operations  to  provide  audit  coverage  of  RRB  programs,  to 
identify  program  weaknesses,  and  to  continue  investigative  efforts  to  discourage 
fraudulent  acts  against  RRB  programs.  The  average  oversight  responsibility  per 
OIG  staff  member  is  currently  $238  million,  which  remains  one  of  the  highest 
dollar  oversight  mandates  in  the  Federal  government 

The  Office  of  Inspector  General  is  charged  to  work  closely  with  RRB  managers  to 
identify  innovative  ways  to  eliminate  fraud,  address  program  vulnerabilities, 
improve  the  delivery  of  benefits  to  railroad  beneficiaries,  and  safeguard  the  trust 
funds  from  which  all  benefits  are  paid.  Since  1986,  audit  and  investigative  efforts 
have  produced  approximately  $893  million  in  actual  and  potential  monetary 
benefits  for  the  RRB  and  recorded  840  criminal  convictions.  Thus,  the  OIG  has 
returned  $27  for  every  budget  dollar  allocated  to  this  office. 

During  the  past  15  months,  the  OIG  has  continued  to  make  significant  contributions 
to  the  overall  improvement  of  the  RRB.  Some  of  the  more  notable  achievements 
include: 

Provided  the  Office  of  Management  and  Budget  (OMB)  with  two 
OIG  monitoring  reports  describing  the  RRB's  use  of  resources  in 
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addressing  operational  weaknesses  identified  by  the  OMB.  This 
office  was  pleased  to  report  that  the  RRB  had  met  or  exceeded  the 
FY  1993  goals  established  in  the  Agreement 

Recommended  to  the  Board  Members  that  they  seek  a  legislative 
change  to  revise  the  interest  rate  for  RRB  investments  with  the 
Department  of  Treasury  to  conform  to  the  rate  applicable  to  Social 
Security  Administration  trust  funds.  As  a  result,  the  RRB  trust  funds 
could  realize  additional  interest  income  of  approximately  $12.4 
million  per  year,  or  $62  million  over  the  next  five  years. 

Initiated  an  audit  program  and  contractual  arrangement  to  perform  the 
first  audits  of  the  agency's  financial  statements  in  accordance  with 
the  Chief  Financial  Officers  Act  of  1990. 


Reviewed  the  Railroad  Experience  Rating  System  which  is  used  to 
calculate  individual  rates  for  railroad  employer  contributions  to  the 
unemployment  benefit  system.  Experience  rating  was  to  be  phased 
in  over  a  three  year  period,  starting  with  1991.  The  OIG  determined 
that  the  RRB  had  miscalculated  the  1991  contribution  rates  for  148 

/ 
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employers,  resulting  in  $10  million  in  understated  and  $1  million  in 
overstated  contribution  liabilities. 

Issued  31  audit  reports  containing  153  recommendations  for 
improving  RRB  programs  with  actual  and  potential  financial 
accomplishments  of  $81.9  million. 

Achieved  331  criminal  convictions;  128  indictments  and 
informations;  $10,883,000  in  fines,  restitutions  and  recoveries;  and 
594  fraud  referrals  to  U.S.  Attorneys. 

Reviewed  the  RRB's  work  deduction  program  that  identifies 
annuitants  who  receive  wages  or  self-employment  earnings  that  may 
reduce  benefits,  and  recommended  improvements  that  would 
potentially  yield  $8  million  for  the  trust  funds. 

OFFICE  OF  AUDIT 

The  Office  of  Audit  (OA)  provides  comprehensive  and  independent  audit  coverage 
of  the  RRB  programs.  Its  mission  is  to  promote  economy,  efficiency  and 
effectiveness  in  agency  operations,  to  keep  the  Board  Members  and  Congress 
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currently  informed  of  major  weaknesses  and  problems,  and  to  monitor  management 
progress  in  completing  corrective  action  to  eliminate  identified  deficiencies. 

Since  January  1986,  the  Office  of  Audit  has  issued  182  reports  recommending 
corrective  actions  with  monetary  benefits  of  $866.9  million. 

In  FY  1995,  OA  will  continue  to  (1)  monitor  the  agency's  progress  in 
implementing  improvements  agreed  upon  with  OMB;  (2)  evaluate  RRB  oversight 
of  its  trust  funds;  (3)  ensure  RRB  annuitants  are  provided  with  accurate  benefits 
and  the  highest  quality  service;  (4)  provide  audit  coverage  of  the  RRB's  debt 
collection  program  activities;  (5)  conduct  Medicare  program  integrity  reviews; 
(6)  review  the  adequacy  of  internal  and  management  controls;  and  (7)  perform 
evaluations  of  the  RRB's  development  of  an  integrated  database. 

Audit  Strategy  for  FY  1995 

In  FY  1995,  OA  will  continue  to  monitor  RRB  program  performance  as  specified 
in  the  management  improvement  agreement  between  the  RRB  and  OMB.  Auditors 
will  also  continue  to  work  closely  with  RRB  management  to  identify  ways  to 
reduce  operating  costs  and  improve  service  to  railroad  annuitants. 
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The  Office  of  Audit  will  concentrate  its  review  and  evaluation  efforts  in  the 
following  areas: 

Office  of  Management  and  Budget  Review 

OA  will  assess  the  RRB's  progress  in  the  fourth  year  of  the  five-year 
management  improvement  agreement  between  the  RRB  and  OMB  to 
improve  the  efficiency  of  RRB  operations.  The  OIG  will  continue  to 
provide  independent  reports  to  the  Office  of  Management  and  Budget  on 
improvements  in  the  six  targeted  areas:  claims  processing,  debt  collection, 
fraud  control,  information  systems,  tax  accounting  and  trust  fund  integrity. 

Integrity  of  the  Trust  Funds 

OA  will  continue  to  monitor  the  agency's  oversight  of  the  financial 
procedures  of  those  Federal  agencies,  including  the  U.S.  Department  of  the 
Treasury  and  the  Internal  Revenue  Service,  involved  in  the  processing  of 
railroad  payroll  taxes.  OA  will  initiate  an  audit  of  the  RRB's  compliance 
group  which  conducts  external  reviews  involving  employer  and  employee 
coverage  determinations,  and  employer  compliance  with  the  provisions  of 
the  Railroad  Retirement  and  Railroad  Unemployment  Insurance  Acts. 
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Financial  Statement  Audits 

The  first  audit  of  the  RRB's  financial  statements  is  currently  in  progress, 
and  projected  to  be  completed  in  FY  1994.  The  first  year  will  establish  a 
baseline  upon  which  the  second  year's  audit  (FY  1994)  can  be  validated. 
The  RRB  and  the  OIG  have  jointly  funded  a  contract  for  a  Certified  Public 
Accounting  firm  to  perform  audits  of  the  FY  1993  and  FY  1994  financial 
statements.  The  contract  also  includes  an  option,  dependent  upon  adequate 
funding,  for  an  audit  of  the  FY  1995  financial  statements. 

Benefit  Payment  Accuracy 

OA  will  continue  to  conduct  audits  of  retirement,  survivor,  unemployment 
and  sickness  insurance  benefit  calculations  and  make  recommendations  to 
ensure  payment  accuracy.  OA  will  work  with  program  managers  to  develop 
strategies  for  improving  agency  benefit  programs. 
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Debt  Collection  Activities 


OA  will  evaluate  the  effectiveness  of  the  methods  employed  by  the  RRB's 
debt  collection  programs  in  recovering  agency  accounts  receivable  which 
currently  exceed  $101  million. 

Medicare  Reviews 

OA  will  continue  program  integrity  reviews  to  identify  weaknesses  that 
permit  fraud  and  abuse  in  the  RRB's  Medicare  Part  B  benefit  program 
which  processes  over  $700  million  annually. 

Management  and  Internal  Controls 

OA  will  evaluate  agency  management  controls  and  internal  controls  for 
program  operations  and  financial  management  systems. 

Special  Reviews 

In  FY  1995,  OA  will  continue  to  conduct  special  program  performance 
reviews  that  focus  on  a  particular  program  or  activity.  These  reviews  permit 
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the  OA  to  provide  increased  coverage  of  agency  operations,  and  enable  the 
OIG  to  quickly  advise  the  Board  of  significant  problems  and  possible 
solutions. 

OA  will  continue  its  policy  of  focusing  on  those  areas  with  long-term  impact  on 
the  economy  and  effectiveness  of  RRB  programs,  and  on  identifying  ways  to 
reduce  operational  costs.  OA's  top  priority  will  be  to  protect  the  interests  of  all 
RRB  annuitants  and  provide  them  with  the  highest  quality  service. 

OFFICE  OF  INVESTIGATIONS 

The  Office  of  Investigations  (01)  investigates  fraud  related  to  RRB  benefit 
programs  that  include  Medicare,  disability,  retirement,  unemployment  and  sickness 
insurance  benefits.  OI  identifies,  investigates  and  refers  cases  of  waste,  fraud  and 
abuse  in  RRB  programs  for  criminal  and  civil  prosecution  and  monetary  recovery 
actions.  OI  also  refers  instances  of  illegal  activities  or  wrongdoing  by  RRB 
personnel  to  RRB  management  for  administrative  action,  or  where  appropriate,  to 
the  U.S.  Attorney  for  criminal  prosecution.  RRB  referrals  remain  the  major  source 
of  fraud  cases.  The  RRB  has  aggressively  pursued  the  identification  of  fraud, 
particularly  through  computer  matching  agreements  with  individual  state 
governments. 
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OI  special  agents  continued  to  record  significant  results  during  the  past  fiscal  year: 
274  convictions,  105  indictments  and  informations,  and  468  referrals  to  U.S. 
Attorneys.  Recoveries,  restitutions,  fines,  and  prevention  of  financial  loss  totalled 
approximately  $9,484,000. 


Fiscal  Years  1987  -1993 
Convictions  &  Indictments/Informations 


1987  1988  1989 

I      !  Convictions 


1990  1991  1992  1993 

1H  Indicts/Informations 


During  the  first  three  months  of  FY  1994,  OI  has  achieved  57  criminal  convictions, 
23  indictments  and  informations,  and  approximately  $1.4  million  recovered. 
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In  FY  1995,  OI's  goals  will  be  to  continue  to  investigate  cases  of  waste,  fraud  and 
abuse,  and  to  develop  new  methods  to  deter  fraud.  The  increase  in  both  the 
number  of  cases  and  the  fraud  dollar  amount  are  indicative  of  widespread  fraud 
throughout  RRB  programs. 


Office  of  Investigations  Caseload 
Estimated  Loss  by  Fiscal  Year 
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Millions  of  Dollars 


OI  efforts  will  continue  to  stress  the  importance  of  identifying  program  weaknesses 
and  ways  to  strengthen  operations  while  coordinating  activities  with  RRB  managers 
in  an  effort  to  develop  effective  means  of  addressing  the  fraud  problems. 
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Health  and  Disability 

OI  will  continue  to  place  special  emphasis  on  Disability  and  Medicare  fraud  cases. 
Approximately  750,000  RRB  annuitants  are  covered  under  the  Medicare  Part  B 
Program,  and  over  $700  million  in  Federal  funds  are  paid  out  annually  in  railroad 
Medicare  benefits  by  The  Travelers  Insurance  Company.  OI  will  focus  its  health 
care  investigations  on  those  Medicare  providers  who  engage  in  illegal  activities  that 
involve  millions  of  dollars. 

OI  will  increase  participation  in  joint  efforts  concerning  health  care  investigations 
with  the  RRB's  Bureau  of  Disability  and  Medicare  Operations,  the  Department  of 
Health  and  Human  Services-Office  of  Inspector  General,  the  Federal  Bureau  of 
Investigation,  and  the  many  task  forces  established  nationwide  by  U.S.  Attorneys. 

Retirement,  Unemployment  and  Sickness  Insurance 

OI  will  continue  to  investigate  claimant  fraud  in  the  retirement,  unemployment  and 
sickness  insurance  programs.  Retirement  cases  involve  the  theft  or  fraudulent 
cashing  of  RRB  benefit  checks  or  the  illicit  conversion  of  U.S.  Treasury  electronic 
fund  transfers.    Unemployment  and  sickness  insurance  cases  involve  individuals 
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claiming  and  receiving  RRB  benefits  while  working  and  receiving  wages  from  an 
employer  in  violation  of  Federal  law. 

01  works  very  closely  with  the  U.S.  Secret  Service  in  the  investigation  of  Treasury 
check  fraud.  This  relationship,  coupled  with  support  from  various  U.S.  Attorneys 
across  the  country,  has  resulted  in  significant  prosecutorial  accomplishments  in  the 
check  forgery  area. 

Program  Fraud  Civil  Remedies  Act 

OI  will  actively  continue  to  pursue  enforcement  action  under  the  Program  Fraud 
Civil  Remedies  Act  (PFCRA).  The  RRB  and  U.S.  Department  of  Justice  (DOJ) 
have  provided  strong  support  in  all  48  cases  referred  by  the  OIG  to  the  RRB's 
Bureau  of  Law  for  PFCRA  prosecution.  In  addition,  the  DOJ,  which  reviews, 
authorizes  and  sets  proposed  penalties  in  all  PFCRA  actions,  has  supported  RRB 
and  OI  efforts  through  positive  prosecutorial  action. 
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To  date,  DOJ  has  authorized  10  prosecutions.  An  additional  28  cases  have  been 
settled  by  payment  in  full  or  by  installment,  and  13  cases  are  in  the  authorization 
process  and  demands  for  repayment  have  been  issued  by  the  Bureau  of  Law. 
PFCRA  has  proven  to  be,  as  intended,  an  effective  weapon  against  fraud  and  in  the 
recovery  of  illegally  obtained  Federal  funds. 
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SUMMARY 

The  Office  of  Inspector  General  continues  its  cooperative  efforts  with  RRB 
management  to  identify  ways  to  strengthen  agency  operations  and  to  address  long- 
term  concerns  and  proposed  solutions.  The  OIG  shares  a  commitment  with  RRB 
management  to  ensure  that  the  agency  provides  the  highest  quality  service  to 
railroad  annuitants  and  their  families.  This  office  will  utilize  its  resources  only  to 
address  those  high  risk  areas  that  significantly  impact  RRB  operations. 

The  Office  of  Audit  will  continue  the  audits  of  the  financial  statements,  benefit 
calculations,  debt  collection  activities,  and  internal  controls.  Monitoring  of  the 
RRB/OMB  Management  Agreement  provisions  and  the  agency's  oversight  of  the 
processing  of  railroad  payroll  taxes  will  also  be  included  in  audit  activities. 

The  OIG  must  continue  to  address  the  present  investigative  caseload  of  over  3,000 
cases  which  is  projected  to  increase  to  about  4,000  cases  in  FY  1995.  Presendy, 
over  350  cases  are  awaiting  prosecution  at  various  U.S.  Attorneys*  Offices  across 
the  country.  Investigative  travel  and  resources  are  imperative  if  the  OIG  is  to 
continue  its  national  investigative  program. 
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In  the  near  term,  the  OIG  will  strengthen  its  efforts  with  RRB  management  and 
continue  to  identify  significant  areas  of  concern  that  require  management  review. 
The  OIG  will  concentrate  efforts  on  monitoring  the  RRB/OMB  Management 
Improvement  Agreement,  implementation  of  the  Chief  Financial  Officers  Act,  and 
ensuring  the  accuracy  of  RRB  benefits.  The  OIG  is  committed  to  maintaining  the 
integrity  of  the  RRB  benefit  programs  through  the  investigation  of  fraud,  waste  and 
abuse. 

The  Office  of  Inspector  General  is  committed  to  establishing  strong  lines  of 
communication  with  the  Board,  Board  management,  and  personnel,  and  the 
annuitants  we  serve.  This  office  will  use  strategic  planning,  leadership,  and 
employee  empowerment  in  an  effort  to  improve  those  processes  by  which  our  work 
is  accomplished.  With  the  continued  support  of  the  Congress,  the  Administration 
and  RRB  management,  the  OIG  will  continue  its  audit  and  investigative  efforts  to 
strengthen  agency  programs,  safeguard  the  trust  funds  from  which  all  benefits  are 
paid,  and  ensure  that  accurate  and  timely  benefits  are  paid  by  the  RRB. 
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Thursday,  March  17,  1994. 
UNITED  STATES  INSTITUTE  OF  PEACE 

WITNESSES 

RICHARD  H.  SOLOMON,  PRESIDENT 

REV.  THEODORE  M.  HESBURGH,  MEMBER,  BOARD  OF  DIRECTORS 

CHARLES  E.  NELSON,  EXECUTIVE  VICE  PRESIDENT 

SHERYL  BROWN,  EXECUTIVE  ASSISTANT 

Ms.  DeLauro  [presiding].  First,  let  me  wish  everyone  a  happy 
Saint  Patrick's  Day.  Lots  of  green. 

We  have  before  us  this  morning  the  panel  on  the  United  States 
Institute  of  Peace.  Dr.  Solomon,  welcome.  If  I  might  ask  you  to  in- 
troduce the  other  panel  members  who  are  with  you  this  morning. 

INTRODUCTION  OF  WITNESSES 

Mr.  Solomon.  Madam  Chairwoman,  I  am  delighted  to  be  here  to 
see  you  and  Congressman  Porter;  and  I  am  very  pleased  to  have 
with  me  Father  Ted  Hesburgh  from  our  board  of  directors  and  a 
stalwart  supporter  of  the  kind  of  work  we  do,  both  at  Notre  Dame 
and  certainly  what  we  have  been  trying  to  do  at  the  Institute; 
Charles  Nelson,  our  vice  president  who  handles  the  Institute's 
management  and  financial  affairs,  including  our  budget  activities. 
Chick  has  been  a  stalwart  in  carrying  the  Institute  along  through 
this  period  of  transition.  And  I  am  delighted  to  introduce  Sheryl 
Brown,  who  is  our  new  Executive  Assistant. 

We  have  several  folks  with  us — Hrach  Gregorian,  director  of  our 
program  in  education  and  training,  which  is  one  of  the  major  areas 
of  our  activity,  as  I  will  explain  in  my  testimony;  and  Charles 
Smith,  our  General  Counsel. 

Ms.  DeLauro.  Let  me  welcome  you  again  and  say  hello  to  my 
good  friend,  Father  Hesburgh.  It  was  wonderful  to  be  in  New 
Haven,  Connecticut,  at  the  Walter  Camp  dinner.  Father  Hesburgh, 
we  were  proud  to  have  you  there  and  also  for  the  honor  they  be- 
stowed on  you.  Well  deserved. 

Father  HESBURGH.  I  enjoyed  seeing  you  there  in  the  audience. 

Ms.  DeLauro.  Please  proceed  with  your  statement. 

Mr.  Solomon.  I  should  also  introduce  Bernice  Carney,  who  runs 
our  administrative  office.  We  are  pleased  she  is  here  today,  too. 

Opening  Statement 

I  welcome  this  opportunity  to  testify  on  behalf  of  the  budget  ap- 
propriation for  the  United  States  Institute  of  Peace  for  fiscal  year 
1995. 

This  is  my  first  opportunity  to  do  so.  I  was  selected  for  this  job 
in  July  and  began  my  work  in  mid-September  replacing  Ambas- 
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sador  Sam  Lewis,  who  served  as  President  of  the  Institute  for  al- 
most six  years. 

It  is  a  real  honor  to  try  to  build  on  Sam  Lewis'  important  con- 
tributions to  the  work  of  the  Institute,  all  the  more  so  because  of 
the  period  in  history  in  which  we  live.  It  is  very  clear  that  the  post- 
Cold  War  era  is  presenting  us  both  new  opportunities  and  impor- 
tant new  challenges. 

Indeed,  probably  the  most  symbolic  instance  I  can  cite  is  that  the 
day  I  began  my  work,  the  13th  of  September,  was  the  day  when 
Arafat  and  Prime  Minister  Rabin  shook  hands  on  the  south  lawn 
of  the  White  House,  raising  all  of  our  hopes  for  a  breakthrough  in 
one  of  the  major  confrontations  of  our  era. 

Unfortunately,  that  hope  has  not  been  fully  realized  and  it  dem- 
onstrates the  shakiness  of  both  the  Middle  East  peace  process  and 
the  ongoing  conflicts  that  we  all  confront. 

POST-COLD  WAR  CHALLENGES  TO  OLD  WAYS 

Indeed,  I  think  one  of  the  important  opportunities  that  the  Insti- 
tute faces  is  to  deal  with  what  seems  to  be  an  increasingly  chaotic 
global  situation.  The  state  system  as  we  have  known  it  for  much 
of  this  century  is  changing  in  important  ways,  the  impact  of  a 
globalizing  economy,  of  international  communications  that  make 
national  borders  irrelevant,  the  global  outbreak  of  ethnic  conflicts 
that  are  of  such  concerns. 

In  this  situation,  old  ways  of  doing  business  have  to  be 
rethought.  Old  institutions  are  being  reassessed;  and  this  gets  real- 
ly to  the  heart  of  the  Institute's  charter,  which  is  how  to  deal  with 
this  kind  of  world  in  a  way  that  avoids  heightening  conflict,  avoids 
as  much  as  possible  military  solutions,  and  finds  nonviolent  peace- 
ful approaches  to  settling,  dealing  with,  or  managing  international 
conflict. 

For  the  United  States,  I  believe  this  is  all  the  more  important 
in  a  situation  where  our  defense  budget  over  the  next  few  years 
will  be  cut  back  by  a  third  from  its  height  of  the  Cold  War  period. 
As  you  well  know,  our  aid,  economic  support  funding  is  being  cut 
back  equally  drastically. 

So  the  instrumentalities,  the  tools  by  which  the  United  States 
projects  its  influence  abroad  are  receding  in  those  areas;  and  the 
conclusion  for  me  is  that,  if  we  are  to  pursue  our  interests  abroad, 
we  have  to  do  diplomacy  better. 

And  it  is  not  just  the  diplomacy  of  the  State  Department.  One 
of  the  characteristics  of  this  new  era  is  that  non-governmental  or- 
ganizations are  becoming  ever  more  active,  whether  in  the  refugee 
area  or,  in  some  instances,  trying  to  help  mediate  conflicts  or  what 
we  call  track  two  activities. 

For  example,  in  the  Middle  East  peace  process,  some  Norwegian 
social  scientists  played  a  key  role  in  catalyzing  the  discussion.  Our 
job  is  to  do  the  research  and  education  that  will  help  us  to  do  diplo- 
macy better  in  this  kind  of  world. 

MANAGEMENT  AND  PROGRAM  REVIEW 

Since  beginning  my  job,  I  have  focused  on  both  a  managerial  re- 
view and  an  assessment  of  our  program  agenda.  Let  me  briefly 
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touch  on  some  key  points  that  are  spelled  out  in  my  prepared  testi- 
mony. 

INTERNATIONAL  CONFLICT  RESOLUTION  TRAINING 

The  lead  focus  of  our  activities  in  terms  of  developing  our  sub- 
stantive work  is  to  strengthen  our  capacity  to  promote  practical 
training  in  the  negotiating  and  peacemaking  area.  Indeed,  just  this 
week,  we  have  been  holding  and  I  have  just  come  from  a  meeting 
out  near  Dulles  of  what  we  call  our  ICREST  program,  an  Inter- 
national Conflict  Resolution  Training  Seminar,  in  which  we  have 
brought  together  intellectually  the  experience  of  many  analysts  and 
practitioners  in  conducting  effective  international  negotiations,  in 
mediating,  in  peacekeeping  operations,  and  are  conducting  a  prac- 
tical training  program  for  practitioners  from  the  United  Nations, 
from  regional  organizations  such  as  the  Organization  of  African 
Unity  and  the  Organization  of  American  States,  and  the  American 
State  Department  so  they  will  acquire  the  practical  skills  to  do 
their  work  of  negotiating  and  mediating  as  circumstances  present 
themselves  in  a  more  effective  way. 

CAREERS  IN  PEACEMAKING 

Another  major  area  we  want  to  stress  is  heightening  our  edu- 
cational activities  for  careers  in  peacemaking.  This  is  central  to  the 
charter  and  the  spirit  of  the  Institute  of  Peace  and  it  also  relates 
to  programs  that  have  been  authorized  by  Congress,  but  not  fund- 
ed. 

For  example,  in  our  budget  request,  we  are  asking  for  a  small 
increment  to  our  budget  to  fund  the  Matsunaga  Scholars  Program, 
which  would  enable  undergraduates  to  do  special  semester-long 
projects  or  perhaps  even  longer  projects  that  would  focus  on  conflict 
resolution  or  peacemaking  topics. 

That  program,  if  funded,  would  fill  in  the  spectrum  that  runs  in 
our  educational  work  from  the  National  Peace  Essay  Contest  and 
teacher  training  at  the  high  school  level  through  doctoral  research 
support  and  post-doctoral  research,  all  oriented  to  generating  new 
knowledge  about  international  conflicts  and  the  best  way  to  deal 
with  them  in  a  peacemaking  and  peace-building  manner. 

UNDERSTANDING  CROSS-CULTURAL  NEGOTIATION 

Another  project  we  are  looking  to  get  started  is  one  that  stresses 
the  fact  that  we  live  in  a  time  when,  in  the  post-Cold  War  world, 
many  issues  that  were  suppressed  during  the  period  of  the  U.S.- 
Soviet confrontation  have  now  floated  onto  the  agenda  of  many  ne- 
gotiating activities  and  when  we,  like  many  others,  are  actively  try- 
ing to  expand  the  global  economy  by  negotiating  new  deals  in  other 
countries. 

There  is  a  good  body  of  evidence  that  shows  that  the  way  the 
Japanese  negotiate  is  different  from  the  French  or  the  Russians  or 
the  Mongols.  One  of  the  projects  we  want  to  do  is  to  facilitate  our 
negotiators  and  others  by  building  a  database  that  would  be  used 
to  brief  our  diplomats,  our  businessmen,  our  scholars  on  the  vary- 
ing diplomatic  practices,  negotiating  behavior  of  these  different  na- 
tions who  are  now  so  much  more  actively  interacting. 
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NEGOTIATING  STRATEGIES 

Finally,  we  are  enhancing  our  activities  designed  to  identify  ne- 
gotiating strategies  to  deal  with  some  of  the  hot  spot  issues  that 
we  live  with  day  by  day.  One  of  our  more  recent  activities  was  pub- 
lication of  a  report  on  the  North  Korean  nuclear  challenge. 

When  I  first  began  my  work  with  the  Institute,  a  sense  of  crisis 
was  building.  It  was  being  talked  about  largely  in  military  terms. 
We  convened  a  five-month  study  group  to  look  at  negotiating  alter- 
natives to  what  remains  a  very  dangerous  military  confrontation. 

We  are  doing  the  same  thing — developing  negotiating  strategies 
and  where  possible,  catalyzing  discussion  between  contesting  par- 
ties— in  the  Kashmir  crisis.  We  collaborated  with  the  Africa  Sub- 
committee of  the  House  Foreign  Affairs  Committee  in  hosting  a 
two-day  seminar  on  the  Sudan  that  led  to  discussions  between  sev- 
eral of  the  warring  factions. 

We  are  now  looking  at  the  prospect  of  trying  to  backstop  discus- 
sions in  Burma  between  Nobel  Prize  winner  Daw  Aung  San  Suu 
Kyi,  who  is  under  house  arrest,  and  the  military  government. 
Again,  our  strength  is  to  strengthen  capacity  for  negotiating  resolu- 
tion of  these  issues. 

MANAGEMENT  AND  BUDGET  ISSUES 

Let  me  touch  briefly,  finally,  on  some  of  the  management  and 
budget  issues  I  have  grasped  since  beginning  this  job  just  six 
months  ago. 

Our  budget  request  is  based  on  a  straight-lining  of  what  our 
budget  has  been  for  the  last  three  years.  We  are  requesting  a  small 
adjustment  for  inflation  which  has  eroded  the  purchasing  value  of 
our  straight-line  budget  and  a  modest  increase  for  our  education 
and  training  work  that  reflects  some  of  this  negotiating  training  I 
have  described  and  respond  to  other  urgings  by  the  Congress  to 
strengthen  some  of  our  educational  activities. 

Finally,  one  of  the  things  I  did  as  I  began  my  work  was  to  insti- 
tute an  Institute-wide  management  review.  The  Institute  of  Peace 
has  grown  like  Topsy  over  the  last  seven  or  eight  years  since  a  dec- 
ade ago  when  its  legislation  was  first  passed;  and  I  felt  it  was  time 
to  look  back,  assess  our  internal  management  procedures,  see 
where  we  could  not  tighten  things  up,  do  things  in  a  more  effective 
way,  and  reassess  our  budget  priorities. 

That  process  has  been  under  way  now  some  several  months  and 
will  lead  to,  for  example,  heightened  procedures  of  review,  perform- 
ance review  and  accountability  for  our  senior  staff.  We  will  be  look- 
ing at  restructuring  our  communications  and  publications  activities 
to  be  both  more  efficient  and  also  up-to-date  in  terms  of  the  elec- 
tronic media  that  are  increasingly  active  in  the  dissemination  of 
the  kinds  of  intellectual  activities  we  pursue. 

Also,  we  will  continue  to  assess  our  overall  staffing  needs,  being 
well  aware  of  the  concerns  with  minimizing  the  staffing  com- 
plement that  goes  along  with  the  money  that  Congress  provides  us 
in  pursuit  of  our  charter. 

So  that  is  a  brief  overview  of  my  prepared  testimony.  Madam 
Chairwoman,  I  look  forward  to  responding  to  your  questions  and, 


939 

I  hope,  Father  Ted  Hesburgh  and  my  other  colleagues  can  respond 
as  well. 

[The  prepared  statement  and  biography  of  Mr.  Solomon  follow:] 
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Introduction 


Mr.  Chairman,  members  of  the  Subcommittee,  I  am  grateful  for 
this  opportunity  to  review  with  you  the  Institute's  budget  request  of 
$12,307,000  for  FY  1995.  This  figure,  if  funded,  would  represent  the  first 
increase  in  the  Institute's  appropriation  in  three  years.  It  includes  a  3 
percent  adjustment  for  inflation  over  the  FY  1994  appropriation  of 
$10,912,000  for  the  Institute's  regular  programs,  plus  an  additional 
$1,060,000  for  expansion  of  our  education  and  training  activities.  Today's 
hearing  also  gives  me  an  occasion  to  oudine  for  you  new  initiatives  the 
Institute  is  undertaking  to  strengthen  our  national  capabilities  for 
international  conflict  resolution  in  an  ever  more  uncertain  and  chaotic 
world. 

Let  me  begin  by  saying  that  it  is  a  personal  honor  to  follow  in  the 
large  footsteps  of  Ambassador  Samuel  Lewis,  whom  I  succeeded  as 
Institute  President  last  September.  Ambassador  Lewis  played  a  seminal 
role  during  his  five-year  tenure  in  establishing  the  United  States  Institute 
of  Peace  as  a  national  center  of  professional  research,  education  and 
training  on  peacemaking  and  international  conflict  resolution.  I  relish  the 
opportunity  to  build  on  his  legacy  in  this  the  tenth  anniversary  year  of  the 
Institute's  authorizing  legislation. 

I  come  to  the  Institute  from  a  multifaceted  background  as  an 
educator,  foreign  policy  analyst  and  diplomat  —  activities  which 
encompass  all  the  complementary  aspects  of  the  Institute's  work.  Most 
recently,  I  served  the  United  States  as  Ambassador  to  the  Philippines 
(1992-1993),  Assistant  Secretary  of  State  for  East  Asian  and  Pacific 
Affairs  (1989-1992),  and  Director  of  the  State  Department's  Policy 
Planning  Staff  (1986-1989).  Prior  to  this  tour  in  the  State  Department,  I 
spent  ten  years  at  the  RAND  Corporation  as  head  of  the  Political  Science 
Department  (1976-1986),  and  served  five  years  on  the  staff  of  the  National 
Security  Council  (1971-1976).  I  began  my  professional  career  as  a  teacher 
of  political  science  at  the  University  of  Michigan  (1966-1971). 
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Challenges  of  the  Post-Cold  War  World:    Doing  Better  Through 
Negotiations 

Over  more  than  three  decades  of  research,  teaching,  and 
involvement  in  international  affairs  I  have  witnessed  —  and  at  times  been  a 
minor  participant  in  ~  a  number  of  dramatic  developments  associated  with 
the  course  of  the  Cold  War:  from  the  Cuban  Missile  Crisis  through  the 
rise  of  Gorbachev,  from  the  effort  to  normalize  relations  with  China  to  the 
peace  accords  for  Cambodia.  In  the  short  time  since  the  fall  of  the  Berlin 
Wall  and  the  demise  of  the  Soviet  Union,  we  have  gained  some  sense  of 
the  challenges  as  well  as  the  promise  of  the  post-Cold  War  world. 
Unfortunately,  our  hopes  for  an  era  of  peace  and  stability  have  run  afoul  of 
the  difficult  reality  of  resurgent  ethnic  conflicts,  recurring  humanitarian 
emergencies,  and  the  destabilizing  proliferation  of  weapons  of  mass 
destruction.  The  order  imposed  by  the  bipolar  world  struggle  is  now  gone; 
today  we  are  improvising  our  way  uncertainly  toward  a  new  international 
system  and  new  approaches  to  advancing  national  and  collective  security. 
Today,  countervailing  forces  of  economic  integration  and  ethnic 
fragmentation  are  pulling  apart  the  nation-state,  heightening  our  sense  of 
uncertainty  and  the  potential  for  chaos. 

The  tragic  savagery  in  Bosnia  and  starvation  in  Somalia,  given 
visibility  by  the  growing  international  power  of  electronic  media,  have 
captured  our  attention  and  our  consciences.  Yet  beyond  the  reach  of  CNN 
cameras  are  more  than  two  dozen  other  local  conflicts  burdened  with  equal 
measures  of  brutality  and  human  suffering.  They  range  from  civil  strife  in 
Afghanistan  and  the  Sudan,  turmoil  in  the  emerging  states  of  the  former 
Soviet  Union,  and  failed  nation-states  such  as  Zaire,  through  regional 
tensions  in  South  Asia  and  on  the  Korean  Peninsula  that  threaten  to  erupt 
into  conflicts  employing  weapons  of  mass  destruction.  However 
localized,  these  conflicts  challenge  American  values  as  well  as  important, 
sometimes  vital,  political  and  security  interests. 

While  our  national  priorities  today  give  primacy  to  domestic 
challenges,  I  believe  that  American  leadership  in  international  affairs 
remains  critical  to  pursuing  our  own  interests  abroad,  as  well  as  those  of 
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allies  and  friends.  Our  national  assets  for  meeting  our  leadership 
responsibilities,  however,  are  in  a  period  of  major  adjustment.  Defense 
spending  is  being  cut  back  by  one-third;  and  foreign  economic 
assistance  also  is  contracting  substantially.  Just  as  important,  we  face 
new  and  often  unfamiliar  intellectual  and  political  challenges  which  ~ 
given  post-Cold  War  resource  constraints  —  we  must  cope  with 
through  more  effective  diplomacy  as  well  as  private-sector  initiatives 
designed  to  meet  our  economic  and  humanitarian  objectives  abroad.  We 
also  must  work  to  better  equip  the  next  generation  of  American  leaders, 
now  in  high  schools  and  colleges,  to  meet  the  new  and  complex  challenges 
of  the  21st  century  with  tools  appropriate  to  this  new  era. 

The  United  States  Institute  of  Peace  is,  I  believe,  singularly 
positioned  to  strengthen  our  national  capabilities  for  meeting  these 
complex  international  challenges.  Our  mandate,  as  established  by 
Congress,  is  to  serve  the  public  and  the  Government  with  "the  widest 
possible  range  of  education  and  training,  basic  and  applied  research 
opportunities,  and  information  services  on  the  means  to  promote 
international  peace  and  the  resolution  of  conflicts  among  the  nations  and 
peoples  of  the  world  without  recourse  to  violence." 

In  its  eight  years  of  operation,  the  Institute  has  grown  to  be  a 
national  institution  with  networks  of  policy-makers  and  diplomats  as  well 
as  scholars,  teachers,  and  students  from  coast  to  coast,  enlarging  the  public 
focus  on  conflict  resolution  in  the  international  arena.  Our  mix  of 
complementary  programs  includes  grants,  fellowships,  education  and 
training  activities,  research  projects  and  conferences,  library  resources  and 
special  programs  such  as  rule  of  law  and  religion,  ethics  and  human  rights. 
These  activities  place  us  at  the  forefront  of  both  analysis  and  action  on 
international  conflict  resolution. 

Currently  our  twin  priorities  are  to  increase  efforts  in 
education  and  training  and  to  expand  our  on-going  activities  that  will 
help  practitioners  better  understand  and  resolve  current  international 
conflicts  or  preempt  potential  clashes  through  early  intervention.  The 

most  dramatic  example  of  the  productive  fusion  of  our  research  and 


944 


training  activities  is  Ambassador  Robert  Oakley's  leap  from  directing 
Institute  study  groups  on  Somalia  and  peacekeeping  on  one  day,  to  serving 
as  the  President's  Special  Envoy  for  Somalia  on  the  next.  Ambassador 
Oakley  emphasized  in  his  after- action  report  that  the  dialogue  in  his  1992 
Institute  study  group,  which  included  leading  representatives  of  various 
Somali  factions,  was  "very  useful  in  avoiding  conflict  and  obtaining 
cooperation  from  the  armed  Somali  factions  and  allowing  humanitarian 
activities  to  resume  rapidly  on  a  massive  scale...." 

Education  and  Training:  New  and  Expanded  Programs 

At  the  urging  of  a  number  of  Congressional  leaders,  the  Institute 
has  set  as  its  first  priority  to  increase  programs  of  education  and 
training  and  related  research  on  conflict  resolution  skills,  both  in  the 
classroom  and  for  practitioners  in  the  worlds  of  diplomacy  and  non- 
governmental public  service  work.  As  the  only  national  institution  with 
an  explicit  mandate  to  support  education  and  training  in  international 
conflict  resolution,  we  feel  a  special  responsibility  to  strengthen  the  skills 
of  practitioners.  Moreover,  our  teaching  efforts  over  the  past  several  years 
have  revealed  a  strong  demand  from  educators  across  the  country  for  more 
up-to-date  and  relevant  teaching  materials  about  international  conflict 
resolution. 

Thus,  we  are  prepared  to  expand,  with  Congressional  support,  our 
education  and  training  programs  at  all  levels,  which  is  why  we  have 
requested  an  additional  $1,060,000  for  FY  1995.  Let  me  highlight  some 
of  our  current  and  planned  activities  —  in  particular,  two  important  new 
programs  which  the  added  funding  would  help  to  move  forward.  As  we 
meet  here  today,  the  Institute  is  conducting  a  pilot  program  in 
international  conflict  resolution  skills  training  (ICREST).  This 
program  seeks  to  enhance  a  participant's  ability  to  think  critically  and 
creatively  about  mediation  and  negotiation  and  to  provide  in-depth 
information  on  the  dynamics  of  conflict  escalation  and  de-escalation. 
Training  is  being  offered  to  U.S.  diplomatic  and  military  personnel, 
practitioners  from  regional  organizations  such  as  the  OAS  and  OAU,  and 
representatives  from  a  country  —  Cambodia  —  which  is  seeking  to  advance 
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a  process  of  national  reconciliation  after  decades  of  war  and  revolutionary 
violence. 

The  second  new  program  is  the  initiation  of  the  Matsunaga 
scholars  program  for  college  undergraduates,  as  authorized  by 
Congress  in  1992.  These  scholarships,  which  would  support  study  on 
subjects  related  to  international  peace  and  conflict  resolution,  will  enable 
undergraduates  across  the  country,  including  those  from  smaller,  liberal 
arts  colleges,  to  pursue  projects  and  receive  specialized  training  in  conflict 
resolution. 

The  Matsunaga  scholars  program  would  have  an  important 
multiplier  effect  on  other  Institute  educational  activities  at  the  high  school, 
graduate  and  post-doctoral  levels.  Among  the  programs  we  seek  to 
enhance  in  this  area  is  the  popular  annual  National  Peace  Essay  Contest,  in 
which  some  8,000  high  school  students  from  49  states  participated  during 
the  1992-93  school  year. 

We  also  plan  to  expand  our  training  activities  in  the  area  of 
teacher  enrichment.  This  includes  enhancing  a  summer  institute  for 
teachers  of  international  affairs  and  history  in  four-year  colleges  and 
establishing  such  an  institute  for  community  college  teachers.  We  also 
plan  to  enlarge  our  educational  outreach  by  developing  workshops, 
symposia  and  multimedia  programming  (including  radio  and  video)  for  the 
general  public  and  educators,  particularly  for  classroom  use. 

Another  important  activity  in  our  educational  expansion  effort  is 
the  development  of  teaching  materials,  including  the  production  and 
distribution  of  a  curriculum  resource  package  in  international  peace  and 
conflict  resolution  for  use  in  high  school  and  college  classrooms.  And  as 
we  look  ahead  to  the  prospect  of  interactive  video  becoming  a  more 
accessible  classroom  technology,  I  envisage  some  exciting  possibilities  for 
innovations  that  would  enable  students  to  better  relate  world  conflicts  (and 
their  resolution)  to  their  personal  lives. 
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Real-Time  Conflict  Resolution  Efforts 

Based  on  the  recognition  that  our  national  resources  devoted  to 
international  security  and  foreign  economic  assistance  are 
contracting,  the  Institute  is  strengthening  its  research  and  training 
activities  designed  to  make  more  effective  use  of  diplomatic  tools.  We 

are  now  developing  an  integrated  approach  to  the  full  cycle  of  conflict 
management  strategies,  starting  with  early  warning  indicators  of  likely  or 
emerging  international  conflicts,  moving  to  techniques  of  preventive 
diplomacy  and  the  management  and  resolution  of  on-going  conflicts,  and 
finally  attending  to  post-conflict  problems  such  as  demobilization  and 
resettlement. 

Let  me  also  highlight  some  of  our  activities  directed  to  current 
conflicts: 

•NORTH  KOREA:  Last  fall,  the  Institute  convened  a  special 
working  group  on  the  North  Korean  nuclear  challenge  comprised 
of  former  officials  and  other  leading  experts.  We  held  eight  rounds 
of  discussions  with  scholars  and  senior  administration  officials  in 
an  effort  to  clarify  a  confusing  and  dangerous  situation  and  to 
explore  negotiating  strategies.  Two  weeks  ago  we  issued  a  special 
report  that  I  believe  will  help  deepen  public  understanding  of  this 
serious  security  challenge  and  perhaps  contribute  to  a  more 
effective  policy  response  by  the  United  States  and  its  allies. 

•KASHMIR:  In  the  past  year  we  have  convened  two  symposia 
which  brought  together  former  Indian  and  Pakistani  diplomats  and 
military  officials  (including  several  Institute  fellows)  with 
Kashmiris  and  human  rights  activists  in  an  effort  to  explore 
possibilities  for  a  "ripening"  of  this  enduring  conflict  between  two 
states  friendly  to  the  United  States.  Senior  State  Department 
officials  were  subsequently  briefed  on  policy  options  and 
mediation  possibilities. 
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•TIBET:  Just  last  month  the  Institute  published  a  report  on  a  fall 
conference  which  brought  together  China  scholars,  specialists,  and 
Tibetan  activists  --  including  representatives  of  the  Dalai  Lama  — 
to  explore  approaches  to  alleviating  Tibetan  grievances  while 
taking  into  account  security  concerns  of  the  Chinese  government. 
The  conference  sought  to  identify  the  sources  of  conflict  and 
suggest  fruitful  approaches  to  promoting  a  process  of 
reconciliation  between  Tibetans  and  Han  Chinese. 

•SUDAN:  Last  October,  the  Institute  —  in  collaboration  with  the 
Africa  Subcommittee  of  the  House  Foreign  Affairs  Committee  — 
organized  a  symposium  on  the  conflicts  in  Sudan.  After  the 
meeting,  the  Subcommittee  hosted  negotiations  between  the  two 
participating  southern  factions,  leading  to  a  cease-fire  between 
them  and  establishing  the  basis  for  further  negotiations. 

In  thus  summarizing  the  Institute's  many  programs,  I  hope  the 
Subcommittee  will  discern  a  growing  educational  effort  integrated 
from  high  school  programs  through  post-graduate  research  and  civic 
outreach,  and  the  melding  of  policy-relevant  research  with  training 
programs  for  practitioners.  I  believe  the  Institute,  in  its  special  role  as 
an  independent,  federal  resource  center,  is  performing  unique  and 
increasingly  valuable  services  in  strengthening  our  national  capabilities  to 
promote  the  non-violent  management  and  resolution  of  international 
conflicts  —  as  Congress  intended  when  it  passed  the  Institute's  authorizing 
legislation  a  decade  ago. 

Conclusion:  A  More  Efficient,  Productive  Institute 

Mr.  Chairman,  I  am  keenly  aware  of  the  stringent  fiscal 
environment  in  which  we  all  must  operate.  In  this  regard,  I  want  to  stress 
to  the  members  of  this  Subcommittee  that  the  appropriation  of  the  Institute 
has  been  fixed  at  $11  million  or  less  over  the  past  three  years.  Our  FY 
1995  budget  request  provides  for  only  a  partial  adjustment  for 
inflation  and  a  modest  increase  to  support  the  important  new  (and 
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expanded)  education  and  training  programs  I  have  outlined  in  this 
testimony. 

We  are  fully  aware  of  the  need  to  be  more  efficient  and  creative  in 
using  the  valuable  public  resources  that  Congress  commits  to  our  efforts. 
That  is  why  one  of  my  first  acts  as  president  was  to  initiate  a  general 
review  of  the  Institute's  internal  organization  and  management  process. 
This  review  has  reassessed  all  of  the  Institute's  procedures  and  activities 
with  a  view  to  making  the  organization  both  more  innovative  and  effective 
in  its  work.  We  are  seeking  to  strengthen  working  relations  and  improve 
productivity  within  and  among  our  various  programs  while  placing  greater 
emphasis  on  education  and  training  programs  and  other  forms  of  public 
outreach. 

Let  me  conclude  by  observing  that  precisely  because  of  our 
difficult  national  budgetary  situation,  Congress'  commitment  of  funds  to 
the  United  States  Institute  of  Peace  is,  I  believe,  a  prudent  and  productive 
investment  in  programs  which  will  strengthen  our  national  capabilities  for 
negotiating  the  resolution  of  international  conflicts.  Better  still,  more 
effective  diplomacy  can  help  prevent  conflicts  from  escalating  to  a  point 
where  they  require  expensive  commitments  of  military  and  economic 
resources.  And  our  educational  efforts  will  encourage  first-rate  young 
minds  to  consider  innovative  careers  in  the  field  of  conflict  resolution. 
These  are  vital  national  assets  appropriate  to  the  challenges  of  the  post- 
Cold  War  world.  For  all  these  reasons,  I  hope  that  you  and  your 
colleagues  will  support  our  FY  1995  appropriation  request. 

Thank  you  for  your  attention  and  consideration. 
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Witness  Biographies 

Richard  H.  Solomon  became  president  of  the  Institute  in  September 
1993,  having  most  recently  served  as  assistant  secretary  of  state  for  East 
Asian  and  Pacific  Affairs  (1989-92)  and  U.S.  ambassador  to  the 
Philippines  (1992-93).  As  assistant  secretary,  Dr.  Solomon  negotiated  the 
first  UN  "Permanent  Five"  peacemaking  agreement  for  Cambodia,  had  a 
leading  role  in  the  dialogue  on  nuclear  issues  among  the  United  States  and 
North  and  South  Korea,  helped  establish  the  Asia-Pacific  Economic 
Cooperation  (APEC)  initiative,  and  led  U.S.  negotiations  with  Japan, 
Mongolia,  and  Vietnam  on  important  bilateral  matters.  In  the  Philippines, 
he  coordinated  the  closure  of  the  U.S.  naval  bases  and  developed  a  new 
framework  for  bilateral  and  regional  security  cooperation.  Dr.  Solomon 
previously  served  as  director  of  the  State  Department's  policy  planning 
staff  (1986-89),  and  senior  member  at  the  National  Security  Council  staff 
(1971-76)  where  he  was  involved  in  the  process  of  normalizing  relations 
with  the  People's  Republic  of  China.  From  1976  to  1986  he  was  head  of 
the  social  science  department  at  the  RAND  Corporation.  He  began  his 
career  as  a  professor  of  political  science  at  the  University  of  Michigan 
(1966-71).  He  has  written  numerous  professional  articles  and  authored  or 
edited  six  books,  including  Mao's  Revolution  and  Chinese  Political 
Culture  (1971),  A  Revolution  Is  Not  a  Dinner  Party  (1976),  The  China 
Factor  (1979),  and  Nuclear  Dilemmas  and  Asian  Security  (1986).  Dr. 
Solomon  earned  a  Ph.D.  in  political  science  from  the  Massachusetts 
Institute  of  Technology. 

Theodore  M.  Hesburgh,  C.S.C.,  is  president  emeritus  of  the  University 
of  Notre  Dame,  where  he  was  president  for  35  years,  from  1952  to  1987, 
the  longest  tenure  among  active  presidents  of  American  institutions  of 
higher  learning.  Among  his  accomplishments  at  Notre  Dame  was  the 
establishment  of  the  Institute  for  International  Peace  Studies,  whose 
advisory  committee  he  chairs.  Father  Hesburgh  has  held  14  presidential 
appointments  relating  to  civil  and  human  rights,  Vietnam  War  objectors, 
atomic  energy,  Third  World  development,  and  immigration  reform.  In 
1957,  he  became  a  charter  member  of  the  U.S.  Civil  Rights  Commission, 
and  he  was  its  chairman  from  1969-1972.  As  ambassador  to  the  1979 
U.N.  Conference  on  Science  and  Technology  for  Development,  he  was  the 
first  Catholic  priest  to  serve  in  a  formal  diplomatic  role  for  the  U.S. 
government. 

Charles  E.  Nelson  is  the  Institute's  executive  vice  president.  Mr.  Nelson 
previously  served  as  vice  president  of  an  American  export  trading 
company  conducting  business  with  Latin  America.  Previously,  he  was  an 
executive  in  the  RAND  Corporation's  housing  and  civil  justice  programs. 
He  also  worked  as  a  lawyer,  manager,  and  senior  administrator  in  the 
United  States  Agency  for  International  Development  and  in  a  private 
consulting  firm  on  economic  and  social  development  programs  in  the 
Middle  East,  Africa  and  Latin  America.  Mr.  Nelson  holds  an  A.B.  degree 
(magna  cum  laude)  from  Harvard  University  and  an  LL.B.  from  Harvard 
Law  School  and  has  completed  graduate  courses  at  the  London  School  of 
Economics  and  the  National  War  College. 
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PRIVATE  FUNDING 


Ms.  DeLauro.  Thank  you  very  much  for  your  testimony  and  for 
outlining  the  unique  role  and  mission  of  the  Institute. 

Let  me  just  ask  whether,  now  that  the  role  and  mission  of  the 
Institute  is  well  understood,  there  can  be  private  sources  of  funding 
for  the  Institute. 

For  instance,  could  the  Carnegie  Endowment,  another  founda- 
tion, or  one  of  the  major  institutions  be  looked  to  for  support  of  the 
Institute  rather  than  the  Federal  Government? 

Mr.  Solomon.  As  you  know,  our  authorizing  legislation  estab- 
lished that  we  should  operate  exclusively  on  Federal  funding.  Two 
years  ago,  that  legislation  was  changed  to  make  possible  the  acqui- 
sition of  private  sector  funds  for  two  specific  purposes:  A  building 
and  hospitality  in  support  of  our  programmatic  work.  We  have 
begun  a  process  of  looking  into  and  developing  a  game  plan  for 
fund-raising  so  instead  of  spending  money  on  rent,  we  can  hope- 
fully acquire  a  permanent  facility  appropriate  to  the  purposes  of 
the  Institute  of  Peace. 

We  are — to  work  up  to  that  fund-raising  effort — making  a  projec- 
tion of  what  we  see  our  purpose  as  being  10  or  20  years  down  the 
road,  because  once  you  have  a  game  plan,  then  you  can  assess 
what  your  space  and  personnel  needs  are.  That,  of  course,  trans- 
lates into  what  you  would  require  for  a  facility. 

Now,  we  are  going  through  that  process  systematically.  I  antici- 
pate a  fund-raising  effort  focused  according  to  the  legislative  sup- 
port on  those  two  objectives,  that  is  a  building  and  hospitality.  I 
look  forward  to  that  getting  under  way  as  this  fiscal  year  advances. 

REQUEST  FOR  FUNDING  INCREASE 

Ms.  DeLauro.  In  taking  a  look  at  your  request  for  funding,  the 
increase  is  $1.3  million? 

Mr.  Solomon.  A  combination,  $1  million  and  a  little  more  for  the 
expanded  education  and  training  work  and  $300,000  for  the  infla- 
tion adjustment. 

Ms.  DeLauro.  You  mentioned  some  of  the  programs  like  the 
Matsunaga  scholars.  What  does  the  $1.3  million  encompass? 

Mr.  Solomon.  Again,  the  expanded  education  and  training  activ- 
ity is — the  request  for  an  expansion  is  $1,060,000.  That  increase 
would  then  fund  the  following  kinds  of  activities. 

We  would  do  more  in  this  area  of  training  for  foreign  policy  prac- 
titioners through  the  ICREST  program,  the  kind  of  skills  training 
activity  we  have  under  way  now. 

We  would  fund  for  the  first  time  the  Matsunaga  Scholars  Pro- 
gram at  the  undergraduate  level.  We  would  also  expand  our  sum- 
mer institutes  at  both  the  high  school  and  the  college  levels. 

One  of  the  things  that  has  happened  with  the  end  of  the  Cold 
War  is  that  among  those  who  are  not  specialists  on  international 
relations  or  history  but  who  teach  it,  and  social  studies,  or  other 
courses  at  the  college  level,  there  is  a  strong-felt  need  to  under- 
stand how  the  world  has  changed  and  how  we  can  we  deal  with 
it,  where  America's  role  in  the  world  is  changing  in  the  ways  I 
have  indicated. 
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So  what  we  are  doing  is  holding  summer  training  institutes  for 
educators  where  we  pull  together  curriculum  materials  with  ex- 
perts and  specialists  who  will  brief  them  and  enable  them  in  a 
compact  and  efficient  way  to  build  curricula  which  will  address  the 
issues  that,  again,  are  related  to  our  charter  on  international  con- 
flict and  approaches  to  managing  and  resolving  conflict. 

Ms.  DeLauro.  Let  me  just  ask,  if  the  committee  is  not  able  to 
fully  fund  the  Institute's  budget  request,  which  of  the  expansion  ac- 
tivities are  the  highest  priority? 

Mr.  Solomon.  I  would  say  that  that  is  an  issue  we  have  not  at 
this  point  weighed  one  against  another,  only  because  we  have  tried 
to  develop  a  balanced  set  of  programs.  I  would,  frankly,  want  to 
defer  an  answer  on  that  for  the  moment  and  let  my  colleagues  con- 
fer. We  can  get  an  answer  back  to  you  on  the  question,  if  we  were 
only  partially  funded,  where  we  would  put  the  money. 

Ms.  DeLauro.  What  would  be  helpful  if  that  were  the  case,  then 
what  would  be  the  consequences,  in  your  collective  views,  of  not 
funding  those  particular  programs. 

Mr.  Solomon.  We  will  be  glad  to  get  you  an  answer  on  that. 

[The  information  follows:] 
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As  a  national  education  and  training  institution,  the  Institute  is  committed 
to  providing  high  quality  programs  in  international  peace  and  conflict 
resolution  to  the  country's  community  of  teachers  and  learners,  (i) 
beginning  at  the  high  school  level,  (ii)  extending  through  undergraduate 
and  graduate  levels,  and  (iii)  expanding  to  include  foreign  affairs 
practitioners  and  the  adult-out-of-school  public.  Years  of  careful  planning 
and  field  testing  have  created  a  USIP  education  and  training  program  that 
is  integrated  and  synergistic,  as  outlined  in  our  request  for  additional 
funding.  Consequently,  not  funding  particular  elements  of  the  education 
and  training  expansion  program  will  reduce  our  overall  impact  by 
weakening  the  integrated  effort  from  high  school  programs  through  post- 
graduate research  and  public  outreach. 

Our  democracy  depends  on  a  well-informed  citizenry  in  fashioning 
peacemaking  and  peacebuilding  policies  in  an  increasingly  complex  global 
system.  The  quality  of  formal  education  at  the  secondary  and  collegiate 
levels  is  arguably  the  determining  factor  in  the  preparation  of  this 
citizenry.  Essential,  too,  are  more  specialized  training  and  continuing 
education  programs  for  professionals  and  the  general  public,  respectively. 

The  Institute  is  hard-pressed  to  place  a  higher  priority  on  any  one  of  these 
audiences  as  opposed  to  another.  It  counts  on  the  mutually  reinforcing 
effects  of  its  education  and  training  activities  to  maximize  what  can  be 
achieved  with  its  currently  modest  funding.  Nevertheless,  if  Congress 
appropriated  less  than  the  full  increment  of  funds  requested  for  expansion 
of  our  education  and  training  programs,  we  would  apply  the  funding 
received  to: 

•an  expansion  of  foreign  policy  practitioner  training; 

•a  beginning  of  the  Matsunaga  Scholars  program  (at  a  lower  level  than 

currently  planned); 

•an  expansion  of  teacher  training  institutes  for  high  school,  four-year 

institutions,  and  community  colleges;  and 

•additional  curriculum  and  teaching  materials  for  high  schools  (at  a 

lower  level  than  currently  planned). 

Allocating  reduced  funding  in  this  manner  would  mean  among  other 
things  (a)  reduction  in  the  fiscal  year  1995  funding  planned  for  the 
Matsunaga  Scholars  program  and  educational  media  programming  and  (b) 
deferral  until  later  years  of  the  expansion  in  internships,  clearinghouse  and 
technical  assistance,  and  the  National  Peace  Essay  Contest. 
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Ms.  DeLauro.  I  will  yield  at  this  point. 

Mr.  Porter.  Thank  you,  Madam  Chairwoman. 

Dr.  Solomon,  we  are  delighted  you  are  the  new  president  of  the 
Institute.  I  believe  that  with  the  end  of  the  Cold  War,  the  Institute 
has  become  even  more  relevant;  and  one  of  the  wonderful  things 
your  predecessor  was  able  to  do  was  to  bring  Father  Hesburgh  and 
others  to  the  Board,  people  with  great  standing  and  stature  in  our 
society  and  around  the  world.  I  think  together  the  Institute  has 
really  made  a  great  deal  of  progress. 

Are  there  institutions  like  yours  in  other  countries?  And  if  so,  do 
you  interface  with  them  in  any  way  and  share  ideas? 

PEACE  INSTITUTES  IN  OTHER  COUNTRIES 

Mr.  Solomon.  The  answer  is  yes.  There  are  a  number  of  such 
institutions;  and  while  I  cannot  say  in  our  relatively  brief  history 
we  have  developed  intense  relations,  one  of  the  things  we  are  look- 
ing at  specifically,  at  the  request  of  the  Executive  Branch,  is  work- 
ing with  a  number  of  European  institutions  in  trying  to  think 
through  a  way  to  deal  with  this  terrible  situation  in  the  former 
Yugoslavia,  the  Bosnian  conflict. 

We  have  been  in  touch  with  several  institutions;  and  if  we  get 
the  kind  of  encouragement  and  support  from  the  Executive  Branch 
to  be  more  active  on  the  specific  problem,  I  would  envisage  us  de- 
veloping perhaps  a  conference  or  some  networking  of  activities  to 
specifically  consider  ways  of  stabilizing  the  situation  in  south 
central  Europe. 

BRIDGING  BETWEEN  GOVERNMENT  AND  RESEARCH 

Mr.  Porter.  How  do  you  resolve  questions  of  practical  applica- 
tion with  questions  of  being  more  in  the  nature  of  an  academic  in- 
stitution that  looks  more  broadly  at  issues  of  conflict  resolution?  In 
other  words,  in  a  certain  way,  you  could  be  pulled  in  to  be  made 
a  part  of  the  State  Department  which  is  not  exactly  your  role,  be- 
cause you  have  the  expertise  that  can  lead  to  solving  current  and 
real  problems;  on  the  other  hand,  you  have  to  look  at  your  long- 
run  role  as  well.  How  do  you  deal  with  that? 

Mr.  Solomon.  Father  Ted  may  want  to  comment  on  this.  Let  me 
say,  having  been  an  academic  by  professional  training,  having 
worked  at  a  think  tank,  RAND,  I  think  one  of  the  strengths  of  the 
Institute  that  makes  it  different  from  Carnegie  or  others  is  the  way 
we  bridge  the  worlds  of  academic  research  and  government  policy 
and  operations.  We  have  worked  with  the  State  Department  policy 
planning  staff.  We  worked,  as  I  mentioned  earlier,  with  the  Africa 
Subcommittee  in  the  House  Foreign  Affairs  Committee,  bringing 
together  academic  specialists  with  those  who  do  the  negotiating  or 
legislating  relative  to  many  of  these  issues. 

It  is  our  bridging  capacity,  as  Father  Ted  said,  our  convening 
power,  which  really  makes,  I  think,  our  work  unique  and  especially 
important.  We,  for  example,  bring  together  the  best  insights  of  the 
academic  analysts  into  training  programs  for  practitioners. 

Father  Hesburgh.  Before  answering  your  question  directly,  let 
me  say  on  behalf  of  our  board,  how  delighted  we  are  to  have  Dr. 
Solomon  here  as  our  new  President,  because — he  is  too  modest  to 
tell  you  himself — but  he  has  just  exactly  what  we  were  looking  for; 
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and  as  a  member  of  the  search  committee,  I  must  say  we  were 
looking  for  someone  who  was  actually  an  educator. 

He  taught  at  the  University  of  Michigan  in  political  science  and 
international  studies.  We  were  looking  for  someone  who  knew  how 
to  interrelate  with  a  fairly  complicated  and  lean  organization  that 
knew  how  to  get  maximum  results.  He  spent  10  years  as  a  program 
director  and  department  head  at  RAND  which  gave  him  great  ex- 
perience there.  We  wanted  someone  who  understood  the  other  dif- 
ferences in  government  work — to  reach  for  peace  and  still  have  to 
do  it  on  a  day-by-day  almost  fire  department  way,  when  the  bell 
rings,  he  has  to  jump. 

There  is  a  policy  planning  department  at  State  that  doesn't  have 
much  time  to  reflect  on  policy.  When  they  get  a  question,  they  need 
an  answer  right  now — the  National  Security  Council,  which  was 
more  of  a  planning  operation  during  the  nuclear  age. 

Dick  has  been  Director  of  Policy  Planning  and  also  been  a  very 
important  member  of  NSC.  On  top  of  that,  with  negotiating  being 
such  a  big  part  of  peacemaking  today,  as  we  see  in  the  Middle  East 
right  now,  he  had  a  very  special  quality  in  having  been  ambas- 
sador, the  last  ambassador  we  had  in  the  Philippines  during  the 
time  when  disengagement  and  the  closeout  of  our  bases  there  was 
taking  place.  I  think  he  did  a  superb  job  there. 

Having  said  that,  let  me  add  that  coming  from  the  educational 
sector.  The  Institute  is  one  of  the  few  things  I  have  been  asked  to 
do  in  Washington  that  I  knew  something  about.  Actually,  on  civil 
rights,  I  had  to  learn  from  scratch;  immigration  and  refugee  policy 
I  had  to  learn  from  scratch.  Also  many  others  along  the  line,  like 
the  National  Science  Board  especially. 

Let  me  say  coming  into  this  organization,  I  had  gone  through  the 
experience  of  founding  a  peace  institute  at  the  university  thanks  to 
Mrs.  Joan  Kroc  of  McDonald's.  We  have  an  endowment  for  the 
work  of  the  institute  at  the  university  and  also  a  building  that  we 
can  inhabit  and  that  will  be  visible  to  the  rest  of  the  university. 

As  a  result  of  that — I  will  not  take  you  through  a  long  list — but 
we  have  done  rather  unique  educational  work  in  the  area  of  peace. 
We  know  how  difficult  it  is.  We  have  actually  right  now  20  faculty 
members  who  on  their  own  time  work  with  us  as  faculty  fellows. 
We  have  over  40  individual  courses  in  16  different  departments 
that  work  on  peace  studies  in  one  way  or  the  other,  including  law, 
science,  and  of  course  the  normal  government  relations  areas. 

But  above  all  of  that,  we  have  hundreds  of  youngsters  every  year 
getting  introduced  to  peace;  but  we  find  that  we  are  out  there  plow- 
ing right  after  a  blizzard  because  there  is  not  that  much  equipment 
around  or  that  much  knowledge  about  how  you  go  about  peace  and 
conflict  resolution  and  other  such  very  important  approaches  to 
peace. 

We  have  found  it  important  to  have  a  peace  institute  here  in 
Washington,  that  has  a  decent  annual  budget,  to  have  experts  here 
who  work  with  our  experts  at  the  university,  realizing  there  are 
200  different  peace  study  groups  in  universities  out  of  the  3,000 
universities  in  America,  but  having  a  strong  center  here  which  is 
both  governmental  and  in  a  sense  nongovernmental. 

We  have  to  plow  our  way  through  that  snow  and  find  the  road. 
The  Peace  Institute  is  an  enormous  help.  We  have  had  undergradu- 
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ate  students  who  have  been  interns  there,  learning  greatly  from 
that  summer  experience.  Matsunaga  Scholars  will  make  it  a  longer 
and  better  experience.  We  have  had  professors  who  are  strong  in 
one  area,  the  Middle  East,  China,  whatever.  They  have  had  study 
grants  to  get  out  and  get  down  and  publish  something  which, 
again,  can  come  out  under  the  cachet  of  the  Peace  Institute  here 
as  well  as  our  own. 

We  have  had  scholars  who  have  come  to  a  symposia  that  the 
Peace  Institute  put  on  here  in  Washington  where  they  could  have 
immediate  access  to  all  kinds  of  governmental  people  and  congres- 
sional people  that  they  normally  would  not. 

I  just  have  to  say  that  having  a  peace  institute  here  is  an  enor- 
mous force  to  buttress  these  other  activities  going  on  in  the  private 
sector  which  I  would  guess  if  you  added  them  all  up  would  come 
to  far  more  than  what  we  expend  on  the  budget  of  the  Peace  Insti- 
tute here. 

So  I  was  amazed  coming  in  cold  a  couple  of  years  ago  to  see  how 
well  the  Institute  had  done  with  a  relatively  small  amount  of 
money.  I  say  that  telling  you  that  our  university  at  Notre  Dame 
costs  a  million  dollars  a  day  just  for  the  whole  university.  This  In- 
stitute goes  on  around  $11  or  $12  million  a  year  and  still  turns  out 
an  enormous  intellectual  production.  The  publications  are  good;  the 
conferences  are  productive. 

Let  me  say  one  quick  word  about  the  intersection  of  what  we  are 
doing  in  a  basic  educational  way  and  what  happens  in  the  world. 

I  take  Somalia  as  something  that  everybody  is  familiar  with.  Bob 
Oakley,  who  was  working  with  us,  put  together  a  conference  on  So- 
malia, a  study  group,  did  the  preliminary  work,  had  the  various 
factions  come  here. 

We  were  probably  the  only  group  in  Washington  that  could 
convoke  such  a  group  of  people.  They  came  because  we  are  not 
looked  upon  as  the  United  States  Government;  we  are  a  peace  in- 
stitute funded  by  the  government. 

So  they  came  here.  Relationships  were  set  up.  The  problem  was 
elucidated.  Then  we  had  the  crisis  of  hundreds  of  thousands  of  peo- 
ple dying.  We  had  to  get  in  right  away.  We  had  to  get  in  with  a 
military  force  to  clear  up  the  roads  and  deliveries. 

Bob  Oakley  went  from  one  day  being  at  an  Institute  conference 
on  Somalia,  knowing  all  the  factions  involved,  to  the  next  day  being 
over  there  as  the  President's  envoy.  I  have  to  admit  candidly  when 
he  had  to  come  back,  the  military  got  a  little  bit  out  of  whack  and 
we  had  some  real  problems.  I  think  most  people  understand  the 
fact  we  are  now  getting  out  and  even  applauding  that  fact.  The  fact 
of  the  matter  is  because  of  the  work  this  Institute  did  in  anticipat- 
ing the  problem  before  it  happened  or  while  it  was  happening,  Bob 
Oakley  was  able — as  a  resource  for  this  government — to  switch 
from  the  academic  side  to  the  practitioner  side  and  did  a  superb 
job  the  few  months  he  was  there. 

I  think  that  that  is  just  one  example  of  the  kind  of  thing  we  can 
do.  Excuse  me  for  being  lengthy. 

Mr.  Porter.  I  was  going  to  say,  Father  Hesburgh,  one  of  the  dif- 
ficulties in  the  past  with  the  Institute  itself  is  not  enough  people 
in  Congress  actually  knew  all  of  the  good  things  the  Institute  is 
doing.  It  is  very  helpful  for  them  to  get  a  little  educated  as  to  how 
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well  the  Institute  is  doing  and  how  practical  it  is  in  terms  of  affect- 
ing the  problems  in  the  world  today. 

CONFLICT  RESOLUTION  TRAINING  WITH  THE  OAS 

Last  year,  Charles  Nelson  had  testified  that  the  Institute  was 
discussing  a  conflict  resolution  and  a  management  training  pro- 
gram in  Latin  America  with  the  Organization  of  American  States. 
What  collaboration  has  occurred  in  this  specific  matter  to  date?  Are 
you  doing  the  same  thing  with  other  groups  like  that? 

Mr.  Nelson.  Dick  mentioned  the  program  that  we  have  going  on 
right  while  we  are  meeting  here  today  in  training  in  conflict  resolu- 
tion skills  that  centers  on  personnel  from  the  Organization  of 
American  States  and  the  delegations  to  the  OAS  in  various  Latin 
American  and  Caribbean  countries.  It  also  includes  countries  from 
the  Organization  of  African  Unity,  people  from  all  the  factions  in 
Cambodia  apart  from  the  Khmer  Rouge,  and  some  from  the  U.N. 
So  it  is  not  just  the  OAS  as  it  has  evolved  but  it  has  a  heavy  focus 
on  the  OAS. 

Some  of  the  participants  are  asking  if  we  can  bring  that  program 
to  their  countries.  Even  though  it  is  Thursday  and  we  still  have  a 
day  to  go,  we  are  very  encouraged  by  it. 

APPLIED  PROJECTS — NORTH  KOREA,  BURMA 

Mr.  Porter.  I  have  an  editorial  from  Sunday's  New  York  Times 
where  a  report  by  the  U.S.  Institute  of  Peace  was  referred  to  in  the 
editorial  dealing  with  North  Korea  and  what  is  happening  there. 

Can  you  tell  us  the  involvement  there  as  a  result  of  this  report? 
Whether  there  has  been  similar  involvement — you  already  men- 
tioned Somalia  and  others;  what  about  in  the  Sudan,  other  places 
like  that? 

Mr.  Solomon.  I  appreciate  the  question,  because  I  think  it  gives 
an  idea  of  how  we  feel  we  make  a  special  contribution  through  our 
convening  power  without  being  a  big  bureaucracy. 

As  you  know,  I  formerly  served  as  an  Assistant  Secretary  of 
State  and  dealt  with  the  Korea  issue.  In  this  instance,  we  saw  the 
government  dealing  with  an  interagency  problem  that  is  extremely 
complex.  As  Assistant  Secretary,  it  was  really  tough  to  try  to  build 
a  consensus  on  the  issue.  What  the  Institute  did  was  to  organize 
a  working  group  of  about  a  dozen  experienced  people  who  are  now 
in  the  private  sector.  They  met  every  10  days  or  so  with  a  relevant 
government  official.  Over  a  three-month,  four-month  period,  we 
talked  through  the  issues. 

On  that  basis,  I  think  we  formulated  a  negotiating  approach  that 
is  appropriate  to  the  situation  and  to  U.S.  interests.  Our  lean, 
mean,  nimble  approach,  reflecting  the  fact  that  we  are  a  fairly 
small  organization  but  one  that  does  bridge  the  private  sector  and 
the  government,  enables  us  to  move,  frankly,  I  think  more  rapidly 
than  the  operating  branches  of  the  government  who  have  to  deal 
with  a  more  complex  interagency  process. 

So  this  report  which  is  mentioned  in  the  New  York  Times  edi- 
torial reflects  solid  thinking,  dialogue  with  the  government,  and  it 
is  designed  not  to  upstage  the  State  Department  or  the  other  oper- 
ating agencies  but  to  help  catalyze  thinking  about  a  very  complex 
policy  problem. 
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That  is  the  kind  of  model  of  what  I  would  see  as  one  dimension 
of  our  activities. 

To  give  you  another  example,  our  general  counsel,  Charles 
Smith,  has  led  our  rule  of  law  initiative.  What  he  has  looked  at 
over  the  years  is  a  problem  called  transitional  justice.  When  you 
have  bad  guys  who  fall  out  of  power  or  who  are  under  pressure  to 
leave,  whether  it  is  the  Stasi  in  East  Germany  or  the  military  gov- 
ernment in  Burma,  they  may  be  under  pressure  but  reluctant  to 
give  up  power  where  they  would  be  subject  to  various  punitive  ac- 
tions. To  facilitate  a  negotiated  resolution  of  a  confrontation  or  to 
clear  the  air  for  past  wrongs,  we  have  been  doing  research  on  the 
way  that  this  transitional  justice  issue  has  been  dealt  with  in  Latin 
America,  Germany,  elsewhere.  We  are  taking  that  experience  and 
with  Neal  Kritz,  one  of  Charles'  associates,  and  Dr.  Steve 
Pieczenik,  another  policy  analyst,  a  man  experienced  in  inter- 
national negotiations,  we  are  trying  to  work  with  the  State  Depart- 
ment, with  Congressman  Richardson,  who  was  just  over  in  Burma, 
and  come  up  with  some  ideas  about  how  one  structures  a  negotia- 
tion, how  one  encourages  the  SLORC,  how  one  funnels  ideas  into 
the  process  of  negotiation  which  would  hopefully  lead  to  a  return 
to  civilian  government — to  elected  government  in  Burma.  That  is 
just  another  example.  I  could  tick  off  a  few  others. 

But  this  is  an  example  of  the  kind  of  mechanism  and  the  role, 
the  contribution  that  I  believe  the  Institute  can  make  and  be  more 
active  in  feeding  ideas  into  the  Congress,  into  the  Executive 
Branch,  at  a  time  when  everybody  is  downsizing  in  staff. 

So  that  is  a  good  example  of  the  kind  of  work  I  hope  we  can 
strengthen  in  the  time  ahead. 

Mr.  Porter.  Dr.  Solomon,  thank  you  very  much.  As  I  said  before, 
I  think  the  Institute  has  become  not  only  much  more  relevant  in 
today's  world  than  when  it  was  founded,  but  you  are  doing  very 
practical  and  worthwhile  things  and  playing  a  key  role  in  resolving 
some  of  the  conflicts  and  moving  us  in  the  right  direction.  We  ap- 
preciate your  good  work. 

Thank  you. 

Mr.  Solomon.  Thank  you. 

Mr.  Porter.  Thank  you,  Madam  Chairwoman. 

Ms.  DeLauro.  Mrs.  Bentley? 

Mrs.  Bentley.  Thank  you,  Madam  Chairwoman. 

NORTH  KOREA  REPORT 

First,  I  would  like  to  refer  to  the  same  report  Mr.  Porter  did,  the 
one  on  North  Korea.  It  was  excellent.  We  heard  very  positive 
things  about  it  from  the  think  tank  community. 

Mr.  Solomon.  Thank  you. 

WORK  ON  BURMA 

Mrs.  Bentley.  Of  course,  that  report  serves  as  a  good  example 
of  making  your  work  relevant  to  current  problems.  You  mentioned 
Burma.  Are  you  doing  a  similar  report  on  Burma? 

Mr.  Solomon.  We  would  probably  do  something  a  little  quieter 
because  of  the  character  of  the  negotiations  that  are  under  way. 

In  the  past,  I  have  worked  this  problem  through  back  channels, 
quiet  channels.  Our  objective  would  be,  frankly,  to  encourage  a  dia- 
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logue  between  Daw  Aung  San  Suu  Kyi  and  the  military.  We  do  not 
want  to  undercut  her  position.  We  would  be  thinking  about  ways 
of  having  the  State  Department,  Congressman  Richardson,  the 
U.N.,  and  other  governments  or  regional  organizations  backstop 
what  I  think  would  appropriately  be  the  centerpiece  of  a  dialogue 
between  Daw  Aung  San  Suu  Kyi  and  the  military. 

Mrs.  Bentley.  How  many  people  today  have  been  killed  in 
Burma? 

Mr.  Solomon.  At  the  moment,  the  situation  seems  to  have  the 
stability  of  a  very  repressive  environment.  There  are,  of  course,  re- 
ports of  torture.  I  don't  know  the  numbers  of  past  deaths  there. 
There  was  large  loss  of  life  when  the  military  suppressed  the  de- 
mocracy movement  several  years  ago. 

It  is  a  horrible  situation.  I  could  try  to  get  you  some  numbers. 
I  don't  have  them  in  my  head. 

[The  information  follows:] 

Unfortunately,  no  one  really  knows  how  many  deaths  have  been  caused  by  the 
repressive  actions  of  the  State  Law  and  Order  Restoration  Council  (SLORC),  the 
military  regime  currently  ruling  Burma  (Myanmar).  Estimates  about  the  order  of 
magnitude  that  most  observers  regard  as  more  or  less  reliable  are  found  in  the 
State  Department's  human  rights  reports  for  1988  and  1989.  Political  violence  in 
Rangoon  (Yangon)  in  1988 — i.e.,  large-scale  killing  of  civilians  by  military  security 
forces — has  been  estimated  to  have  led  to  hundreds  of  deaths  in  March  and  hun- 
dreds more  in  June  of  1988.  Some  2,000  were  estimated  to  have  died  between  Au- 
gust 8  and  13,  and  another  1,000  between  September  19  and  21,  1988.  (Asia  Watch's 
estimates  are  even  greater,  reporting  that  as  many  as  10,000  were  believed  to  have 
been  killed  in  August  and  September,  1988,  with  thousands  more  later  being  jailed 
or  "disappeared.") 

In  1989,  the  State  Department  found  credible  evidence  of  continued  civilian 
killings  by  security  forces.  Precise  numbers  are  not  available,  but  it  is  known  that 
several  students  died  after  being  mistreated  in  custody,  and  both  political  prisoners 
and  common  criminals  died  while  in  custody  or  while  performing  forced  labor  under 
inhumane  conditions.  Civilians  recruited  as  porters  for  the  military  (many  of  them 
from  ethnic  minorities)  died  as  a  result  of  dangerous  conditions  or  were  beaten  and 
murdered  by  the  Burmese  Army. 

Since  1989,  reports  of  civilian  deaths  due  to  SLORC  repression,  including  in  con- 
flicts with  ethnic  minorities,  have  continued,  but  numbers  have  been  difficult  to  ver- 
ify and  have  remained  unconfirmed. 

OTHER  REPORTS  LIKE  NORTH  KOREA 

Mrs.  Bentley.  I  would  like  to  get  them.  Are  you  doing  any  other 
follow-up  reports  on  North  Korea? 

Mr.  Solomon.  We  had  some  requests  for  follow-on  work  based  on 
the  North  Korea  project,  helping  translate  it  into  a  more  practical 
negotiating  strategy. 

We  are  looking  at  other  hot  spot  situations.  For  example,  the  re- 
lationship between  Russia  and  Ukraine  is  now  quite  tense. 

We  just  convened  a  workshop  that  looked  at  the  dimensions  of 
the  situation  and  very  well  may  follow  on,  thinking  about,  again, 
approaches  to  managing  that  situation,  using  our  influence  to  pre- 
vent an  outbreak  of  war. 

I  mentioned,  I  think  before  you  came  in,  our  looking  at  southern 
Europe,  thinking  about  ways  of  developing  a  policy-oriented  dia- 
logue with  the  Europeans  about  how  to  stabilize  the  situation  in 
the  Balkans.  That  would  again  be  a  priority  area. 

WORK  ON  FORMER  YUGOSLAVIA 

Mrs.  BENTLEY.  You  are  working  on  that  now? 
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I  notice  from  the  report  concerning  Yugoslavia  that  you  are 
working  with  a  large  number  of  individual  scholars,  civic  leaders. 
Who  are  some  of  the  political  leaders  in  the  former  Yugoslavia  you 
may  be  working  with? 

Mr.  Solomon.  Unfortunately,  our  director  of  that  activity,  Ken 
Jensen,  is  not  with  us.  I  will  be  glad  to  get  you  names,  chapter  and 
verse.  He  is  the  expert. 

Mrs.  Bentley.  I  would  appreciate  getting  that. 

Mr.  Solomon.  Right. 

[The  information  follows:] 
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Institute  contacts  with  Yugoslavs  date  back  to  the  beginnings  of  the 
Institute,  although  their  numbers  and  variety  increased  following  the  East 
European  revolutions  of  1989.  These  contacts  have  been  made  mostly 
through  informal  roundtables  and  brown-bag  lunches  to  discuss  the  work 
of  the  Institute  and  exchange  views  regarding  the  situation  in  the  Balkans. 
For  the  most  part,  visitors  have  been  academics  and  civic  leaders,  although 
on  some  occasions,  such  as  the  1992  visit  of  Vasil  Tupurkovski  (member 
of  the  collective  presidency  of  Macedonia  at  that  time),  officials  have  paid 
calls. 

The  Institute's  contacts  have  included  legal  scholars  and  political  scientists 
such  as  Eugen  Pusic  of  Zagreb;  Serbian  opposition  journalists  such  as 
Stojan  Cerovic  of  Vreme  in  Belgrade;  Slovenia  defense  personnel — 
including  Under  Secretary  of  Defense  Andrej  Kocbek — on  military 
exchange  visits  to  the  United  States;  and  Bosnian  civic  leaders  such  as 
Edib  Korkut.  Other  Institute  visitors  have  included  Montenegrin 
constitutional  lawyers,  Hungarian  scholars  from  Voivodina,  and  Sephardic 
Jews  from  Croatia. 

The  Institute's  June  1991  conference  on  Ethnic  Conflict  Resolution  Under 
the  Rule  of  Law  in  Eastern  Europe  brought  a  number  of  Yugoslavs  to 
Washington.  These  included  geographer  Anton  Gosar  from  the  University 
Edvard  Kardeli,  Ljubljana;  Radio  Belgrade  journalist  Neboysa  Spaic; 
Vojislav  Stanovcic,  professor  of  political  theory  at  the  University  of 
Belgrade;  presidential  legal  adviser  Robert  Travas  from  Zagreb;  lawyer 
and  assistant  to  the  president  of  the  Democratic  Party  Natasa  Vuckovic 
from  Belgrade;  Radovan  Vukadinovic,  a  political  scientist  from 
Sveuciliste  University  in  Zagreb;  and  Hodjera  Zoran,  representative  of  the 
Democratic  Party  in  Belgrade. 

In  recent  months,  the  Institute  has  developed  contacts  among  the  Bosnian 
Muslim  and  Bosnian  Croatian  communities,  as  well  as  among  Serbia  civic 
and  political  organizations  and  communities  in  Kraijina  and  Croatia  as 
well  as  in  Serbia.  Among  the  organizations  with  which  the  Institute  has 
been  in  touch  recently  are  the  Erasmus  Guild  in  Zagreb,  the  Belgrade 
Circle  of  Intellectuals,  the  Center  for  Antiwar  Action,  the  Civil  Alliance  of 
Serbia,  the  Forum  for  Ethnic  Relations,  the  Network  on  Serbian/Albanian 
Relations,  and  the  Serbian  Democratic  Forum. 

The  Institute  has  awarded  grants  to  several  former  Yugoslav  nationals, 
including  former  diplomat  and  Vreme  correspondent  Cvijeto  Job,  presently 
in  Washington,  and  Damir  Grubisa  of  IRMO  in  Zagreb.  The  latter  grant 
was  offered  to  support  conflict  resolution  training  work  involving  ethnic 
minorities  throughout  the  former  Yugoslavia.  The  Institute  has  also  made 
several  grants  to  U.S.  non-governmental  organizations  pursuing  ethnic 
conflict  resolution  work  in  former  Yugoslavia.  These  organizations,  in 
turn,  have  worked  with  significant  numbers  of  Yugoslavs. 

Since  the  Institute's  appropriations  hearing  on  March  17,  the  Institute  has 
awarded  a  visiting  fellowship  to  Vesna  Pesic  of  the  Institute  of  Philosophy 
and  Social  Theory  in  Belgrade.  Dr.  Pesic,  a  long-time  Serbian  human 
rights  activist,  is  president  of  the  Civil  Alliance  and  Center  for  Antiwar 
Action.  During  her  visiting  fellowship  she  will  study  the  role  of  various 
Yugoslav  institutions  in  bringing  on  the  current  conflict. 
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INTERNATIONAL  BROADCASTING 


Mrs.  Bentley.  Mr.  Solomon,  as  you  know,  the  Chinese  are  block- 
ing radio  broadcasting  to  China,  not  to  mention  the  government 
having  stiff-armed  Secretary  Christopher  on  his  recent  trip  over 
there.  Mr.  Porter  and  I  have  teamed  up  on  a  bill  called  Radio  Free 
Asia.  Given  the  political  climate,  do  you  not  think  it  is  important 
for  us  to  accelerate  efforts  to  set  up  a  Radio  Free  Asia  service? 

Mr.  Solomon.  I  am  aware  of  your  interests  in  this  issue.  Let  me 
give  you  my  own  perspectives,  partly  given  my  past  activities,  and 
then  the  Institute's.  There  is  absolutely  no  question  but  that  radio 
broadcasting  is  extremely  important  in  opening  up  the  situation  in 
many  parts  of  Asia,  China  being  one  of  them.  Just  last  night,  I  met 
with  a  group  of  China  watchers  who  have  been  meeting  for  20- 
some  years  sharing  their  experiences.  These  are  people  who  meet 
in  private.  They  are  government  people,  academics. 

There  is  a  general  strong  impression  based  upon  discussions  with 
Chinese  and  through  trips  to  China  that  Voice  of  America  very 
clearly  gets  through;  that  whatever  jamming  may  be  done  is  almost 
done  for  symbolic  reasons,  but,  in  fact,  everybody  listens  to  VOA. 
VOA  has  great  credibility  in  China  and  is  worth  strengthening. 

My  understanding  at  the  moment  is  that  the  radio  issue,  how  to 
deal  with  it,  is  being  discussed  in  a  House-Senate  conference  com- 
mittee. As  far  as  the  Institute  being  helpful  in  that  area,  as  you 
probably  know,  our  charter  says  that  we  cannot  intervene  until  the 
legislative  ground  rules  have  been  spelled  out. 

We  are  doing  a  number  of  things  not  targeted  specifically  on 
Radio  Free  Asia  but  on  broadcasting  and  its  impact  on  democratic 
transitions.  We  have  been  discussing  internally  the  idea  of  holding 
some  form  of  workshop  on  the  role  of  international  communica- 
tions, more  broadly,  on  the  issue  of  democratic  transition. 

One  of  the  things  about  China  today  as  opposed  to  two  decades 
ago  when  I  began  working  on  the  normalization  process  as  a  staff 
member  at  the  National  Security  Council  is  that  the  country  is  dra- 
matically open.  With  fax  machines  and  direct  telephone  calls,  this 
is  very  substantially  a  country  open  to  information  from  abroad. 

Whether  a  new  radio  is  needed  and  what  other  ways  exist  for  re- 
inforcing China's  current  openness  is  something  that  is  definitely 
worth  looking  at.  We  have  given  a  number  of  fellowships  and  grant 
support  to  individuals  looking  at  the  role  of  international  commu- 
nication on  democratic  and  political  transitions;  and  as  this  legisla- 
tive discussion  here  over  the  future  of  the  radios  is  sorted  out,  we 
would  be  glad  to  work  with  your  staff  in  looking  at  the  best  ways 
that  we  can  backstop  and  give  ideas  to  your  efforts. 

Mrs.  Bentley.  You  mentioned  Voice  of  America.  I  just  have  to 
point  out  that  Radio  Free  Europe  was  given  much  of  the  credit  for 
accelerating  the  fall  of  the  Berlin  Wall. 

Mr.  Solomon.  Sure. 

CAMBODIA 

Mrs.  Bentley.  Are  you  planning  or  doing  anything  to  discuss  the 
threats  to  democracy  in  Cambodia?  Somebody  mentioned  the 
Khmer  Rouge  a  moment  ago.  They  are  still  very  much  involved 
over  there  and  there  is  a  great  deal  of  concern  about  that. 
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Mr.  SOLOMON.  Correct.  There  are  four  Khmer  from  the  newly 
elected  government  who  are  participating  this  week  in  our  conflict 
resolution  skills  training  effort. 

We  have  been  discussing  with  them  the  next  phase  of  what  has 
been,  I  think,  a  dramatically  successful  U.N.  peace  building  oper- 
ation there,  stabilizing  the  situation,  and  conducting  the  elections. 
As  you  know,  the  Khmer  Rouge  absented  themselves  from  the  elec- 
toral process.  As  you  say,  they  are  very  much  in  the  game,  but  they 
are  not  participating  in  the  government.  They  are  running  their 
own  areas. 

We  have  been  discussing  with  the  Khmer  who  we  have  brought 
to  Washington  this  week  what  we  might  be  able  to  do  to  help  them 
think  through  how  to  promote  a  process  of  further  dismantling  the 
Khmer  Rouge  threat.  There  are  a  number  of  important  dimensions 
of  this.  It  is  a  transitional  justice  issue.  That  is,  given  the  horren- 
dous loss  of  life  that  occurred  during  their  rule  in  the  late  seven- 
ties, there  are  people  there  who  should  be  brought  to  account. 

How  best  to  do  that?  How  best  to  undermine  their  economic  links 
through  Thailand,  which  sustained  their  isolated  areas  of  operation 
and  their  military  capacity?  That  is  another  issue  we  are  looking 
at. 

Again,  I  think  the  Institute  can  bring  together  people  with  spe- 
cial perspectives  who  can  perhaps  help  these  people  focus  on  the 
problem.  Indeed,  while  we  are  constrained  by  budget  limitations, 
the  Cambodians  have  asked  us  to  send  a  group  over  to  their  coun- 
try to  help  them  think  through  this  process.  I  am  not  sure,  as  I 
say,  we  have  the  resources  to  do  that,  but  it  is  the  sort  of  thing 
that  the  work  we  are  doing  implicitly  could  make  contributions  to 
in  a  number  of  places  in  the  world. 

Mrs.  Bentley.  Our  information  is  that  the  Khmer  Rouge  contin- 
ues to  broadcast  in  heavy  doses — another  reason  why  we  are  push- 
ing for  this  Radio  Free  Asia  service. 

Mr.  Solomon.  It  is  interesting.  I  wasn't  aware  of  that.  I  know 
the  U.N.  radio  during  the  UNTAC  period  was  very  influential.  I 
will  have  to  look  into  that.  I  wasn't  aware  that  that  was  the  case. 

YUGOSLAVIA 

Mrs.  Bentley.  Just  a  last  comment.  As  you  mentioned  southern 
Europe,  I  think  one  of  the  problems  there  is  the  lack  of  informa- 
tion. There  is  strict  government  control  in  old  Yugoslavia.  They 
have  been  trying — various  individuals  have  been  trying  to  get  some 
sort  of  radio,  TV,  or  that  going  in  there  to  get  information  out. 

This  is  an  area  I  really  think  some  effort  should  be  expended  in 
order  to  accomplish  that.  This  may  be  the  one  way  we  get  democ- 
racy going  there. 

Thank  you. 

Thank  you,  Madam  Chairwoman. 

engaging  young  people 

Ms.  DeLauro.  Let  me  say  thank  you  to  Mr.  Solomon,  Father 
Hesburgh,  Mr.  Nelson,  and  Ms.  Brown  for  being  here  today.  I  was 
particularly  interested  in  getting  some  understanding  of  how  we 
are  going  to  get  young  people  engaged  in  this  effort. 

[The  information  follows:] 
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The  Institute  is  engaging  young  people  in  a  variety  of  ways  in  identifying  creative, 
non-violent  approaches  to  international  conflict  resolution.  The  National  Peace 
Essay  contest  regularly  attracts  some  8  to  10  thousand  high  school  students  who 
conduct  research  and  prepare  essays  addressing  issues  of  critical  concern  in  the 
search  for  peace.  The  planned  Matsunaga  Scholars  program  will  permit  college  and 
university  undergraduates  to  undertake  special  projects  which  may  yield  innovative 
answers  to  some  of  the  difficulties  we  confront  in  international  relations.  The  Insti- 
tute's internship  program  exposes  young  people  to  the  work  of  the  Institute  and  al- 
lows them  to  conduct  special  projects  in  the  field  of  peace  and  conflict  resolution. 

The  Institute  has  produced  two  major  video  programs  with  teaching  guides  for 
high  school  and  college  students,  one  on  summit  negotiations  and  the  other  on  the 
history  of  the  Cold  War.  Our  grants  support  the  development  of  (i)  interdisciplinary 
studies  at  the  university  level;  (ii)  simulations  for  high  school  students;  and  (iii) 
high  school  and  college  curricula  on  security  and  conflict  reduction,  among  other 
topics.  A  modest  "stay-in-school"  program  provides  an  opportunity  for  high  school 
students  from  the  District  of  Columbia  to  work  and  learn  at  the  Institute.  Institute 
staff  and  fellows  regularly  make  presentations  before  high  school  and  college  audi- 
ences throughout  the  country.  Staff  also  provide  information  and  advice  to  teachers 
and  students  who  contact  the  Institute  on  a  regular  basis. 

The  Institute's  existing  programs  have  established  positive  track  records.  We  need 
additional  resources,  however,  to  fund  the  Matsunaga  Scholars  program  and  to 
reach  more  potential  essay  writers,  particularly  in  underserved  urban  and  rural 
communities.  The  number  of  interns  at  USIP  should  be  expanded  beyond  the  cur- 
rent level  of  three  per  year.  As  peace  and  conflict  resolution  studies  expand  on  cam- 
puses throughout  the  U.S.  and  abroad,  there  is  also  greater  need  for  curriculum  de- 
velopment and  teacher  training.  It  is  partly  for  these  reasons  that  the  Institute  is 
requesting  an  increase  in  funding  for  fiscal  year  1995. 

Father  HESBURGH.  May  I  put  a  quick  one  in  here? 

Ms.  DeLauro.  Yes,  Father. 

Father  Hesburgh.  A  few  seconds. 

I  think  that  that  is  precisely  what  this  modest  increase  is  about. 
Every  bit  of  that  is  going  to  bring  more  young  people  on  the  under- 
graduate, the  high  schools,  the  graduate  students  and  all  the  rest. 
It  is  modest  but  it  will  get  us  down  that  road  farther.  Thank  you. 

Mr.  Solomon.  Thank  you,  Madam  Chairwoman. 

Ms.  DeLauro.  Thank  you  very  much. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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Proposed  Education  Expansion 

Mr.  Natcher:  Please  provide  a  table  that  shows  how  the  one  million 
dollar  increase  requested  for  the  Institute's  Education  and  Training 
Expansion  Programs  breaks  down  by  activity  in  comparison  to  the  base 
funding  level. 

Dr.  Solomon:  The  breakdown  by  activity  follows: 

EDUCATION  AND  TRAINING  PROGRAM 

Summary  of  Funding 

FY  1994  -  FY  1995 

($000' S) 


Activity 

FY  1994 

FY  1995 

Regular 

Expansion 

Total 

Foreign  Policy 
Practitioner  Training 

261 

236 

200 

436 

Undergraduate  Student  and 
Teacher  Enrichment 

178 

171 

287 

458 

Secondary  Student  and 
Teacher  Enrichment 

624 

557 

374 

931 

Public  Education 
TOTAL 

20 

23 

199 

222 

1083 

987 

1060 

2047 

Mr.  Natcher:  Could  you  explain  how  the  expansion  programs  differ  from 
the  regular  programs? 

Dr.  Solomon:  As  planned  for  fiscal  year  1995,  the  Institute's  regular 
Education  and  Training  Program  will  include  continuation  of  the 
following  basic  components,  all  of  which  are  included  in  fiscal  year  1994: 

•foreign  policy  practitioner  training 

•summer    institutes    for    high    school    teachers    and    four-year 

undergraduate  college  teachers 

•student  summer  interns 

•National  Peace  Essay  Contest  activities 

The  expansion  program  for  fiscal  year  1995  will  consist  of  two  principal 
elements:  (1)  development  of  new  activity  areas  such  as  the  Matsunaga 
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Scholars  program  for  independent  study  by  college  undergraduates, 
summer  institutes  for  community  college  faculty,  conferences  and 
symposia  for  educators  and  the  general  public,  and  development  of 
teaching  materials  for  multiple  audiences;  and  (2)  expansion  of  areas 
included  in  the  regular  program  (listed  above)  in  which  the  Institute  has  a 
proven  record  and  where  demand  from  educators  is  high  (i.e.,  summer 
institutes  for  high  school  and  college  instructors,  conflict  resolution  skills 
training  for  foreign  affairs  professionals,  summer  internships  for  students, 
and  the  National  Peace  Essay  Contest). 

Mr.  Natcher:  We  understand  that  the  Institute  is  finishing  up  its  first 
International  Conflict  Resolution  Skills  Training  program  this  week.  Can 
you  characterize  the  type  of  professionals  who  are  attending  this  training 
and  the  new  skills  or  credentials  they  will  require? 

Dr.  Solomon:  The  thirty  participants  in  the  Institute's  first  International 
Conflict  Resolution  Skills  Training  program  included  mid  to  senior  level 
officials  from  organizations  such  as  the  Organization  of  American  States, 
the  Organization  for  African  Unity,  the  Inter-American  Defense  College, 
the  United  Nations  Department  of  Peacekeeping  Operations  and 
Department  of  Humanitarian  Affairs,  the  United  States  Department  of 
State  and  the  United  States  Information  Agency.  Participants  also 
included  representatives  from  the  Conflict  Prevention  Center  of  the 
Conference  on  Security  and  Cooperation  in  Europe  (CSCE)  and  high 
ranking  officials  from  Cambodia,  among  them  the  Second  Vice-President 
of  the  National  Assembly  of  the  Kingdom  of  Cambodia. 

The  topics  covered  included  conflict  analysis  (that  is,  what  constitutes 
conflict,  what  are  the  different  types  of  conflict,  what  are  the  various 
causes,  early  warning  signs,  and  recurrent  patterns  in  a  conflict  cycle), 
skills  training  in  conflict  management,  (i.e.,  prenegotiation  and  problem- 
solving  workshops,  bilateral  and  multilateral  negotiations,  mediation,  and 
types  of  third-party  intervention  in  conflict  mediation).  Our  objective  was 
to  assist  participants  to  think  creatively  about  practical  alternatives  for 
dealing  with  situations  of  conflict,  provide  in-depth  information  on 
conflict  escalation  and  de-escalation,  and  intervention  strategies,  and 
enhance  their  ability  to  distinguish  between  conflicting  positions,  interests, 
and  needs  in  a  bargaining  or  negotiation  process. 

Mr.  Natcher:  Why  do  you  need  3  additional  FTEs  to  implement  and  run 
the  proposed  expanded  education  programs? 

Dr.  Solomon:  Two  professional  staff  members  will  be  necessary  to  help 
further  develop  and  manage  the  conflict  resolution  training  and  public 
education  components  of  the  program,  respectively,  and  to  aid  in  the 
expansion  of  existing  core  programs.  The  equivalent  of  one  additional 
position  will  be  required  to  provide  clerical  and  other  support  for  these  and 
other  labor  intensive  educational  activities. 

Matsunaga  Peace  Medals 

Mr.  Natcher:  The  first  Matsunaga  Peace  Medals  were  awarded  to  former 
Presidents  Reagan  and  Carter  in  1992.  Why  haven't  these  medals  been 
presented  yet? 
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Dr.  Solomon:  Former  Presidents  Carter  and  Reagan  were  selected  by  the 
Board  of  Directors  in  November  1992,  and  in  early  1993  public 
announcement  of  the  awards  was  made.  Our  preliminary  thinking  was  to 
have  presentation  ceremonies  in  the  spring  of  1993.  We  did  not  anticipate, 
prior  to  the  selection  of  these  two  recipients,  that  both  laureates  would  be 
former  presidents,  which  greatly  increased  the  complexities  of  planning  a 
formal  presentation  as  well  as  the  amount  of  lead-time  required. 

Given  the  change  of  administration  and  the  extraordinarily  full  legislative 
agenda  during  1993,  it  has  taken  longer  than  expected  to  consult  with  key 
people  in  the  Congress  and  the  executive  branch  on  the  presentation 
process.  In  addition,  the  Institute  had  a  change  of  presidents  in  1993  and 
President  Carter's  and  President  Reagan's  schedules  were  quite  full.  More 
time  than  we  would  have  preferred  has  elapsed  since  the  awards  were 
announced,  but  we  expect  to  have  arrangements  finalized  soon. 

Mr.  Natcher:  Are  you  following  the  Committee's  instructions  that  there 
be  no  cash  awards  associated  with  these  medals  this  year? 

Dr.  Solomon:  The  legislation  passed  in  1990  establishing  the  medal 
directs  that  "the  award  shall  include. ..a  cash  award  not  to  exceed  $25,000 
for  any  recipient."  As  no  laureates  will  be  named  this  year,  no  fiscal  year 
1994  appropriations  will  be  used  for  this  purpose. 

Mr.  Natcher:  What  are  your  long-range  plans  for  this  program? 

Dr.  Solomon:  Congress  did  not  specify  intervals  between  presentation  of 
the  medals.  The  Institute  will  not  consider  subsequent  awards  until  after 
the  first  medals  are  presented. 

The  Institute  is  unable  to  speculate  about  the  identity  of  possible  future 
recipients,  but  the  Institute's  Board  of  Directors  has  affirmed  that  its 
selection  of  two  former  presidents  should  not  be  interpreted  as  limiting 
future  selection  of  laureates  to  persons  of  similar  prominence.  It  is  our 
expectation  that  laureates  will  include  educators,  scholars,  and  others 
whose  accomplishments  go  beyond  formal  diplomatic  and  governmental 
activities  and  for  whom  receipt  of  the  Matsunaga  Medal  could  be  the  most 
significant  recognition  of  their  work. 

Scholarship  Programs 

Mr.  Natcher:  Last  year  you  indicated  that  the  Matsunaga  Scholars 
program  would  begin  in  1994.  You  are  now  planning  to  begin  it  in  1995. 
Could  you  briefly  describe  this  program  and  how  it  will  compare  to  the 
Institute's  other  scholarship  programs? 

Dr.  Solomon:  The  Matsunaga  Scholars  program  will  be  the  Institute's 
only  program  exclusively  for  undergraduate  students.  It  thus  helps  to  fill  a 
gap  in  the  Institute's  scholarship  programs  which  begin  with  the  National 
Peace  Essay  Contest  for  high  school  students  and  extend  to  fellowships  for 
graduate  students,  and  fellowships,  grants,  and  institutes  for  faculty  and 
the  adult  out-of-school  public. 
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Once  initiated,  the  Matsunaga  Scholars  program  will  permit  the  Institute  to 
offer  support  to  promising  undergraduates  to  supplement  their  formal 
studies  with  special  research  projects  and  activities  that  may  include 
seminars  at  the  Institute  and  placement  at  appropriate  public  or  private 
agencies  for  a  summer-  or  a  semester-long  program. 

The  Matsunaga  Scholars  program  is  intended  to  support  undergraduate 
students  from  all  disciplines  who  wish  to  undertake  independent  research 
or  pursue  artistic  or  other  endeavors  on  subjects  relevant  to  international 
peace  and  conflict  resolution.  It  will  provide  students  with  greater 
exposure  to  more  applied  work  in  international  peacemaking  and  related 
activities  and  afford  them  the  opportunity  to  investigate  creative 
approaches  to  questions  of  war  and  peace  in  an  extracurricular  setting  of 
their  own  design. 

Mr.  Natcher:  Please  insert  at  this  point  in  the  record  a  historical  table 
showing  the  total  budget,  the  number  of  applicants,  the  number  of 
recipients,  and  the  average  award  per  recipient  for  each  of  the  following 
programs:  National  Peace  Essay  Contest,  Matsunaga  Scholars,  Peace 
Scholars,  Peace  Fellows,  Visiting  Fellows,  Distinguished  Fellows. 

Dr.  Solomon:  The  information  on  the  National  Peace  Essay  Contest  and 
Matsunaga  Scholars  follows;  the  table  on  the  next  page  shows  the 
historical  data  for  the  fellowship  program. 

The  National  Peace  Essay  Contest  budgets  for  student  costs  are  as  follows: 
approximately  $230,000  for  fiscal  year  1992,  $290,000  for  fiscal  year 
1993,  and  $280,000  for  fiscal  year  1994.  The  Institute  does  not  receive 
information  about  all  of  the  essays  that  are  written  (some  schools,  for 
example,  do  not  report  all  entries  received),  but  we  estimate  that  the 
number  of  participants  totaled  6,000  in  1992,  7,000  in  1993,  and  between 
8,000  and  9,000  in  1994.  There  were  121  scholarship  recipients  in  1992 
and  118  recipients  in  1993.  The  number  for  1994  is  yet  to  be  determined. 
The  first,  second,  and  third-place  national  winners  receive  $10,000, 
$5,000,  and  $3,500,  respectively,  in  scholarships.  State  first-place  winners 
receive  $500  scholarships,  while  second-place  winners  receive  $250  and 
third-place  winners  receive  $150. 

The  Matsunaga  Scholars  program  has  yet  to  be  initiated,  so  there  are  no 
historical  records.  We  plan  to  award  approximately  10  to  15  scholarships 
in  the  first  year  of  the  program  and  spend  between  $7,000  and  $10,000  per 
student  if  the  Congress  appropriates  the  funds  requested. 


Personnel  and  Administrative  Costs 

Mr.  Natcher:  As  you  know,  the  President  has  directed  executive  agencies 
to  decrease  staff  and  increase  administrative  efficiencies  as  part  of  his 
Reinventing  Government.  What  steps  has  the  Institute  taken  to  reduce 
personnel  and  administrative  costs? 

Dr.  Solomon:  As  I  noted  in  my  testimony,  we  have  conducted  a 
management  review  which  included  reassessing  our  overall  staffing  needs. 
This  effort  was  sensitive  to  current  concerns  to  minimize  staffing.    We 
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have  set  the  Institute's  personnel  complement  at  a  level  we  judge 
necessary  for  responsibly  fulfilling  the  Institute's  mandate.  In  fiscal  years 
1992  and  1993,  we  limited  the  growth  of  FTE's  to  lower  levels  than 
originally  projected  and  plan  to  review  this  growth  continuously  during 
fiscal  years  1994  and  1995. 

We  have  also  closely  examined  the  Institute's  expenses  for  management 
and  administration.  As  noted  in  our  fiscal  year  1995  budget  request,  the 
percentage  of  total  obligations  devoted  to  these  expenses  in  fiscal  years 
1989-1991  remained  at  about  19  percent.  In  fiscal  years  1992-1993,  the 
Institute  reduced  this  level  to  about  15  percent  and  projects  a  similar 
amount  for  fiscal  years  1994  and  1995. 

Grants 


Mr.  Natcher:  What  are  the  topics  for  the  solicited  grant  cycle  in  1995? 

Dr.  Solomon:  In  July  1994,  the  Institute  will  select  the  topics  for  the  1995 
solicited  grant  competition.  Topics  under  consideration  include:  (1)  an 
examination  of  the  relationship  between  environmental  issues  and 
international  conflict;  (2)  migration,  refugee  movements,  peace,  and 
stability;  (3)  threats  posed  to  peace  and  security  by  narcotics,  terrorism 
and  crime;  (4)  practitioner  training  in  cross-cultural  negotiations;  and  (5) 
peace  and  conflict  resolution  in  East  and  Southeast  Asia. 

Mr.  Natcher:  Of  the  total  amount  of  grants  awarded  in  1993-1995, 
provide  a  breakdown  of  how  much  money  went  to:  research  and  studies, 
education  and  training,  information  services,  Special  Middle  East 
Program,  special  Rule  of  Law  program,  and  the  special  program  on 
Religion,  Ethics,  and  Human  Rights. 

Dr.  Solomon:  The  following  is  a  breakdown  of  the  above  categories. 


Program  Category 

FY1993-Actual 

FY1994-Estimate 

FY1995-Estimate 

Research  &  Studies 
Education  &  Training 
Information  Services 
Total 

$1,811,742 

1,097,197 

49.050 

$2,957,989 

$2,044,000 
900,000 
180.000 

$3,124,000 

51,730,000 

1,077,000 

50.000 

52,857,000 

Special  Initiatives 

FY  1993-Actual 

FY  1994-Estimate 

FY  1995-Estimate 

Special  Middle  East 

5646,895 

5416,750 

S400,00C 

Program 

Human  Rights 

5144,050 

$55,000 

S60.00C 

Religion  and  Ethics 

545,000 

$100,000 

$65,00C 

Rule  of  Law 

SI  54 ,260 

$185,793 

S140,00C 
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Cost-of-Living  and  Locality  Pay  Increases 

Mr.  Natcher:  What  was  the  amount  of  the  locality  pay  increase  that  went 
into  effect  on  January  1,  1994  and  how  are  you  absorbing  this  unbudgeted 
cost  in  1994? 

Dr.  Solomon:  The  Institute  has  included  $78,500  in  its  fiscal  year  1994 
operating  budget  to  support  the  January,  1994  4.23%  locality  pay  increase. 
Funds  for  this  purpose  are  derived  from  unobligated  funds  carried  forward 
from  fiscal  year  1993. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January,  1995 
pay  raise  and  upon  what  percentage  increase  is  this  based? 

Dr.  Solomon:  In  its  fiscal  year  1995  budget  request,  the  Institute  included 
$46,600,  which  represents  a  2.5%  increase  to  support  a  January  1995  cost- 
of-living  pay  raise. 

Mr.  Natcher:  How  much  is  included  in  your  budget  for  a  January,  1995 
locality  pay  increase  and  what  percentage  increase  is  this  based  upon? 

Dr.  Solomon:  In  its  1995  budget  request,  the  Institute  included  $27,960, 
which  represents  a  1.5%  increase  to  cover  the  anticipated  January  1995 
locality  pay  increase. 


Program  Evaluation  Tools 

Mr.  Porter:  Specifically,  what  tools  do  you  use  on  an  ongoing  basis  to 
evaluate  the  effectiveness  and  efficiency  of  your  programs?  How  do  these 
evaluations  figure  into  your  funding  decisions? 

Dr.  Solomon:  The  Institute  uses  various  methods  to  evaluate  the 
effectiveness  of  each  of  its  programs: 

Grant  Program 

Before  funding  decisions  are  made,  grant  applications  are  reviewed  first 
by  a  panel  of  external  experts  and  then  by  Institute  staff  and  Board  of 
Directors.  Applications  received  for  a  particular  competition  are  assigned 
for  review  to  three  or  four  panels,  each  of  which  is  composed  of  five 
experts  in  relevant  fields.  Panelists  include  scholars,  policy  analysts, 
educators,  and  practitioners. 

At  the  conclusion  of  each  project,  the  product  produced  by  the  grantee  is 
reviewed  and  evaluated  by  Institute  staff.  Products  of  grants  of  $40,000  or 
more  are  evaluated  by  two  external  evaluators,  with  the  evaluators  selected 
for  each  project  because  of  their  particular  expertise  relevant  to  the  project. 
When  someone  who  has  received  a  grant  applies  for  another  grant,  the 
product  of  the  initial  grant  is  evaluated  by  two  external  evaluators. 
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Fellowship  Program 


Resident  fellows:  All  fellowships  are  subject  to  evaluation  by  Institute 
staff  and  outside  reviewers.  At  the  application  stage,  candidates  are 
evaluated  first  by  panels  of  outside  reviewers,  and  then  by  Institute  staff 
and  the  Board  of  Directors,  some  of  whose  members  interview  the 
finalists.  Program  staff  evaluate  each  fellowship  as  it  progresses  during 
the  fellowship  year,  with  formal  review  at  midyear  and  at  the  three-quarter 
mark,  as  well  as  at  the  conclusion  of  the  fellowship.  Written  products  of 
fellowships  are  evaluated  by  staff  as  the  first  step  on  the  road  to  possible 
publication.  Products  evaluated  positively  are  passed  to  the  Publications 
and  Marketing  Department  for  peer  review  by  outside  experts. 
Manuscripts  which  are  recommended  by  peer  reviewers  for  publication  by 
the  Institute  Press  are  extensively  reviewed  after  printing;  these  reviews 
constitute  an  important  basis  for  a  final  evaluation  by  Institute  staff. 

Dissertation  Fellowships  (Peace  Scholars):  Applicants  for  Peace 
Scholar  awards  are  reviewed  by  panels  of  outside  experts  in  the  field, 
Institute  staff,  and  the  Institute  Board  of  Directors.  Students  submit  a 
research  plan  at  the  beginning  of  the  fellowship  year,  write  progress 
reports  four  and  eight  months  later,  and  at  the  conclusion  of  the  fellowship 
send  in  a  final  report.  Upon  completion  of  the  dissertation,  students 
submit  a  copy  to  the  Institute  which  is  evaluated  for  possible  publication 
by  the  Institute  Press.  The  students'  graduate  adviser  is  asked  to  submit  a 
report  on  how  the  dissertation  contributes  to  knowledge  on  international 
peace  and  conflict  issues. 

Education  and  Training  Program 

Evaluation  questionnaires  are  administered  to  high  school  and  college 
faculty  who  attend  summer  workshops,  seminars,  educational  conferences, 
and  to  the  participants  in  the  recently  conducted  international  conflict 
resolution  skills  training  program.  They  are  completed  by  the  participants 
during  the  program  (so  that  changes  can  be  made),  at  the  end  of  the 
program,  and  as  part  of  a  six-month  follow-up.  Daily  de-briefings 
supplement  the  written  evaluations.  In  addition,  telephone  interviews  are 
conducted  with  participants  to  provide  USIP  with  in-depth  descriptions  of 
how  the  materials/methods  acquired  at  the  program  are  being  used  in  the 
classroom  or  work  setting  and  what,  if  any,  impact  they  are  having. 

In  addition  to  questionnaires  and  interviews,  professionals  in  the  field  of 
education  and  training  assess  potential  projects,  programs  in  progress,  and 
the  synthesis  of  evaluation  data.  With  large,  multi-year  projects  such  as 
the  Institute's  classroom  video  series  on  the  history  of  the  Cold  War 
professional  evaluators  have  been  contracted  to  undertake  comprehensive, 
independent  analyses  of  the  quality,  reach  and  impact  of  the  products. 

Essays  written  for  the  National  Peace  Essay  Contest  are  reviewed  first  by 
the  contest  coordinator  in  the  particular  high  school  and  then  by  two 
cycles  of  external  experts.  State-level  winners  are  determined  by  these 
outside  experts.  The  Institute's  Board  of  Directors  then  chooses  the 
national  winners  from  the  first-place  state  winners. 
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Research  and  Studies  Program  and  Special  Programs 

In  its  in-house  research  programs,  the  Institute  employs  various  evaluative 
mechanisms  at  different  stages  of  projects.  Decisions  to  pursue  particular 
topics  are  made  in  consultation  with  a  wide  range  of  appropriate  experts 
outside  the  Institute  who  help  assure  that  the  Institute's  work  advances 
knowledge  and  is  appropriate  in  form  and  substance  for  the  audiences  it 
addresses.  The  evaluation  of  such  experts  also  helps  avoid  unnecessary 
duplication  of  the  work  of  other  organizations  and  individuals. 
Publications  ready  for  production  are  reviewed  by  outside  scholars  and 
other  experts. 

Summer  Institutes 

Mr.  Porter:  Please  tell  us  more  about  the  Institute's  summer  institutes  for 
teachers  at  4-year  colleges  and  community  colleges,  and  why  they  are 
important  to  your  training  and  education  program. 

Dr.  Solomon:  In  an  informal  survey  of  college  and  university  faculty  and 
staff  of  educational  associations,  the  Institute  determined  that  a  need 
existed  for  a  program  which  would  allow  undergraduate  faculty  to  broaden 
their  knowledge  both  of  current  international  events  and  of  the  changing 
forces  which  govern  international  relations  today.  The  teaching  field  in 
general  is  struggling  to  keep  up  with  rapid  changes  in  the  international 
sphere  at  a  time  of  declining  university  resources  for  professional 
development.  Faculty  members  are  trying  to  interpret  new  international 
forces,  actors,  circumstances,  and  events  -  which  often  demand  a  new 
interdisciplinary  approach  -  while  using  the  now  outdated  Cold  War 
intellectual  frameworks  in  which  they  were  trained.  There  is  a  lack  of  up- 
to-date  textbooks,  which  forces  faculty  to  cobble  together  readings  or  to 
use  older  texts.  Faculty  members  are  also  searching  for  ways  to  improve 
their  teaching  of  complex  international  issues  to  students  who  are 
inadequately  grounded  in  history,  geography,  politics,  and  economics. 
They  want  to  explore  the  use  of  case  studies,  workshops,  discussions,  and 
simulations  and  to  assess  their  usefulness  in  teaching  various  subjects. 

Combining  its  access  to  substantive  expertise  on  topics  of  conflict  and 
peacemaking,  and  the  experience  it  has  accumulated  through  the  summer 
institutes  for  high  school  teachers,  the  Institute  has  put  together  a  week- 
long  program  to  allow  twenty-five  faculty  members  to  explore  the  nature 
and  sources  of  international  conflict  in  the  post-Cold  War  world,  new 
approaches  to  managing  these  conflicts,  and  effective  ways  to  teach  about 
conflict  and  peacemaking  at  the  undergraduate  level.  In  1995,  the  Institute 
plans  to  expand  this  program  with  a  week-long  seminar  specifically 
designed  for  community  college  teachers. 

In  addition  to  providing  a  needed  service  to  educators,  these  seminars  will 
allow  the  Education  and  Training  Program  to  reach  students  who  are  just 
forming  their  conceptions  of  how  the  world  works.  These  conceptions  will 
guide  them  in  their  adult  lives,  whether  or  not  they  choose  an  international 
career.  Exposing  them  to  the  broad  body  of  work  which  the  Institute 
supports  on  ways  to  manage  international  conflict  may  provide  them  with 
some  useful  skills.  It  will  certainly  provide  them  with  the  message  that 
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international  conflicts  are  not  hopeless  and  may  yield  to  serious  efforts  to 
manage  or  resolve  them  through  negotiations. 

Permanent  Headquarters 

Mr.  Porter:  In  1992  Congress  amended  the  Institute's  legislation  to  allow 
it  to  receive  gifts  and  contributions  to  obtain  a  permanent  headquarters. 
What  are  your  intentions  and  plans  in  this  area? 

Dr.  Solomon:  The  Institute's  Board  of  Directors  has  begun  to  assess 
options  for  obtaining  a  permanent  headquarters  building.  Planning  will 
depend  upon  a  combination  of  the  Institute's  projected  needs  and 
estimates  of  available  resources.  During  1994,  the  Institute  will  be 
reviewing  longer-term  needs  and  considering  various  means  for  generating 
the  financial  resources  required.  In  order  to  develop  the  most  feasible  plan 
possible,  the  Institute  will  consider  private  fundraising,  as  well  as  possible 
public  properties  that  may  become  available. 

Performance  Measures 

Mr.  Porter:  In  your  testimony  you  mentioned  that  you  are  investigating 
performance  measures  for  managers.  Would  you  elaborate  on  how  you 
plan  to  specifically  apply  performance  measures,  and  what  effect  you 
expect  these  measures  to  have  on  organizational  effectiveness? 

Dr.  Solomon:  In  my  testimony  I  referred  to  the  Institute's  developing 
heightened  procedures  of  performance  review  and  accountability  for  its 
senior  staff.  In  the  past  the  Institute  has  employed  a  procedure  whereby 
supervisors  and  their  staff  members  periodically  work  together  in 
developing  a  statement  of  plans  and  accomplishments  for  each  staff 
member.  Performance  appraisals  for  senior  staff,  however,  were  not 
formalized  in  the  same  manner.  Now  that  the  Institute  has  developed  to  its 
current  size  and  maturity,  evaluations  of  performance  by  the  senior  staff 
are  being  conducted  more  formally  with  particular  goals  and  measures  of 
performance  being  developed  for  each  director.  Our  expectation  is  that 
this  revised  procedure  will  provide  a  more  complete  record  of 
accomplishments  for  which  each  senior  staff  member  will  be  accountable 
and  thereby  increase  our  organizational  effectiveness. 


Outreach  to  Historically  Black  Colleges 

Mr.  Stokes:  According  to  your  statement,  the  Institute  is  taking  steps  to 
encourage  first  rate  young  minds  to  consider  innovative  careers  in  the  field 
of  international  conflict  resolution.  What  level  of  outreach  and 
recruitment  is  the  Institute  conducting  at  historically  black  colleges  and 
universities? 

Dr.  Solomon:  The  Institute  has  worked  through  the  Atlanta  University 
system  and  through  grants  to  the  Phelps  Stokes  Fund  to  develop  peace 
studies  curricula  and  research  on  international  conflict  resolution  among 
historically  black  colleges  and  universities  (HBCUs).  It  has  held  an 
outreach  workshop  on  Institute  grants  and  educational  opportunities  at 
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Mississippi  State  University  which  was  attended  by  faculty  and 
administrators  from  six  HBCUs.  Currently,  the  Institute  is  paying  special 
attention  to  HBCUs  in  recruiting  participants  for  its  upcoming  summer 
seminar  and  in  the  development  of  the  Matsunaga  Scholars  program. 

Historically  Black  Colleges'  Participation 

Mr.  Stokes:  With  regard  to  the  Institute's  plan  to  expand  the  teacher 
training  enrichment  initiative,  are  historically  black  colleges  and 
universities  going  to  participate  in  this  project?  What  would  be  their  role? 

Dr.  Solomon:  As  noted  above,  the  Institute  continues  to  make  every 
effort  to  involve  HBCUs  in  teacher  enrichment  programs.  In  designing 
the  institute  for  college  faculty  planned  for  this  summer,  Institute  staff 
consulted  with  faculty  at  Howard  University  and  Lincoln  University. 
Materials  announcing  the  summer  institute  were  sent  to  all  HBCUs. 
Targeted  follow-up  phone  calls  have  been  made  to  a  number  of  HCBUs 
and  applications  to  participate  in  the  seminar  have  been  received  from 
Shaw  University,  Miles  College,  and  the  University  of  the  District  of 
Columbia. 

Teaching  Conflict  Resolution  in  U.S.  High  Schools  and  Colleges 

Mr.  Stokes:  Today  more  than  ever,  there  is  an  increasing  need  for 
conflict  resolution  in  our  own  country.  I  understand  that  the  Institute  is 
developing  teaching  material  that  can  be  used  in  high  school  and  college 
classrooms.  Please  elaborate  on  this  initiative.  What  percentage  of  and 
how  much  of  the  FY  1994  budget  and  the  requested  FY  1995  funding 
would  be  invested  in  this  project? 

Dr.  Solomon:  The  Grant  and  Education  and  Training  Programs  are  the 
Institute's  two  principal  vehicles  for  outreach  to  high  school  and  college 
classrooms.  The  National  Peace  Essay  Contest,  summer  institutes  and 
curriculum  and  teaching  materials  development  all  concentrate  on  issues 
of  peace  and  conflict  resolution.  In  fiscal  year  1994,  the  Education  and 
Training  Program  is  allocating  approximately  $700,000  to  such  activities, 
an  amount  which  represents  close  to  70  percent  of  the  program's  funds.  If 
funding  for  the  expanded  program  is  approved  for  fiscal  year  1995,  this 
amount  is  expected  to  increase  to  about  $1,200,000  or  about  60  percent  of 
the  program's  greater  total  funding.  Nearly  $250,000  or  about  10  percent 
of  grant  funds  awarded  to  date  in  fiscal  year  1994  have  been  invested  in 
such  activities.  We  expect  these  grant  figures  to  rise  somewhat  in  fiscal 
year  1995. 


Economic  Embargoes 

Mr.  Serrano:  One  method  that  the  world  community  and  individual 
nations  use  to  rein  in  threats  or  enemies  without  resorting  to  war  is  the  full 
or  partial  economic  embargo.  But  it  appears  in  some  cases,  such  as  the 
U.S.  embargo  against  Cuba,  that  this  method  serves  only  to  hurt  the 
population  without  leading  to  the  overthrow  of  the  targeted  leader.  Please 
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discuss  the  usefulness  and  shortcomings  of  economic  embargoes,  with 
particular  reference  to  Cuba,  Haiti,  and  Iraq. 

Dr.  Solomon:  Our  ability  to  answer  this  question,  unlike  the  one  which 
follows,  is  limited  by  the  fact  that  we  have  not  supported  any  work  on  the 
topic  in  general  or  in  particular  about  how  embargoes  have  affected  Cuba, 
Haiti,  or  Iraq. 

Economic  embargoes  are  frequently  considered  as  a  tool  for  exerting 
pressure  to  attain  internationally  agreed-upon  goals  short  of  military 
engagement.  Knowledge  about  how  embargoes  work  and  what  goals  they 
are  best  suited  to  achieve  is,  we  believe,  inconclusive  based  on  studies  that 
we  are  aware  of. 

Of  the  hundreds  of  applications  for  grants  and  fellowships  received  to 
date,  no-one  has  submitted  a  fundable  proposal  to  the  Institute  on  this 
range  of  questions.  In  large  measure  because  of  the  cost  of  sophisticated 
economic  studies  and  because  of  competing  subject-matter  more  directly 
related  to  the  Institute's  charter,  we  have  not  examined  embargoes 
ourselves.  Despite  the  complexity  of  the  issues  involved,  we  would  be 
pleased  to  consider  some  qualified  applications  in  our  grant  program,  and 
would  expect  that  Cuba,  Haiti,  and  Iraq  would  each  offer  challenging 
possibilities  as  case  studies  in  this  context. 

Roles  of  Nationalism  and  Religion 

Mr.  Serrano:  Please  discuss  the  roles  of  nationalism  and  religion  in  the 
conflicts  we  see  today,  especially  in  the  Former  Soviet  Union.  Why  are 
people  who  lived  together  for  a  generation  or  more  under  the  Soviet 
system  with^  evident  tensions  turning  against  each  other  now? 

yf  Dr.  Solomon:  The  Institute  of  Peace  has  sponsored  a  number  of  activities 
that  are  relevant  to  understanding  the  role  of  nationalism  and  religion, 
particularly  in  the  former  Soviet  Union.  These  include  a  study  group  on 
developments  in  post-Soviet  Central  Asia,  a  conference  on  conflict  in  the 
Transcaucasus  (particularly  Nagorno-Karabakh),  a  study  group  on  current 
relations  between  Russia  and  Ukraine  and  a  working  group  on  religion  as 
a  source  of  conflict  that  has  addressed  the  case  of  Ukraine.  The  Institute's 
publications  in  this  area  include  a  book  on  religious  intolerance  and 
nationalism  in  Ukraine  and  special  reports  on  the  civil  war  in  Tajikistan 
and  prospects  for  political  evolution  and  the  role  of  Islam  in  post-Soviet 
Central  Asia. 

Most  observers  agree  that  the  Soviet  Union  was  divided  administratively 
in  such  ways  as  to  sow  distrust  and  tension  among  ethnic  and  religious 
groups.  The  Stalinist  system  gave  political  and  economic  control  within  a 
Soviet  republic  to  an  ethnic  group  which  neither  formed  a  majority  within 
that  republic  nor  lived  there  exclusive  of  other  places.  Populations  were 
shifted  to  create  the  kinds  of  tensions  that  would  keep  regions  from 
developing  homogeneous  identities  and,  with  that,  separatist  politics. 
Borders  were  drawn  to  place  portions  of  ethnic  groups  everywhere  under 
the  control  of  others.  As  long  as  control  from  Moscow  was  strong,  these 
devices  contributed  to  a  certain  degree  of  stability  precisely  because  they 
obstructed  local  or  regional  challenges  to  centralised  power. 
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In  Central  Asia,  new  ethnic  identities  were  created  by  communist  scholars 
in  Moscow  and  taught  to  peoples  for  the  purpose  of  creating  tension  with 
their  neighbors.  In  some  places,  this  was  so  craftily  done  that  two  peoples 
whose  histories  were  previously  inextricably  intertwined — like  the  Uzbeks 
and  the  Tajiks — sometimes  found  themselves  disputing  the  same  lands, 
holy  places,  and  national  heroes.  However,  the  distribution  of  peoples 
within  the  republics  and  other  divisions  of  Central  Asia  were  such  that 
these  tensions  were  relatively  easy  for  Moscow  to  control. 

With  the  breakup  of  the  Soviet  Union  and  the  accompanying  loosening  of 
Moscow's  control  over  large  portions  of  the  Russian  Federation,  ethnic 
relations  now  develop  without  the  brake  of  external  control  in  an 
atmosphere  of  economic  hardship  that  leads  groups  to  contest  for 
resources.  Coming  into  contact  again  with  the  outside  world — and  with 
their  fellow  ethnics  outside  their  Soviet  homelands  (and,  in  some  cases, 
outside  the  borders  of  the  former  Soviet  Union) — ethnic  and  national 
groups  have  once  again  taken  up  the  search  for  their  true  identities,  a 
process  that  characteristically  breeds  the  potential  for  conflict. 

As  to  the  specific  role  of  religion  in  ethnic  conflict  in  what  was  once  the 
Soviet  Union,  and  in  Eastern  Europe,  work  supported  by  the  Institute 
indicates  that  comprehensive  generalizations  are  not  instructive  since 
circumstances  vary  so  much  from  country  to  country.  In  the  Islamic  states 
of  the  former  Soviet  Union,  religion,  it  appears,  has  not  tended  so  far  to  be 
a  strong  factor  in  mobilizing  national  groups,  though  that  could  change  as 
the  result  of  worsening  economic  and  social  conditions,  as  well  as  growing 
external  influence  from  countries  like  Iran  and  Saudi  Arabia.  In  the 
conflict  between  the  Azeris  (Shiite  Muslim)  and  the  Armenians  (Armenian 
Orthodox)  over  Nagorno-Karabakh,  religious,  as  well  as  cultural,  and 
linguistic,  differences  are  some  of  the  important  factors  that  contribute  to 
polarizing  the  two  sides. 

In  Ukraine,  the  ethnic  tensions  between  the  Russians  and  the  Ukrainians 
have  not  as  yet  become  fully  identified  with  religion.  Nevertheless,  a 
certain  amount  of  religious  conflict  continues  to  exist  below  the  surface. 
There  are  tensions  among  the  former  Russian  Orthodox  church,  which  was 
imposed  upon  Ukraine  during  the  Stalinist  era,  and  two  local  Ukrainian 
churches,  the  Ukrainian  Catholics  and  the  Ukrainian  Autocephalous 
Orthodox,  both  of  which  were  harshly  persecuted  under  the  Soviets. 

The  Russian  Orthodox  have  contended  that  as  Ukraine  is  really  part  of 
greater  Russia,  so  churches  with  orthodox  roots,  like  the  Autocephalous 
Orthodox  and  the  Ukrainian  Catholics,  have  no  separate  legitimacy  and 
ought  to  be  members  of  the  Russian  Orthodox  Church.  By  contrast,  the 
Independent  Orthodox  consider  themselves  to  be  the  bonafide 
representatives  of  Ukrainian  nationalism  over  against  Russian  political  and 
religious  imperialism.  Furtheimore,  some  members  regard  the  Ukrainian 
Catholics  to  be  grossly  disloyal  for  having  turned  their  backs  on 
Orthodoxy  and  sworn  allegiance  to  a  "foreign  Western  power,"  namely  the 
Roman  Pontiff.  At  present,  tension  is  limited  to  controversies  over 
church  property  and  ecclesiastical  jurisdiction. 
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In  the  former  Yugoslavia,  there  is  considerable  support  for  the  view  that 
religious  identity  (Serbian  Orthodoxy,  Croatian  Catholicism,  and  Bosnian 
Islam)  has  become  the  dominant  distinguishing  feature  among  the  three 
factions.  All  three  groups  are  "southern  Slavs,"  of  essentially  the  same 
ethnic  and  linguistic  stock.  The  difference  in  language  between  the  Serbs 
and  the  Croats  is  mainly  a  matter  of  alphabet,  which  itself  is  rooted  in 
religious  differences  between  Roman  Catholicism  and  Eastern  Orthodoxy. 
In  short,  religion  appears  to  provide  the  focus  around  which  each  group 
organizes  its  image  of  itself  and  of  the  others,  as  well  as  its  record  of 
memories  and  resentments.  The  "ethnic  furies"  that  are  related  to  these 
tensions  did  not  break  out  under  Tito's  regime  because  of  the  heavy  hand 
of  central  control.  The  harmony  and  tranquility  among  the  groups  under 
Tito  was,  it  seems,  more  apparent  than  real. 
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I.  APPROPRIATION  REQUEST  AND  INTRODUCTION 

Appropriation  Request  for  Fiscal  Year  1995:  For  fiscal  year  1995,  the  United 
States  Institute  of  Peace  requests  an  appropriation  of  $12,307,000  to  fund 
$11,247,000  for  its  regular  programs  and  an  additional  $1,060,000  for  an 
expansion  of  its  Education  and  Training  Program.  This  document  presents  a 
program-by-program  assessment  of  the  Institute's  resource  requirements  and 
delivery  potential  in  support  of  an  appropriation  in  this  amount. 

Basic  Factors  Supporting  Request:  Three  basic  factors  support  our  request: 

The  state  of  conflict  in  the  post-Cold  War  world  continues  to  demonstrate  the 
need  and  opportunities  for  the  Institute  to  contribute  to  the  security  interests 
of  the  United  States  and  to  international  efforts  to  advance  the  cause  of 
peace. 

The  Institute's  program  capacity  to  address  such  international  challenges  has 
been  continuing  to  grow  and  to  enhance  its  ability  to  help  American 
policymakers,  other  key  audiences,  and  the  broader  public  understand  and 
respond  to  the  challenges  and  complexities  of  the  post-Cold  War  world. 

With  the  arrival  of  the  Institute's  new  president  and  subsequent  refinement 
of  programs  and  a  management  review  of  internal  organization  and 
procedures,  the  Institute  is  in  a  strengthened  position  to  carry  out  its 
mandate. 

Concerns  About  the  Federal  Budget:  Given  the  continuing  turbulence  and 
uncertainty  in  the  world,  the  Institute  could  effectively  and  prudently  use  a 
larger  appropriation.  For  several  years,  however,  we  have  limited  our 
requests  in  consideration  of  the  continuing  problem  of  the  federal  budget 
deficit  and  the  special  emphasis  placed  on  budget  reduction  by  the  new 
administration.  The  Institute's  appropriations  have  not  increased  for  three 
years  ($11,000,000  for  fiscal  year  1992  and  two  successive  final  appropriations 
of  $10,912,000  for  fiscal  year  1993  and  1994).  The  $11,247,000  requested  for 
regular  programs  in  fiscal  year  1995  represents  a  3  percent  increase  in  the 
Institute's  appropriation  above  its  allocation  for  fiscal  year  1994  and  covers 
inflationary  effects  (using  OMB  factors)  for  only  the  past  year.  The  total 
appropriation  of  $12,307,000  represents  a  4  percent  annual  growth  since  fiscal 
year  1992. 

Program  Directions  Through  Fiscal  Year  1995:  In  dealing  with  the  post-Cold 
War  world,  the  Institute  seeks  to  maintain  and  increase  the  momentum  in 
addressing  questions  about  world  conflict  that  it  has  developed  in  recent 
years  and  to  do  so  within  its  budget  constraints.  With  the  limited  resources 
available,  the  Institute's  two  principal  priorities  through  fiscal  year  1995  will 
be:  (1)  to  increase  its  efforts  in  education  and  training  in  the  classroom,  with 
the  public  more  broadly,  and  in  the  specialized  area  of  skills  training  in 
conflict  resolution  for  practitioners;  and  (2)  to  intensify  its  examination  of 
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questions  regarding  current  conflicts  and  debates  on  world  order  and 
peacemaking  and  peacekeeping.  Its  focus  will  include  geographic  areas  of 
interest  (such  as  the  Middle  East;  Central  and  Eastern  Europe  and  the  former 
Soviet  Union;  Africa;  Latin  America;  and  East  and  Southeast  Asia)  and 
general  topics  (such  as  the  role  of  UN  and  regional  organizations;  cross- 
cultural  negotiations;  conflict  resolution  training;  ethnic  conflict  and 
nationalism;  and  arms  control  and  collective  security). 
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Proposed  Appropriation  Language: 

UNITED  STATES  INSTITUTE  OF  PEACE 


For  necessary  expenses  of  the  United  States  Institute  of  Peace  as  authorized 
in  the  United  States  Institute  of  Peace  Act,  as  amended,  [$10,912,000] 
$12,307,000.  (Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriation  Act,  1994.) 

Authorization  Legislation: 

The  United  States  Institute  of  Peace  Act  ("Act")  was  enacted  as  Title  XVII  of  the  Defense 
Authorization  Act  of  1985,  Public  Law  No.  98-525  (Oct.  19,  1984).  It  authorized 
appropriations  for  the  Institute  at  $6,000,000  for  fiscal  year  1985  and  $10,000,000  for  fiscal  year 
1986,  with  amounts  appropriated  available  until  expended.  Amendments  to  the  Act  are  as 
follows:  Higher  Education  Technical  Amendments  Act  of  1986,  Pub.  L.  No.  99-498  (Oct.  17, 
1986)  (authorizes  appropriations  for  fiscal  year  1987  at  $6,000,000  and  fiscal  year  1988  at 
$10,000,000,  with  amounts  appropriated  available  until  expended);  Higher  Education 
Technical  Amendments  Act  of  1987,  Pub.  L.  No.  KXM18  (Aug.  23, 1988)  (authorizes  creation 
of  the  Jeannette  Rankin  program);  Act  of  October  31,  1988,  Pub.  L.  No.  100-569,  Title  ID, 
United  States  Institute  of  Peace  (authorizes  private  fringe  benefit  programs  and 
appropriations  for  fiscal  year  1989  at  $10,000,000,  fiscal  year  1990  at  $10,000,000,  fiscal  year 
1991  at  $10,000,000,  fiscal  year  1992  at  $15,000,000,  and  fiscal  year  1993  at  $15,000,000,  with 
amounts  appropriated  available  until  expended);  Act  appropriating  funds  for  the  Legislative 
Branch  for  Fiscal  Year  1991,  Pub.  L.  101-520  (Nov.  5, 1990)  (authorizes  creation  of  Spark  M. 
Matsunaga  Medal  of  Peace);  Higher  Education  Amendments  of  1992,  Pub.  L.  No.  102-325 
(July  23, 1992)  (authorizes  creation  of  Spark  M.  Matsunaga  Scholars  Program,  contracts  with 
foreign  nationals,  private  gifts  and  contributions  for  headquarters  and  program-related 
hospitality,  and  appropriations  for  fiscal  year  1993  at  $15,000,000  and  of  "such  sums  as  may 
be  necessary  for  each  of  the  6  succeeding  years  [fiscal  years  1994-1999],"  with  funds 
appropriated  available  until  expended). 

AUTHORIZATION  AND  APPROPRIATION  HISTORY 

FY  1985-FY  1995 

(in  thousands  of  dollars) 

President's        USIP  /^xiopriaion 

Fiscal  Budget        Funding        House  Senate  Before  Final 

Year       Authorization        Request        Request      Allowance      Allowance      Adjustments      Adjustments       Appioppaion 


1985 
1986 
1987 
1988 
1989 
1990 
1991 
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1995 
1996- 
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10912 

• 
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12307 

•Statute  authorizes  appropriations  for  these  years  at  such  levels  "as  may  be  necessary.' 
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Operating  Budgets:  The  Institute's  operating  budget  for  each  fiscal  year 
includes  (1)  the  year's  final  appropriation,  (2)  any  funds  carried  over  from  the 
preceding  year,  and  (3)  interest  earned  on  funds  held  in  the  Endowment  of 
the  United  States  Institute  of  Peace,1  deobligations  of  prior  year  funds,  and 
certain  miscellaneous  receipts  (e.g.,  sales  of  books  and  videotapes). 

Fiscal  Year  1994  Operating  Budget:  Because  of  unexpected  deobligations,  staff 
vacancies,  and  a  slower  rate  of  obligation  for  expanding  programs  than  originally 
projected  for  fiscal  year  1993  (resulting  in  a  carry  forward  into  fiscal  year  1994),  the 
Institute's  operating  budget  for  fiscal  year  1994  is  estimated  at  $12,220,000.  Of  this 
amount,  $214,000  covers  commitments  for  grant  awards  approved  in  fiscal  year  1993, 
which  were  not  obligated  until  fiscal  year  1994.  Thus,  the  funds  available  for 
commitment  in  fiscal  year  1994  are  estimated  at  $12,006,000. 

Fiscal  Year  1995  Operating  Budget:  The  Institute  anticipates  that  the  full  operating 
budget  for  fiscal  year  1994  will  be  obligated  or  firmly  committed  by  the  end  of  the 
year  and  that  there  will  be  no  significant  carryover  into  fiscal  year  1995.  With  an 
appropriation  of  $12307,000  and  estimated  interest  and  miscellaneous  receipts  of 
$331,000,  the  operating  budget  for  fiscal  year  1995  will  be  an  estimated  $12,638,000. 

Outline  of  This  Budget  Request:  The  remainder  of  this  document  supports 
our  budget  request  as  follows: 

Part  II  briefly  describes  the  changing  and  unsettled  world  situation  and  the  Institute's 
increased  ability  to  respond  to  the  challenges  that  it  presents. 

Part  in  offers  a  summary  description  of  the  Institute's  programs  and  identifies  areas 
of  special  interest  for  the  Institute. 

Part  IV  describes  the  Institute's  organization  and  staffing. 

Part  V  describes  both  the  Institute's  regular  programs  and  its  expansion  program  for 
Education  and  Training. 

Part  VI  outlines  the  Institute's  other  special  programs  and  initiatives. 

Part  VII  describes  the  Institute's  other  core  programs  and  departments. 

Part  VIII  presents  information  about  the  Institute's  funding  arranged  by  Object 
Classification. 


hn  1987,  the  Institute's  Board  of  Directors  established  the  Endowment  of  the  United  States  Institute  of 
Peace  in  the  District  of  Columbia  as  a  complementary  nonprofit  corporation  to  the  Institute,  sharing  the 
same  directors  and  officers  and  operating  for  the  same  purposes  with  the  additional  authority  to  invest 
funds.  See  section  1704(c)  of  the  Institute  of  Peace  Act.  As  authorized  by  section  1710(b),  the 
Institute  transfers  unobligated  funds  from  the  Institute's  Treasury  account  to  the  Endowment's  account. 
These  funds,  which  originate  in  the  Treasury  as  "no  year"  monies,  remain  available  in  the  Endowment 
until  expended.  The  Institute  follows  a  conservative  investment  policy,  placing  Endowment  funds  only 
in  federally-secured  accounts  or  in  federally  issued  or  guaranteed  securities,  such  as  Treasury  bills. 
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II.        A  WORLD  OF  UNCERTAINTY  AND  GROWING  CONFLICTS  — 
THE  INSTITUTE'S  ABILITY  TO  RESPOND 

The  State  of  World  Peace  and  Security  -  1994-1995 

Each  new  year  of  the  post-Cold  War  era  presents  its  own  surprises  in  the 
world  of  international  affairs.  As  the  United  States  proceeds  to  reduce  its 
defense  budget,  the  major  armed  conflicts  that  have  affected  the  international 
community  over  the  past  few  years  have  by  and  large  continued  and,  in  many 
cases,  have  grown  in  intensity.  The  ability  of  international  organizations  — 
especially  the  United  Nations  —  to  influence  events  for  the  better  in  unstable 
states  and  regions  has  been  called  into  serious  question.  International 
humanitarian  and  political  interventions  have  become  more  problematic  and 
complex,  and  international  support  for  such  actions  is  proving  increasingly 
difficult  to  muster  -  a  development  of  concern  for  the  future. 

To  give  but  a  few  examples:  The  Bosnian  crisis  has  reached  heights  of 
complexity  and  human  suffering  that  strain  to  the  breaking  point  the 
imaginations  of  those  working  for  a  peaceful  resolution.  Enduring  tensions 
between  North  and  South  Korea  and  growing  concerns  about  North  Korea's 
nuclear  program  and  development  of  missiles  contribute  to  a  rising  sense  of 
insecurity  in  Northeast  Asia.  The  conflict  over  Nagorno-Karabakh  has  spread 
ominously,  as  has  the  conflict  in  Georgia,  threatening  a  general  international 
conflagration  in  the  Transcaucasus.  In  Central  Asia,  Tajikistan  has  passed 
through  a  major  civil  war  resulting  in  the  defeat  of  reformist  groups  at  the 
hands  of  reactionary  forces  backed  by  neighboring  states.  The  success  of 
Operation  Restore  Hope  in  Somalia  has  given  way  to  continuing  political  and 
military  problems  for  the  United  States  and  the  United  Nations.  And  of 
particular  concern,  Russia's  march  toward  democracy  and  economic  reform 
has  been  slowed  by  violence  and  the  strong  electoral  showing  of  conservative 
anti-reform  forces. 

There  are  also  signs  of  hope,  however,  as  witnessed  by  the  Israeli-PLO  peace 
agreement  over  the  Gaza  Strip  and  Jericho,  the  defeat  of  the  auto-coup  in 
Guatemala,  and  the  successful  transition  to  a  democratically  elected 
government  in  Cambodia  under  U.N.  auspices.  Even  in  these  cases,  however, 
enormous  work  remains  to  be  done  to  guarantee  these  gains.  Thus,  the 
compelling  fact  is  that  there  is  more  and  more  for  the  international 
community  to  do  to  ameliorate  the  conflicts  that  now  afflict  the  post-Cold 
War  world.  Meanwhile,  the  resources  and  means  available  to  fight  the  deficit 
of  political  and  social  order  in  the  world  --  especially  those  means  involving 
the  collective  use  of  force  and  the  application  of  economic  aid  —  are  declining 
steadily. 

These  trends  lend  dramatically  increasing  relevance  to  peacekeeping, 
peacemaking,  negotiation,  democracy  building,  humanitarian  assistance,  and 
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a  host  of  other  activities  that  fall  under  the  general  rubric  of  conflict 
resolution.  As  the  world  moves  toward  the  year  2000,  greater  attention  must 
be  paid  to  developing  our  national  ~  and  international  ~  capabilities  for 
conflict  management  and  peacebuilding.  As  the  demand  for  nonviolent 
means  to  manage  and  end  conflicts  increases,  so  must  we  enlarge  the  supply 
of  informed  scholars,  policy  experts,  and  well-trained  conflict  managers.  The 
best  scholarly  insights,  the  best  diplomatic  experience,  and  the  leading 
theories  and  methods  of  conflict  resolution  must  be  made  more  accessible 
through  education  and  training  procedures,  and  integrated  with  one  another 
through  research,  intellectual  exchange,  and  publications.  Policymakers  and 
diplomatic  practitioners,  who  can  no  longer  rely  on  Cold  War  means  to 
balance  power  and  deter  conflict,  must  be  trained  more  thoroughly  in  the  arts 
of  negotiation  and  conflict  resolution  so  as  to  bring  these  skills  to  bear  more 
broadly  and  with  greater  success.  It  is  also  crucial  that  teaching  programs  in 
secondary  and  university  levels  be  dramatically  improved  so  that  new 
generations  will  be  better  prepared  to  address  issues  of  conflict  and 
peacemaking  in  tomorrow's  world.  And  our  citizens  must  be  better  informed 
to  understand  the  complexities  of  the  post-Cold  War  world  and  thus  better 
able  to  make  decisions  regarding  America's  role  in  international  conflict 
resolution  and  peacebuilding. 

The  Institute's  Special  Capabilities 

Legislative  mandate:  The  Institute's  special  capabilities  to  help  deal  with 
world  conflicts  draw  from  strengths  based  on  its  original  structure  and  on 
seven  years  of  accumulated  experience.  In  establishing  the  Institute, 
Congress  directed  it  to  be  "an  independent,  nonprofit,  national  institute"  and 
to  serve  both  the  American  people  and  government 

"through  the  widest  possible  range  of  education  and  training,  basic  and  applied 
research  opportunities  and  peace  information  services  on  the  means  to  promote 
international  peace  and  the  resolution  of  conflicts  among  the  nations  and  peoples  of 
the  world  without  recourse  to  violence." 

Basic  approaches  to  fulfilling  mandate:  Within  this  broad  legislative 
mandate,  the  Institute  has  identified  three  approaches  to  meeting  its 
responsibilities: 

•Expanding  basic  and  applied  knowledge  about  international  conflict  and  peace  by 
sponsoring  serious  research; 

•Disseminating  such  information  to  those  who  can  best  use  it  in  policy-making, 
diplomacy,  journalism,  research  and  teaching,  citizen  education,  and  allied  pursuits; 

•Promoting  informed  public  discussion  and  understanding  of  the  complex  nature  of 
international  conflict  and  peacemaking. 
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The  Institute's  special  characteristics:  In  pursuing  these  goals,  the  Institute 
takes  advantage  of  some  of  its  basic  characteristics  that  facilitate  its  response 
to  today's  complex  challenges: 

(1)  The  Institute  is  a  public  institution,  which  operates  independently  from  the 
Executive  Branch  of  government.  This  independent  public  status  gives  it  a  special 
credibility  among  those  who  work  on  questions  of  promoting  international  peace  and 
also  facilitates  cooperation  with  both  official  and  private  organizations  in  other 
countries. 

(2)  The  Institute  seeks  to  further  (i)  policy-relevant  research  and  analysis  on  questions 
of  peace  and  war;  (ii)  education,  training  and  public  information  about  these  critical 
matters;  and  (iii)  facilitation  of  dialogue  on  specific  conflicts.  Its  research  activities 
reinforce  its  work  in  education  and  training  and  place  it  in  an  excellent  position  to  (a) 
increase  the  knowledge  and  skills  of  professionals  working  in  conflict  management 
and  resolution  and  (b)  support  efforts  within  the  American  educational  system  to 
improve  the  ability  of  secondary  schools  and  universities  to  teach  students  about  the 
nature  of  post-Cold  War  international  conflict. 

(3)  As  an  independent,  public  institution,  the  Institute  is  better  equipped  to  perform  a 
crucial  "bridging  function"  between  the  worlds  of  the  practitioners  within 
government  and  that  of  scholars  and  analysts  outside  of  government.  The  Institute  is 
able  to  perform  this  role  because  of  the  large  network  of  former  diplomats, 
policymakers,  outstanding  policy  analysts  and  scholars,  leading  conflict  resolution 
experts  and  top  educators  at  all  levels,  on  whom  the  Institute  can  draw  for  support 
and  involvement  in  fulfilling  its  mandate. 

(4)  The  Institute  has  developed  productive  informal  relationships  with  the  National 
Security  Council  staff,  the  Departments  of  State  and  Defense,  the  Arms  Control  and 
Disarmament  Agency,  the  United  States  Information  Agency,  the  Library  of 
Congress,  and,  of  course,  many  Members  and  staff  experts  in  the  Congress.  These 
relationships  facilitate  collaborative  activities  with  those  agencies,  with  U.S. 
embassies,  and  with  congressional  organizations  such  as  the  Helsinki  Commission. 
Equally  important,  these  contacts  help  the  Institute  target  part  of  its  activity  on 
relevant,  current  policy  issues  high  on  the  U.S.  government's  agenda,  without 
infringing  on  the  prerogatives  of  other  institutions  or  ceding  any  control  over  its  own 
priorities  and  agenda. 

(5)  If  research  or  training  is  needed  on  a  certain  issue,  the  Institute  is  able  either  to  (a) 
support  others  outside  the  Institute  to  do  the  work  or  (b)  undertake  the  work  directly 
itself.  This  capability  gives  the  Institute  an  unusual  degree  of  flexibility.  By  funding 
the  work  of  others  through  grants  and  fellowships  and  also  carrying  out  certain 
projects  directly  (e.g.,  through  senior  scholars  and  advisers,  consultants,  and 
specially  designed  working  groups  of  experts),  the  Institute  has  built  a  strong 
network  of  relationships  with  skilled  professionals  working  in  many  relevant  fields. 
This  network  also  facilitates  the  Institute  in  addressing  a  mixture  of  short  term,  more 
immediate  issues  along  with  longer  term  work  on  international  conflict. 

Program  Organization:  In  past  years,  in  order  to  respond  to  the  challenges 
presented  by  world  conflicts,  the  Institute  operated  a  set  of  core  programs  and 
departments  and  also  has  established  various  special  programs  and  initiatives. 
Core  programs  and  departments  have  carried  out  the  bulk  of  the  Institute's 


work  and  served  as  the  backbone  of  the  Institute's  programmatic  structure. 
Special  programs  and  initiatives  have  addressed  topics  of  such  unusual 
importance  to  the  Institute  that  they  warrant  having  separate  staffs  dedicated 
to  their  work. 

Currently,  the  Institute  is  concluding  an  extensive  review  of  its  internal 
organization  and  management  procedures.  This  review  has  focused  on  two 
areas  of  programmatic  activity:  (1)  in-house  research  and  training  programs 
and  (2)  overall  external  communications,  including  its  work  in  publications 
and  public  affairs  (see  below). 

Core  Programs  and  Departments:  The  Institute's  core  programs  and 
departments  carry  out  the  following  functions: 

Grants:  administers  one  solicited  and  two  unsolicited  grant  award  cycles  each  year 
and  oversees  performance  of  ongoing  grants  from  previous  years. 

Jennings  Randolph  Fellowships:  operates  a  residential  fellowship  program  and  a 
dissertation  support  program  for  Ph.D.  candidates  in  U.S.  universities. 

•Research  and  Studies/Special  Programs:  organizes  in-house  research  and  policy 
analysis,  study  and  working  groups,  conferences  and  public  workshops. 

Education  and  Training:  promotes  teacher  enrichment  and  training  programs, 
student  enrichment,  and  the  development  of  curriculum  materials;  serves  as  a 
clearinghouse  and  source  of  technical  assistance  for  secondary,  undergraduate,  and 
public  education;  and  provides  skills  training  in  conflict  resolution  techniques  to 
professionals  and  other  practitioners  in  the  foreign  affairs  field. 

Jeannette  Rankin  Library:  develops  and  operates  a  research  library,  is  studying  the 
need  for  a  national  network  of  information  centers  and  libraries,  seeks  to  improve 
bibliographic  control  of  relevant  materials,  and  has  been  developing  an  oral  history 
program. 

•Publications  and  Marketing:  manages  the  editing,  production,  inventory,  and  sales 
of  the  Institute's  books  and  reports  and  produces  periodicals,  institutional  brochures 
and  other  materials. 

•Public  Affairs  and  Information:  prepares  press  releases  and  other  short,  topical 
reports;  oversees  the  distribution  of  free  and  complimentary  publications,  operates  a 
speakers'  bureau,  manages  press  briefings  and  other  media  relations,  and 
administers  the  Spark  M.  Matsunaga  Medal  of  Peace. 


•Units  continuing  to  be  examined  as  a  part  of  the  Institute's  internal  management 
review. 

Special  Programs  and  Initiatives:  The  Institute  currently  has  four 
special  programs  and  initiatives:  one  on  the  Middle  East  prompted  by  the 
many  pressing  questions  regarding  world  and  regional  conflict  following  the 
Gulf  War;  another  on  the  importance  of  the  rule  of  law  as  many  nations 
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throughout  the  world  seek  to  move  from  authoritarian  to  other  forms  of 
government;  one  on  religion,  ethics  and  human  rights,  a  topic  which  the 
Institute  considers  to  be  fundamental  to  many  issues  related  to  world  peace 
and  conflict;  and  one  on  early  warning  and  preventive  diplomacy. 


X 
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III.       PROGRAM  PRIORITIES  AND  AREAS  OF  SPECIAL  EMPHASIS 
THROUGH  FISCAL  YEAR  1995 

Program  Priorities 

With  the  limited  resources  available,  the  Institute's  two  principal  priorities 
through  fiscal  year  1995  will  be: 

(1)  To  increase  its  efforts  in  education  and  training  in  the 
classroom,  with  the  public  more  broadly,  and  in  the  specialized 
area  of  skills  training  in  conflict  resolution  for  practitioners;  and 

(2)  To  continue  to  address  and  to  intensify  its  examination  of 
questions  regarding  current  conflicts  and  debates  on  world 
order  and  peacemaking  and  peacekeeping. 

Expansion  of  the  Education  and  Training  Program 

In  recent  years  with  the  end  of  the  Cold  War  and  the  continued  unsettled 
nature  of  the  world  (see  Part  II  above),  the  Institute  has  considered 
significantly  expanding  its  education  and  training  activities.  At  the  same 
time,  key  leaders  in  both  the  House  of  Representatives  and  the  Senate  have 
urged  the  Institute  to  do  more  in  the  field  of  education,  particularly  in 
training  related  to  the  management  and  resolution  of  conflicts.  Members  of 
the  Institute's  priority  audiences  at  both  secondary  and  undergraduate  levels 
have  also  demonstrated  a  profound  need  and  keen  desire  for  additional 
activities  in  international  peace  and  conflict  resolution. 

Other  factors  that  contributed  to  the  Institute's  decision  to  seek  more  funds 
for  education  and  training  include  the  following: 

•Current  studies  underscore  the  need  for  additional  efforts  in 
international  education. 

•When  significant  global  change  requires,  among  other  things,  the 
management  of  conflicts  with  deep,  complex  roots,  it  is  especially 
important  to  expand  opportunities  for  teaching  and  learning  about 
international  relations,  particularly  about  ways  to  better  comprehend 
and  deal  with  issues  that  lead  to  violent  confrontation. 

•The  Institute  is  the  only  national  institution  with  an  explicit  mandate 
to  support  education  and  training  in  international  peace  and  conflict 
resolution.  It  has  now  accumulated  several  years'  experience  in 
funding  and  mounting  education  projects  in  these  fields.  Teachers 
who  participated  in  the  Institute's  summer  conference,  teachers  we 
have  encountered  during  the  course  of  the  annual  essay  contest,  at 
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professional  meetings,  and  through  the  numerous  telephone  calls  and 
letters  received  each  week,  express  a  profound  desire  for  high  quality 
materials  in  a  range  of  topic  areas  directly  pertinent  to  the  Institute's 
mandate,  as  well  as  a  need  for  state-of-the-art  teaching  strategies.  The 
Institute  can  think  of  no  more  conclusive  indication  that  it  can  make  a 
difference  than  this  type  of  feedback  from  educators. 

•Training  in  international  conflict  resolution  skills  is  a  field  in  which 
the  Institute  can  play  a  leading  role,  nationally  and  internationally.  All 
of  the  major  American  training  institutions  have  contacted  the  Institute 
for  information,  for  financial  aid,  or  for  consultation  and  advice.  The 
Institute's  standing  as  a  quasi-governmental  institution  and  its 
consequent  ability  to  play  a  bridging  role  between  various 
communities  engaged  in  conflict  resolution  skill  building  and  training, 
between  academics,  researchers,  and  practitioners,  and  between 
government  and  non-government  actors,  is  unmatched. 

•As  a  national  institution,  the  Institute  should  do  more  to  bring  the 
fruits  of  the  work  it  has  produced  to  segments  of  the  American  public 
that  have  few  resources  and  almost  no  access  to  think-tanks,  major 
research  universities  and  other  institutions  of  higher  learning. 
Whether  it  be  through  the  mass  media,  direct  outreach,  or  sponsorship 
of  organizations  engaged  in  civic  education,  the  Institute  can  meet  a 
serious  need  for  increased  public  education,  particularly  in 
underserved  communities  across  the  country. 

Taking  these  factors  into  account,  the  Institute  bases  its  program  plans  for 
education  and  training  on  the  following  principles: 

(1)  the  realities  of  the  rapidly  changing  international  environment  and 
the  changing  role  of  the  United  States  in  the  world  require  a 
knowledgeable  public  that  can  understand  the  difficulties  confronting 
governments  and  international  organizations  as  they  strive  to  achieve 
peace  and  stability  in  the  face  of  growing  ethnic,  religious,  territorial 
and  other  forms  of  conflict; 

(2)  much  of  the  material  used  to  teach  about  these  issues  is  out  of  date, 
so  supplemental  resources  are  needed  to  help  educators; 

(3)  in  the  light  of  increasing  violence,  both  local  and  international, 
instructors  at  all  levels  are  being  asked  to  address  issues  of  peace  and 
conflict  resolution,  yet  most  do  not  have  the  requisite  skills  to  respond 
in  a  knowledgeable,  comprehensive  and  systematic  manner; 

(4)  in  a  time  when  states  and  international  and  regional  organizations 
are  taking  an  ever  more  active  role  in  peacemaking,  it  is  important  that 
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policy  practitioners  become  acquainted  with  the  most  current  research 
and  practice  in  international  conflict  management  and  resolution; 

(5)  standard-setting  in  the  field  of  peace  and  conflict  resolution  is  very 
much  needed. 

The  substance  of  the  Education  and  Training  Program  is  described  in  Part  V 
below. 

Attention  to  Questions  Regarding  Current  Conflicts 

In  the  past  few  years,  the  Institute  has  sponsored  in-house  studies, 
conferences,  grants,  and  fellowships  to  support  policy-related  research, 
applied  policy  analysis  and  various  efforts  to  facilitate  dialogue  among 
groups  in  conflict.  The  Institute  has  applied  different  combinations  of  such 
techniques  to  conflicts  and  unstable  situations  in  places  that  include  Somalia, 
Korea,  Kashmir,  Mozambique,  Kashmir,  Tajikistan,  Tibet,  South  Africa, 
Guatemala,  Yugoslavia,  Nagorno-Karabakh,  and  Peru.  In  addition,  the 
Institute  gives  close  attention  to  two  problems  at  the  heart  of  U.S.  foreign 
policy  debates:  humanitarian  and  political  intervention,  and  the 
professionalization  of  peacekeeping. 

Through  fiscal  year  1995,  we  already  plan  further  work  on  problems  related 
to  Korea,  Sudan,  Kashmir,  Yugoslavia,  the  Transcaucasus,  and  Turkey, 
among  others,  and  to  address  the  subjects  of  preventive  diplomacy  and  cross- 
cultural  negotiation.  We  will  likely  address  other  situations  which  may  arise 
that  cannot  be  anticipated  now.  All  of  the  different  program  units  in  the 
Institute  (including  both  special  programs  and  initiatives  and  core  programs) 
contribute  to  these  efforts  in  ways  that  are  described  in  greater  detail  in  the 
sections  that  follow  describing  each  program. 

Topics  of  Special  Emphasis 

Several  key  topics  are  central  to  the  Institute's  work.  Although  many  overlap 
with  each  other,  some  of  these  topics  can  be  identified  in  geographic  terms, 
others  by  the  nature  of  the  subject  matter  involved,  and  others  by  the  nature 
of  the  organizations  that  are  active  in  the  conflict  process. 

Geographic  Areas 

Middle  East:  In  1991,  the  Institute  launched  a  major  initiative  to  assess  new 
regional  relationships  in  the  Middle  East  following  the  Gulf  War  and  the  risks 
and  opportunities  for  a  reduction  of  tensions  that  followed  in  its  wake. 
Projects  have  focused  on  the  lessons  of  the  Gulf  War  for  strengthening  the 
United  Nations  collective  security  system  and  related  issues;  the  Gulf  War  as 
it  relates  to  emerging  issues  of  humanitarian  intervention;  regional  arms 
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control,  the  proliferation  of  weapons  of  mass  destruction,  and  the  potential 
role  of  confidence-building  measures  in  averting  accidental  war  in  the  region; 
lessons  from  diplomatic  experience  and  from  simulation  exercises  which 
relate  to  U.S.  mediation  of  the  Arab-Israeli  conflict;  and  democratization  in 
the  Arab  world  and  the  growing  role  of  militant  Islamic  movements  in  the 
region. 

In  assessing  the  potential  for  turmoil  throughout  the  Middle  East  and  in 
adjoining  regions,  the  Special  Middle  East  Program  has  also  addressed 
present  and  prospective  relationships  in  the  Mahgreb  and  among  Turkey, 
Iran,  Pakistan,  Afghanistan,  the  Transcaucasus,  and  the  states  of  former 
Soviet  Central  Asia  (i.e.,  the  area  that  includes  Azerbaijan,  Kazakhstan, 
Uzbekistan,  Tajikistan  and  Turkmenistan).  Significant  work  has  been 
conducted  on  two  territorial  disputes  that  impinge  on  peace  and  stability  in 
these  areas:  the  conflict  over  the  disputed  enclave  of  Nagorno-Karabakh  and 
possible  approaches  to  achieving  a  peaceful  future  for  Kashmir.  Also, 
starting  with  Syria,  work  has  begun  on  the  relationship  between  imminent 
regime  changes  in  countries  party  to  the  Middle  East  peace  process  and  the 
process  itself. 

Central  and  Eastern  Europe  and  the  Former  Soviet  Union:  Starting  even 
before  the  surge  of  revolutionary  change  in  1989,  the  Institute  conducted  a 
study  group  on  the  likelihood  of  future  conflict  in  Eastern  Europe  and 
published  a  report  on  this  subject  in  1990.  It  also  undertook  a  cooperative 
project  of  historical  research  with  the  Soviet  Foreign  Ministry  on  the  origins  of 
the  Cold  War.  In  fiscal  year  1991,  it  held  a  conference  in  Washington  on 
Ethnic  Conflict  and  Rule  of  Law  in  Eastern  Europe  and  began  a  series  of 
public  workshops  on  the  Soviet  (now  post-Soviet)  crisis.  In  fiscal  year  1992, 
the  Institute  began  (a)  another  study  group  on  prospects  for  conflict  and 
peacemaking  in  the  southern  tier  republics  of  the  former  Soviet  Union;  and 
(b)  a  study  of  the  development  of  a  constitution  and  government  in  Bulgaria 
directed  toward  a  society  governed  under  the  rule  of  law.  The  Institute 
staged  a  conference  on  the  evolving  national  security  doctrine  of  the  Russian 
Republic  that  brought  together  Russian  and  American  policymakers  and 
scholars  in  March  1993,  an  important  time  for  both  Russian  leaders  and  the 
Clinton  administration.  The  Institute  also  examined  the  civil  war  in  the  post- 
Soviet  Republic  of  Tajikistan.  In  fiscal  years  1994  and  1995,  the  Institute  plans 
to  continue  to  follow  Russian  foreign  policy  debates  and  events  in  Central 
Asia.  In  addition,  we  will  give  special  attention  to  the  problems  of 
nationalism  and  democracy  in  the  Russian  Federation  and  to  Russia's 
relations  with  other  former  Soviet  states,  beginning  with  Ukraine. 

The  Institute  has  paid  special  attention  to  the  problems  of  Yugoslavia  and  the 
Balkans  since  1989.  In  addition  to  its  study  group  on  Eastern  Europe,  the 
Institute  has  staged  a  number  of  public  events  on  the  problems  of  the  Balkans, 
including  ones  focusing  on  the  breakup  of  the  Yugoslav  state,  the  special 
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problem  of  Macedonia,  prospects  for  peacemaking  in  Yugoslavia  and  the 
Balkans,  and  the  future  of  Romanian  reform.  At  the  Institute's  July  1992 
conference  "Dialogues  in  Conflict  Resolution:  Bridging  Theory  and  Practice," 
some  20  conflict  resolution  specialists,  area  specialists,  and  diplomats 
reviewed  the  Yugoslav  conflict,  focusing  on  the  then  three-month-old  war  in 
Bosnia.  A  report  was  published  on  this  conference  session. 

In  fiscal  year  1994,  the  Institute  plans  to  focus  again  on  the  former  Yugoslavia 
in  developing  new  work  on  achieving  peace  and  stability  in  the  Balkans, 
beginning  with  a  look  at  new  ideas  for  the  United  States  with  regard  to 
Bosnia.  During  fiscal  year  1994,  we  are  also  considering  the  possibility  of 
helping  to  sponsor  an  international  conference  on  the  subject  of  democracy- 
building,  economic  recovery,  the  rule  of  law,  and  humanitarian  assistance  in 
the  Balkans. 

Africa:  The  Institute  has  long  had  a  special  interest  in  conflicts  in  the  Horn  of 
Africa  and  in  Southern  Africa.  Particular  attention  has  been  given  to  the 
question  of  how  Africa's  wars  can  be  ended.  A  series  of  workshops  and  study 
groups  have  addressed  how  the  conflicts  in  Somalia,  Sudan,  Mozambique, 
and  South  Africa  can  be  resolved  peacefully.  In  October  1993  a  symposium 
on  the  situation  in  Sudan  was  organized  in  cooperation  with  the  House 
Foreign  Affairs  Committee.  This  activity  will  be  followed  by  other  meetings 
in  fiscal  year  1994  to  assist  mediators  working  in  Sudan.  Through  workshops, 
grants,  and  fellowships  the  Institute  is  addressing  how  to  mediate  among 
African  groups  in  conflict;  how  peace  settlements  can  be  achieved;  how  to 
implement  peace  agreements;  how  to  make  international  peacemaking  and 
peacekeeping  in  Africa  more  effective;  and  how  to  strengthen  the 
peacemaking  capability  of  the  Organization  of  African  Unity.  Three  grant 
projects  are  training  South  Africans  to  teach  conflict  resolution  skills  in  order 
to  reduce  political  violence.  The  Institute  will  continue  to  identify  workshop, 
study  group,  and  grant  opportunities  to  promote  a  stable  peace  in  countries 
like  Somalia,  Sudan,  Mozambique,  Angola,  and  South  Africa. 

Latin  America:  In  Latin  America,  the  Institute  continues  to  work  with  the 
Organization  of  American  States  (OAS)  to  help  review  the  role  of  the  OAS  in 
conflict  resolution  in  the  Western  Hemisphere.  In  the  spring  of  1994,  the 
Institute  plans  a  program  in  conflict  resolution  training  for  OAS  personnel.  In 
addition,  the  Institute  is  particularly  interested  in  (a)  relationships  between 
violent  conflicts  and  democratic  governance  and  social  and  economic 
development  and  (b)  the  future  of  regional  security  in  this  post-Cold  War  era. 

East  and  Southeast  Asia:  The  collapse  of  the  Soviet  Union;  the  growing 
economic  might  of  Japan,  China,  and  the  new  industrial  economies  of  South 
Korea,  Taiwan,  Hong  Kong,  and  Singapore;  and  the  reduction  of  U.S.  military 
presence  in  the  region  are  substantially  altering  the  political  and  strategic 
landscape  of  East  and  Southeast  Asia.    Traditional  threats  to  peace  and 
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security  in  the  region  have  given  way  to  a  new  set  of  issues,  which  the 
Institute  proposes  to  deal  with  in  fiscal  years  1994  and  1995.  The  Institute 
began  work  in  this  area  with  its  February  1993  conference  "Economic 
Development  Its  Role  in  Generating  Conflict  and  Conflict  Resolution  in  East 
and  Southeast  Asia,"  held  in  Chiangmai,  Thailand.  For  fiscal  year  1994,  the 
Institute  will  conduct  a  grant  solicitation  focusing  on  the  region,  with  special 
attention  to  arms  control  and  threat  reduction;  the  role  of  regional  institutions 
in  maintaining  peace;  territorial  conflict;  and  democratization,  economic 
development,  and  social  conflict.  Also  in  fiscal  year  1994,  the  Institute  will 
conduct  a  special  study  group  to  explore  negotiation  and  other  diplomatic 
strategies  for  dealing  with  North  Korea's  nuclear  program.  During  fiscal  year 
1995,  the  Institute  plans  to  continue  work  in  East  and  Southeast  Asia  through 
one  or  more  study  groups  and  its  grant  and  fellowship  programs. 

Subject  and  Organizational  Areas  of  Emphasis 

New  Emphases:  In  keeping  with  its  past  work  on  the  special  problems  of  the 
post-Cold  War  period  and  multilateral  approaches  to  international  security 
and  peace,  in  fiscal  years  1994  and  1995  the  Institute  will  develop  a  focus  on 
two  subjects  of  special  moment:  preventive  diplomacy  and  cross-cultural 
negotiation. 

Early  Warning  and  Preventive  Diplomacy:  The  UN  and  the  United 
States  may  be  under  increasing  pressure  to  undertake  risky  and  difficult 
peacekeeping  and  other  missions  for  purposes  such  as  establishing  law  and 
order,  ensuring  humanitarian  relief,  and  defending  democracy.  As  seen 
recently  in  Somalia,  Bosnia,  and  Haiti,  these  missions  often  involve  situations 
that  are  already  embroiled  in  wars  or  intense  political  conflicts  that  have 
caused  great  human  suffering  and  severely  strain  the  ability  of  the 
international  community  to  respond  effectively.  While  it  is  important  for  the 
U.S.  and  the  international  community  to  hone  peacemaking  and 
peacekeeping  skills  for  tackling  already  mature  conflicts,  it  is  also  essential 
that  ways  be  explored  through  which  wars  and  human  calamities  might  be 
anticipated  and  prevented  in  the  first  place. 

In  a  project  on  early  warning  and  preventive  diplomacy  that  the  Institute  has 
begun  in  fiscal  year  1994,  the  Institute  seeks  better  understanding  of  the 
emergence  of  the  ethnic  and  other  conflicts  that  are  characteristic  of  the  post- 
Cold  War  era,  the  methods  that  may  help  to  forecast  these  eruptions,  and  the 
appropriate  diplomatic  and  military  tools  that  may  be  effective  in  keeping 
them  from  escalating  and  getting  out  of  control.  This  project  is  composed 
principally  of  an  Institute  study  group  in  cooperation  with  the  Policy 
Planning  Staff  of  the  Department  of  State,  which  will  issue  a  report  in  early 
spring;  a  solicited  grant  competition  on  early  warning  methods  which  will 
begin  funding  projects  in  late  spring;  in-house  research  that  is  examining 
more  closely  whether  early  preventive  actions  do  work  in  stemming  low-level 
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conflicts,  why  this  may  occur,  and  the  policy  implications  of  these  findings  for 
practicable  global  and  regional  strategies  for  early  warning  and  preventive 
diplomacy,  within  the  U.S.  government,  including  its  relations  with  the  UN, 
other  multilateral  organizations,  and  non-governmental  organizations;  and 
some  events  aimed  at  bringing  the  scholarly  and  practical  results  of  this  work 
to  practitioners  and  analysts. 

Cross-Cultural  Negotiations:  Beginning  in  fiscal  year  1994,  the 
Institute  plans  to  launch  a  long-term  project  to  facilitate  cross-cultural 
negotiation.  As  the  effectiveness  of  the  collective  use  of  force  or  foreign  aid 
funds  decline,  diplomacy  will  necessarily  grow  in  importance.  At  the  same 
time,  the  need  for  better  performance  in  negotiation  among  culturally  diverse 
parties  will  become  even  more  necessary.  This  project  will  create  studies  of 
the  negotiation  styles  and  contexts  of  a  substantial  number  of  states;  make 
this  information  available  to  policymakers  and  others  in  various  forms, 
including  the  possibility  of  an  electronic  database;  and  attempt  to  create  at  the 
Institute  and  elsewhere  training  programs  in  cross-cultural  negotiations.  This 
activity  will  continue  through  fiscal  year  1995. 

Rule  of  Law:  The  Institute  believes  that  the  transition  from  centrally 
controlled  authoritarian  regimes  to  more  democratic  governance  is  a  critical 
element  in  prospects  for  the  future  of  world  peace  and  security.  As  part  of  its 
efforts  in  this  area,  the  Institute  has  organized  a  Rule  of  Law  Initiative. 

The  Institute's  work  covers  selected  general  topics,  including  the  foundation 
in  international  law  for  rule  of  law  issues,  with  special  attention  to  the  CSCE 
experience,  the  treatment  of  former  officials  of  now  discredited  regimes,  and 
certain  geographic  areas,  particularly  Eastern  Europe,  the  former  Soviet 
Union,  and  parts  of  Africa. 

Religion,  Ethics,  and  Human  Rights:  Religion  was  one  of  the  first  topical 
areas  that  the  Institute  identified  for  special  consideration.  Its  work  on 
religious  intolerance  as  a  source  of  conflict  began  in  1989  and  will  continue 
through  fiscal  years  1994  and  1995.  The  program  will  also  address  the  role  of 
religious  groups  in  resolving  conflicts  through  mediation  and  other  similar 
efforts. 

Multilateral  Organizations  -  the  UN  and  Regional  Organizations:  In  its 
Special  Middle  East  Program,  two  study  groups  addressed  policy  issues 
related  to  the  UN  and  collective  security,  humanitarian  intervention,  and 
peacekeeping  questions  during  fiscal  years  1991  and  1992.  Three  reports  were 
produced  on  these  subjects.  This  work  has  since  broadened  beyond  the 
Middle  East  region.  These  study  groups,  workshops  and  symposia  focus 
more  upon  the  practical  means  to  make  the  UN  and  other  international 
peacekeeping  operations  more  effective  rather  than  on  broader  policy  issues. 
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In  its  "Challenges  of  Humanitarian  and  Political  Intervention  in  Internal 
Conflicts"  project,  which  will  run  through  fiscal  year  1994,  the  Institute  is 
currently  organizing  a  new  effort  to  examine  the  role  of  multilateral 
organizations  in  conflicts  such  as  those  in  Somalia,  Bosnia,  Mozambique, 
Angola,  South  Africa,  Guatemala,  El  Salvador,  Haiti,  and  Cambodia.  In  fiscal 
year  1993,  the  Institute  conducted  a  study  group  on  the  Professionalization  of 
Peacekeeping.  The  paper  produced  as  part  of  this  effort  is  now  in  use  in 
military  education  programs  within  the  U.S.  armed  services.  During  fiscal 
years  1994  and  1995,  the  Institute  will  examine  ways  it  can  assist  in  the 
training  of  U.S.  peacekeepers. 

Building  on  the  interests  and  work  of  its  fellows,  grantees,  and  senior  staff 
members,  the  Institute  will  continue  to  investigate  the  peacekeeping  and 
peacemaking  capacities  of  such  regional  organizations  as  the  OAS,  OAU,  and 
CSCE,  and  their  relationship  to  the  United  Nations.  During  fiscal  years  1992 
and  1993,  the  Institute  held  several  meetings  on  enhancing  the  peacemaking 
role  of  the  OAS  and  on  the  developing  role  of  the  CSCE  in  conflict  resolution. 
Similar  meetings  will  be  held  in  fiscal  years  1994  and  1995. 

Conflict  Resolution:  Much  of  the  Institute's  research  and  educational  work 
has  addressed  the  special  field  of  conflict  resolution,  including  traditional 
diplomacy  and  negotiations  and  unofficial  and  nongovernmental  approaches 
such  as  track-H  dialogues.  For  example,  several  Distinguished  or  Peace 
Fellows  have  been  experts  in  various  interactive  conflict  management 
techniques  and  processes,  and  several  Peace  Scholars  have  devoted  their 
dissertation  research  to  this  subject.  In  fiscal  year  1992,  the  Institute 
sponsored  a  major  conference  focusing  on  the  applicability  of  various  conflict 
resolution  approaches  to  conflicts  in  Yugoslavia,  Nagorno-Karabakh, 
Kashmir,  Mozambique  and  Peru.  Similar  work  will  continue  in  fiscal  year 
1994  with  another  gathering  on  Kashmir  and,  possibly,  more  attention  to 
lessons  from  Somalia. 

Ethnic  Conflict  and  Nationalism:  The  Institute  is  concerned  that  ethnic 
conflict  and  nationalism— along  with  rising,  and  closely  related,  religious  and 
cultural  intolerance— may  become  a  common  threat  to  international  peace 
throughout  Eurasia  and  Africa.  With  this  concern  in  mind,  the  Institute  has 
made  a  number  of  grants  dealing  with  the  rising  specter  of  ethnic  conflict  and 
nationalism  in  post-Cold  War  Eastern  Europe,  the  former  Soviet  Union,  South 
Asia  and  Africa.  In  fiscal  year  1991,  the  Institute  held  a  major  international 
conference  for  Eastern  European  parliamentarians,  civic  leaders,  and  scholars 
on  the  relationship  between  ethnic  conflict  and  the  rule  of  law. 

The  Institute  plans  to  carry  out  further  work  on  ethnic  conflict  in  Eastern 
Europe,  and  a  study  group  has  been  organized  on  Central  and  South  Asia 
with  a  similar  focus.  The  topics  of  ethnic  conflict  and  nationalism  will  also 
play  an  important  role  in  the  Institute's  Special  Middle  East  Program,  which 
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will  include  a  study  group  to  examine  the  problems  of  the  southern  tier  of 
former  Soviet  republics.  In  its  Rule  of  Law  and  related  work,  special  attention 
will  be  paid  to  issues  of  freedom  and  order  in  ethnically  troubled  Africa. 

Arms  Control  and  Collective  Security:  The  Institute  has  a  strong  and 
continuing  interest  in  arms  control  and  collective  security  that  is  reflected  in 
various  grants,  fellowships,  and  study  groups.  Institute-supported  projects 
are  assessing  the  prospects  for  regional  arms  control,  including  nuclear  non- 
proliferation,  in  the  aftermath  of  the  Cold  War.  Special  attention  is  being  paid 
to  arms  transfers,  security-building  measures,  and  verification  technologies  in 
such  critical  regions  as  the  Middle  East,  Central  and  South  Asia,  and  East 
Asia  (Korea  and  China).  Security  and  peacekeeping  in  post-Cold-War  Europe 
is  the  focus  of  a  fellowship  project.  A  grantee  recently  completed  an  analysis 
of  arms  control  in  Western  diplomacy  from  the  19th  century  to  the  present, 
and  an  Institute  fellow  is  examining  the  history  and  politics  of  multilateral 
arms  control  agreements.  To  encourage  the  growth  of  a  community  of 
nonproliferation  specialists  in  the  states  of  the  former  Soviet  Union,  the 
Institute  is  funding  a  project  for  young  professors  from  the  various  republics 
to  develop  course  curricula  on  nonproliferation  and  arms  control,  and  to 
build  specialized  libraries  on  nonproliferation. 

Institute's  Work  in  Other  Areas 

The  topics  of  emphasis  and  special  programs  and  initiatives  described  above 
do  not  cover  all  of  the  questions  that  hold  interest  for  the  Institute.  In  order  to 
respond  promptly  to  new  ideas  and  approaches  as  the  rapidly  changing 
world  situation  evolves,  the  Institute  uses  a  significant  proportion  of  its 
resources  to  fund  outstanding  grant  and  fellowship  proposals  and  to  organize 
study  groups  and  conferences  which  do  not  fall  into  the  special  areas 
described  above. 
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OBLIGATIONS  AND  COMMITMENTS  BY  PROGRAMS 

FY  1993-FY 1995 

($000's) 

FY  1993 

FY  1994 

FY  1995 

Program  /  Department 

Actual 

Estimate 

Estimate 

Education  &  Training 

Regular  Core  Program 

792 

1083 

987 

Special  Program  Expansion 

^ m 

— 

1060 

Subtotal 

792 

1083 

2047 

Other  Special  Programs  and  Initiatives* 

Middle  East 

274 

313 

203 

Rule  of  Law 

166 

321 

314 

Religion,  Ethics,  and  Human  Rights 

228 

257 

201 

Other  Core  Programs  &  Departments 

Grants** 

3420 

**3596 

3297 

Jennings  Randolph  Fellowships 

2126 

1892 

1885 

Research  &  Studies/Special  Programs 

630 

1022 

1023 

Jeannette  Rankin  Library 

493 

522 

517 

Publications  and  Marketing 

933 

882 

914 

Public  Affairs  and  Information 

364 

535 

438 

Management  and  Administration 

1746 

1797 

1799 

TOTAL  -  Regular  Program 

11172 

12220 

11578 

TOTAL  -  With  Program  Expansion 

12638 

*Does  not  include  fellowships,  grants,  and  other  costs  for  these  topics  included 

in  Core  Programs  and  Departments. 

**Includes  214  committed  in  fiscal  year  1993  and  not  obligated  until  fiscal  year 

1994. 
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IV.       MANAGEMENT  ORGANIZATION  AND  STAFFING 

New  President 

In  July  1993,  the  Board  directed  that  Dr.  Richard  H.  Solomon  be  hired  as  the 
Institute's  new  president.  Dr.  Solomon  took  office  in  mid-September,  1993, 
and  Charles  Nelson,  who  had  been  acting  president  since  February, 
reassumed  the  post  of  executive  vice  president.  (See  Appendix  A  for 
biographical  information  about  the  Institute's  officers  and  senior  staff.) 

Board  of  Directors 

As  an  independent  nonprofit  corporation,  the  Institute  is  governed  by  a  15- 
member  Board  of  Directors,  11  appointed  from  outside  the  federal 
government  by  the  President  and  confirmed  by  the  Senate  and  4  Senate- 
confirmed  Executive  Branch  officials  who  serve  ex  officio  (the  Secretaries  of 
State  and  of  Defense  and  the  Director  of  the  Arms  Control  and  Disarmament 
Agency  or  Senate-confirmed  designees  from  their  agencies,  and  the  President 
or  Vice  President  of  the  National  Defense  University).  Not  more  than  eight 
Directors  may  be  of  the  same  political  party.  Board  members  appointed  from 
outside  government  have  staggered  four-year  terms;  may  serve  two  terms; 
and  may  continue  in  office  until  their  successors  have  been  appointed. 

From  1992  into  1994,  the  Board  experienced  a  number  of  changes,  with  over 
half  the  members  being  new.  The  five  new  non-governmental  members, 
appointed  by  President  Bush  and  confirmed  by  the  Senate,  are  Dr.  Chester  A. 
Crocker,  Distinguished  Research  Professor  of  Diplomacy,  School  of  Foreign 
Service,  Georgetown  University  and  former  Assistant  Secretary  of  State  for 
African  Affairs;  Thomas  Harvey,  Esq.,  Senior  Vice  President  and  General 
Counsel  of  the  Corporation  for  Public  Broadcasting;  Rev.  Theodore  M. 
Hesburgh,  President  Emeritus  of  the  University  of  Notre  Dame;  Amb.  Max 
Kampelman,  former  Counselor  of  the  Department  of  State  and  Ambassador 
and  Head  of  the  United  States  Delegation  to  the  Negotiations  on  Nuclear  and 
Space  Arms  in  Geneva;  and  Amb.  Christopher  Phillips,  former  United  States 
Ambassador  to  Brunei.  In  addition,  four  new  ex  officio  members  joined  the 
Board:  Hon.  Walter  B.  Slocombe,  Principal  Deputy  Under  Secretary  of 
Defense  for  Policy;  Mr.  John  D.  Holum,  Director,  Arms  Control  and 
Disarmament  Agency;  Lt.  Gen.  Paul  G.  Cerjan,  USA,  President  of  the  National 
Defense  University;  and  Mrs.  Toby  Trister  Gati,  Assistant  Secretary  of  State 
for  Intelligence  and  Research.  The  Board  elected  Dr.  Crocker  as  Chairman 
and  Amb.  Kampelman  as  Vice  Chairman.  Expiration  dates  have  passed  for 
the  terms  of  six  nongovernmental  members,  including  two  of  those 
mentioned  above.  (See  Appendix  B  for  biographical  information  about  the 
Board  of  Directors.) 
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Management  Review 

The  Institute's  new  president  has  initiated  a  general  review  of  the  Institute's 
internal  organization,  administrative  procedures,  and  staffing  requirements. 
This  review  seeks,  among  other  things,  to 

•Increase  the  effectiveness  of  the  Institute's  communication  with  its 
various  audiences.  Particular  attention  is  being  given  to  the  role  of  the 
Publications  and  Marketing  Department,  the  Public  Affairs  and 
Information  Office,  and  the  efforts  of  the  Research  and  Studies 
Program  to  communicate  substantive  findings  to  relevant  offices  in  the 
Executive  Branch  and  Congress. 

•Arrange  for  increased  attention  to  in-house  research  while  still 
maintaining  a  focus  on  ongoing  conferences  and  other  events.  In  the 
past  these  functions  have  been  performed  by  a  combination  of  the 
Research  and  Studies  Program  and  special  initiatives  regarding  the 
Middle  East,  Rule  of  Law  and  Religion,  Ethics  and  Human  Rights  plus 
other  coordinators  for  certain  geographic  and  topical  areas.  To 
increase  the  Institute's  effectiveness,  a  separate  unit  for  Special 
Programs  is  being  established.  This  review  process  is  still  incomplete, 
however,  and  in  this  presentation  the  activities  intended  for  Research 
and  Studies  and  for  Special  Programs  continue  to  be  presented  under 
one  section  now  entitled  Research  and  Studies  and  Special  Programs. 
Special  Initiatives  also  continues  to  be  presented  separately  as  in 
previous  years.  (See  Part  VII  below.) 

•Improve  coordination  among  different  organizational  units  to  assure 
maximum  utilization  of  staff  across  programs.  Through  the  use  of 
committees  and  task  forces,  we  are  emphasizing  cross  training  and 
utilization  of  personnel  among  programs  to  assure  the  most  efficient 
and  productive  use  of  their  time  and  mutual  reinforcement  of 
programmatic  themes  across  programs. 

•Give  greater  emphasis  to  education  and  training  programs  with 
special  attention  to  practical  training  for  professionals  in  international 
affairs. 

This  review  has  resulted  in  some  shifting  of  personnel  among  programs  and 
departments.  During  this  review,  we  have  been  sensitive  to  the  need  to  limit 
staffing  and  have  set  the  Institute's  personnel  complement  at  a  level  we  judge 
necessary  for  responsibly  fulfilling  the  Institute's  mandate. 
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Staffing 


PERSONNEL  SUMMARY 
FY  1993-FY  1995 

Compensable  Work  Years 
(Full-time  equivalent  employment) 
Regular  Program 
Special  Program  Expansion 

FY  1993 
(Actual) 

55 

FY  1994 
(Estimate) 

57 

FY  1995 
(Estimate) 

59 
3 

Total 

55 

57 

62 

By  statute  Institute  employees  "shall  not  be  considered  officers  and 
employees  of  the  Federal  Government"  except  for  several  narrowly  defined 
purposes  (see  Section  1707(f)  of  the  United  States  Institute  of  Peace  Act). 
Employees  hired  since  October  1988,  for  example,  are  not  entitled  to  federal 
benefits  for  health  and  life  insurance  and  retirement. 

At  the  close  of  fiscal  year  1993,  compensable  work  years  (or  FTEs  -  "full-time 
equivalents")  for  that  year  totaled  55.  The  Institute  projects  57  FTEs  for  fiscal 
years  1994  and  59  for  fiscal  year  1995  to  cover  the  regular  programs  (plus  3 
more  for  the  special  expansion  program  for  education  and  training)  with  a 
portion  of  this  FTE  level  to  be  determined  by  staff  attrition.  The  organization 
units  and  directors  are  shown  on  the  organization  chart  at  the  end  of  this 
section. 

As  in  the  past,  the  Institute  uses  short-term,  part-time,  and  intermittent 
employees  whenever  possible.  This  approach  enables  the  Institute  to 
mobilize  personnel  resources  without  making  longer  term  commitments.  The 
Institute  estimates  that  its  projected  level  of  57  FTEs  in  fiscal  year  1994  will 
include  53  full-time  and  four  other  than  full-time  FTEs;  and  that  the  numbers 
for  the  regular  program  in  fiscal  year  1995  will  also  include  four  other  than 
full-time  FTEs. 

The  Institute  had  projected  59  FTEs  for  fiscal  years  1993  and  1994.  The 
number  of  FTEs  turned  out  to  be  less  because  of  turnover  in  staff  positions 
and  time  required  for  recruitment  of  replacement  personnel.  If  all  positions 
had  been  filled  throughout  each  year,  the  total  FTEs  would  have  been  59. 

The  level  of  FTEs  for  the  Institute's  regular  programs  is  scheduled  to  increase 
in  fiscal  years  1994  and  1995  to  provide  staffing  for  increased  outreach  and 
program  development  and  operations,  and  also  in  fiscal  year  1995  for  the 
purpose  of  staffing  the  expansion  of  the  Education  and  Training  Program  and 
related  support  activities  in  other  programs  and  departments. 
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UNITED  STATES  INSTITUTE  OF  PEACE 

ORGANIZATION  CHART 

Programs  and  Directors 


BOARD  OF  DIRECTORS 


Chairman  of  the  Board 
(Chester  A.  Crocker) 


ADMINISTRATIVE  OFFICE 


Director 
(Bemice  J.  Carney) 


EXECUTIVE  OFFICE 


President 
(Richard  H.  Solomon) 

Executive  Vice  President 
(Charles  E.  Nelson) 


LEGAL  OFFICE 


General  Counsel 
(Charles  D.  Smith) 


grants 


Director  (acting) 
(David  Smock) 


EDUCATION  AND  TRAINING 


Director 
(Hrach  Gregorian) 


JENNINGS  RANDOLPH  FELLOWSHIPS 


Director  (acting) 
(Joseph  Klaits) 


JEANNETTE  RANKIN  LIBRARY 


Director 
(Jeanne  Bohlen) 


RESEARCH  AND  STUDIES  • 


Director 
(Alan  Romberg) 


PUBLICATIONS  AND  MARKETING ' 


Coordinator 
(Daniel  Snodderly) 


SPECIAL  PROGRAMS  • 


Director 
(Kenneth  M.  Jensen) 


public  affairs  and  information 

Director 
(Gregory  M.  McCarthy) 


MIDDLE  BAST 


Director  (Kenneth  M.  Jensen) 


RHJGIQN,  ETHICS,  fc  HUMAN  RIGHTS 


Senior  Scholar  (David  Little) 


RULE  OF  LAW 


Director  (Charles  D.Smith) 


nUrVENTTVE  DIPLOMACY 


Senior  Scholar  (Michael  Lund) 


'  Organization  under  review 
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JUSTIFICATION  BY  PROGRAM  —  EDUCATION  AND  TRAINING  — 
REGULAR  CORE  PROGRAM  AND  SPECIAL  PROGRAM  EXPANSION 
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V.        JUSTIFICATION  BY  PROGRAM  —  EDUCATION  AND 

TRAINING  —  REGULAR  CORE  PROGRAM  AND  SPECI AL 
PROGRAM  EXPANSION 

Program  Overview 

The  Institute's  growing  education  and  training  activities  are  designed  to  contribute  to  greater 
public  understanding  of  the  complexities  of  international  peacemaking  and  peacebuilding. 
The  program  aims  to  increase  the  quality  of  teaching  and  learning  in  (i)  secondary  school  and 
college  classrooms;  (ii)  for  professionals  in  foreign  affairs;  and  (iii)  in  communities 
throughout  the  country. 

The  immensity  of  this  task  requires  targeting  special  audiences  and  using  limited  resources  to 
produce  maximum  multiplier  effects.  Priority  audiences  for  the  Institute's  work  have 
included  high  school  and  higher  education  teachers  and  students,  leaders  of  professional  and 
civic  groups  and  other  nonprofit  organizations,  and  members  of  the  general  public  with  an 
interest  in  international  affairs.  Increasingly,  the  Institute  is  also  focusing  on  the  training 
needs  of  practitioners  in  the  area  of  peacekeeping  and  peacemaking. 

To  reach  these  audiences,  the  Institute  is  now  reorganizing  its  Education  and  Training 
Program  into  the  following  major  activity  areas  dealing  with  the  management  and  resolution 
of  international  conflicts: 

•  Practitioner  Training:  skills  training  in  mediation,  negotiation,  and  conflict 
management  and  resolution  for  foreign  affairs  professionals; 

•Teacher  Enrichment:  conducting  workshops  and  institutes  to  increase  teachers' 
knowledge  and  improve  their  teaching  skills,  preparing  resources  for  teachers 
such  as  guides  and  directories;  developing  curriculum  materials  for  use  in  high 
schools,  community  colleges,  and  four-year  colleges  and  universities; 

•Student  Enrichment:  promoting  special  academic  and  extracurricular  programs 
for  high  school,  undergraduate,  and  graduate  students;  and 

•Public  Education:  providing  video,  radio,  print,  and  multi-media  programs, 
sponsoring  conferences,  and  outreach  through  national  organizations  that 
engage  in  civic  education  both  for  educators  and  the  broader  public. 

Activities  Through  Fiscal  Year  1995 

In  recent  years  (as  noted  in  Part  HI  above)  all  of  the  key  audiences  for  the 
Institute's  education  and  training  activities  have  called  for  an  expansion  in  the 
program  to  help  address  the  needs  of  students  and  teachers,  foreign  affairs 
practitioners,  and  a  general  public  concerned  about  the  rapidly  changing 
international  environment.  Key  leaders  in  both  the  House  of  Representatives 
and  the  Senate  have  urged  the  Institute  to  do  more  in  the  field  of  education, 
particularly  in  training  related  to  the  management  and  resolution  of  conflicts. 

Responding  to  these  needs  the  Institute  plans  in  fiscal  years  1994  and  1995  to 
continue  its  existing  education  and  training  activities  (which  we  refer  to  here 
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as  the  Regular  Program)  and,  if  additional  funds  are  obtained,  to  expand 
some  of  these  existing  activities  and  to  add  others  (referred  to  here  as  the 
Program  Expansion).  Through  this  expansion,  the  Institute  will  continue  its 
past  focus  on  secondary  level  education  and  at  the  same  time  increase 
significantly  its  efforts  (i)  in  the  training  of  foreign  affairs  professionals;  (ii)  at 
the  undergraduate  level  for  both  four-year  institutions  and  community 
colleges;  and  (iii)  with  the  general  public.  When  taken  together  with  the 
activities  of  the  Jennings  Randolph  Fellowship  Program,  the  Expansion 
Program  will  give  the  Institute  significant  program  activity  at  each  of  the 
important  educational  levels  in  the  U.S.,  starting  with  secondary  schools  and 
including  undergraduate,  graduate,  postgraduate,  and  professional  education 
and  training. 

Education  and  Training  Program 
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Summary 

FY  1994  FY  1995 

Foreign  Policy  Practitioners  Regular       Expansion 

•Offer  its  first  conflict  resolution  skills  training  XXX 

program  in  fiscal  year  1994.  In  fiscal  year  1995,  repeat 
the  training  as  a  part  of  the  Regular  Program  and  add 
another  activity  as  part  of  the  Expansion  Program. 

Undergraduate  Students  and  Teachers 

•Establish  the  Matsunaga  Scholars  Program  as  part  of  X 

the  fiscal  year  1995  Expansion  Program. 

•Establish  a  summer  institute  for  teachers  in  four-year  XXX 

institutions  in  fiscal  year  1994  and  both  repeat  and 
expand  it  in  fiscal  year  1995. 

•Establish    a    summer    institute    for    teachers    in  X 

community  colleges  as  part  of  the  fiscal  year  1995 
Expansion  Program. 

•Continue  the  Peace  Interns  Program  at  the  Institute  XXX 

in  fiscal  year  1994  and  both  repeat  and  expand  it  in 
fiscal  year  1995. 

General  Public 

•Develop  conferences,  workshops  and  symposia  for  X 

educators  and  the  broader  public  as  part  of  the  fiscal 
year  1995  Expansion  Program. 

•Expand  use  of  multimedia  programming  (including  X 

radio  and  video  developed  primarily  for  classroom 

use). 

Secondary  Students  and  Teachers 

•Continue  the  National  Peace  Essay  Contest  in  both  XXX 

years  and  enhance  it  as  part  of  the  Expansion  Program 
in  fiscal  year  1995. 

•Continue  the  summer  institute  for  high  school  social  XXX 

studies  teachers  in  fiscal  years  1994  and  1995  and 
expand  it  as  part  of  the  fiscal  year  1995  Expansion 
Program. 

•  Develop    additional    curriculum    and    teaching  X 

materials  (including  video  and  other  multimedia)  and 
related  aids  for  classroom  use  as  part  of  the  Expansion 
Program  in  fiscal  year  1995. 
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Practitioner  Training 


Regular  Program:  During  fiscal  years  1992  and  1993,  the  Institute 
substantially  increased  its  level  of  activity  in  the  area  of  international  conflict 
resolution  training.  Through  grants,  fellowships,  and  such  Institute-directed 
programs  as  the  summer  1992  conference  on  bridging  the  gap  between 
conflict  resolution  theory  and  practice,  and  a  series  of  in-house  seminars  and 
demonstrations  by  leading  conflict  resolution  training  experts,  the  Institute 
has  become  a  significant  actor  in  this  field.  The  Institute's  1993  solicitation  of 
grants  on  conflict  resolution  training  to  enhance  the  ability  of  local 
practitioners  in  various  troubled  regions  to  reduce  the  potential  for  conflict 
and  to  sharpen  peacemaking  and  peacebuilding  skills  added  nine  major 
projects  (two  in  South  Africa,  two  in  the  Middle  East,  three  in  Eastern  Europe 
and  the  former  Soviet  Union,  and  two  with  the  UN)  to  its  growing  list  of 
activities  in  this  field. 

In  fiscal  year  1994  the  Institute  is  launching  a  pilot  project  in  international 
conflict  resolution  skills  training  (ICREST).  Training  will  be  offered  to  mid- 
level  practitioners  who  will  be  drawn,  for  the  most  part,  from  regional 
organizations  such  as  the  OAS  and  OAU.  The  anticipated  group  of 
approximately  30  practitioners  enrolled  in  the  ICREST  program  will  also 
include  diplomatic  and  military  personnel  from  the  United  States,  Canada, 
and  the  United  Nations.  A  similar  program  will  be  included  in  the  Regular 
Program  for  fiscal  year  1995. 

The  goal  of  the  ICREST  program  is  to  increase  the  store  of  knowledge  and 
practical  skills  available  to  participants  in  preventing,  managing,  and 
resolving  disputes  and  violent  conflicts.  Specific  objectives  include:  (1) 
assisting  participants  to  learn  and  think  critically  and  creatively  about 
practical  alternatives  for  dealing  with  situations  of  conflict;  (2)  providing  in- 
depth  information  on  conflict  escalation  and  de-escalation,  timing,  and 
intervention  strategies;  and  (3)  enhancing  the  ability  of  participants  to 
distinguish  between  positions,  interests,  and  needs  in  a  bargaining  or 
negotiation  process.  Content  areas  to  be  covered  include  conflict  analysis 
(what  constitutes  conflict,  what  are  the  different  types  of  conflict,  what  are  the 
various  causes,  early  warning  signs,  and  recurrent  patterns  in  a  conflict  life 
cycle)  and  conflict  management  (prenegotiation  and  problem-solving 
workshops,  bilateral  and  multilateral  negotiations,  and  mediation  and  other 
types  of  third  party  intervention). 

It  is  the  Institute's  expectation  that,  through  the  careful  presentation  of  select 
conceptual  models  and  the  use  of  case-studies  and  simulation  exercises,  the 
training  will  help  to  advance  the  participants'  analytic  and  behavioral  skills. 
Resource  personnel  for  the  program  will  be  drawn  from  a  pool  of  individuals 
known  to  the  Institute  as  leading  experts  in  the  field.  They  will  be  recruited 
for  their  expertise  in  various  methodological  approaches  to  conflict  resolution 
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and  for  their  practical  experience  in  international  negotiations.  These  experts 
will  lead  seminars  that  survey  the  applicable  literature,  examine  real-world, 
real-time  applications,  and  engage  the  practitioner /trainee  in  experiential 
learning  exercises.  Through  case-studies  and  applied  exercises,  participants 
will  have  the  opportunity  to  explore  in  greater  detail  the  application  of 
various  techniques  to  their  professional  responsibility. 

Program  Expansion:  An  additional  pilot  training  effort  for  practitioners  will 
be  included  in  ICREST  as  part  of  the  Expanded  Program  for  fiscal  year  1995. 
This  training  effort  will  place  even  greater  emphasis  on  cross-cultural 
component  in  international  negotiations.  The  goal  of  the  program  will  be  to 
provide  information  and  relevant  skills  training  for  practitioners  on 
negotiations  with  unfamiliar  cultures.  Program  development  will  start  in 
fiscal  year  1994. 

Teacher  Enrichment 

Regular  Program:  In  fiscal  years  1992  and  1993,  the  Institute  conducted 
intensive  week-long  summer  institutes  for  high  school  social  studies  teachers 
and  will  do  so  again  in  fiscal  years  1994  and  1995.  In  addition  to  instruction 
in  substantive  issue  areas,  the  institutes  provide  opportunities  for  teachers  to 
practice  teaching  strategies  and  methods  to  help  students  understand 
significant  concepts,  think  critically  about  issues  and  problems,  make 
decisions  about  public  policy  questions,  and  learn  independently.  The 
summer  institutes  are  also  designed  to  develop  a  community  of  educators 
who  can  share  professional  expertise,  provide  mutual  support  to  each  other, 
and  serve  as  a  continuing  source  of  ideas  and  feedback  for  the  Institute  in  the 
areas  of  international  conflict  management  and  resolution. 

In  fiscal  year  1994,  the  Institute  also  plans  a  summer  institute  for  college 
faculty  from  four-year  institutions.  This  program  will  enable  faculty  members 
to  stay  abreast  of  advances  in  research  and  practice  in  international  peace, 
security,  and  conflict  management  and  to  introduce  the  best  of  teaching 
techniques  and  technologies  currently  available  for  use  in  college  classrooms. 

The  advantages  of  holding  Institute-managed  summer  programs  for  these 
two  audiences  are  that  they:  (1)  draw  upon  Institute  fellows  and  staff  as 
resource  people  as  well  as  calling  upon  experts  in  the  Washington,  D.C. 
policy  community,  which  includes  think  tanks,  government  agencies, 
universities,  and  nongovernment  organizations;  (2)  give  faculty  an 
opportunity  in  a  non-teaching  environment  to  interact  with  one  another  and 
with  experts  who  are  practitioners,  researchers  and  advocates;  (3)  access 
resources  from  such  government  institutions  as  the  Library  of  Congress  and 
from  nonprofit  organizations  whose  purpose  is  to  provide  information  and 
materials  on  various  topics  relating  to  peace  and  international  conflict 
resolution;  (4)  provide  exposure  and  interaction  with  policymakers,  both 
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elected  and  appointed,  at  various  government  agencies  and  institutions;  and 
(5)  give  faculty  time  to  reflect  upon  what  they  are  learning  and  to  incorporate 
it  into  their  objectives  as  educators. 

Grant-supported  teacher  enrichment  activities  include  a  project  administered 
by  the  Council  of  Chief  State  School  Officers  utilizing  university  faculty  to 
train  a  select  group  of  high  school  teachers  who  will  then  instruct  colleagues 
in  the  mid-Atlantic  region  in  peace  and  security  issues  since  1945.  The 
Foreign  Policy  Research  Institute  used  an  Institute  grant  to  conduct  a  series  of 
lecture  and  workshop  programs  for  high  school  teachers  in  New  Jersey  which 
examined  the  impact  of  religion  and  ethnic  nationalism  on  peace  and  conflict 
in  the  post-Cold  War  era.  At  San  Diego  State  University,  an  Institute  grant 
supported  preparation  of  teaching  modules  and  training  workshops  for 
university  and  high  school  faculty  on  ethnic  conflict  in  Europe  and  in  the 
Middle  East. 

Program  Expansion:  Responding  to  the  Institute's  performance  in 
administering  summer  institutes  for  high  school  teachers,  educators  have 
expressed  a  great  deal  of  interest  in  an  expanded  program  that  would  include 
an  institute  for  community  college  instructors.  The  Institute  plans  such  an 
activity  as  part  of  the  fiscal  year  1995  Expansion  Program.  The  content  will  be 
similar  to  the  college  faculty  institute  described  above.  There  will  be, 
however,  some  modification  in  the  themes  and  geographical  regions  to  be 
highlighted  and  added  attention  to  pedagogical  issues  unique  to  instruction 
of  the  highly  heterogeneous  student  population  now  matriculating  in 
community  colleges. 

Program  expansion  for  the  purpose  of  teacher  enrichment  will  also  support 
additional  curriculum  and  teaching  materials,  including  the  development, 
production,  and  dissemination  of  two  curriculum  resource  packages  in 
international  peace  and  conflict  resolution  and  a  video  project  (currently 
planned  to  feature  the  work  of  key  peacemakers  in  history)  for  use  in  high 
school  and  college  classrooms.  While  the  possibility  exists  that  interactive 
video  technology  will  become  far  more  accessible  to  teachers  and  students 
within  the  next  5-10  years,  at  this  time  the  materials  to  be  developed  by  this 
project  will  be  printed.  Visual  applications  such  as  graphs,  charts,  maps, 
photographs,  and  art  will  be  included.  They  will  be  offered  initially  to 
teachers  who  are  contest  coordinators  for  the  National  Peace  Essay  Contest. 
Conceptualization  of  content  and  formatting  will  begin  during  fiscal  year 
1994.  Development,  pilot  testing,  revisions,  and  printing  will  take  place 
during  fiscal  year  1995.  The  initial  dissemination  phase,  which  will  include 
workshops  and  seminars  in  association  with  state,  regional,  and  national 
conferences,  will  take  place  during  fiscal  year  1996.  Evaluation  will  be 
conducted  during  all  phases  of  the  project. 
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The  Institute  regularly  receives  requests  from  educational  institutions  and 
from  students  and  teachers  for  information  and  resource  materials  on 
international  peace,  security,  and  related  topics.  In  response,  classroom 
resource  packages,  teaching  units,  instructional  manuals,  sample 
bibliographies,  and  other  materials  generated  by  Institute-supported  projects 
will  be  further  organized,  refined,  and  packaged  for  broader  dissemination. 
Additionally,  as  part  of  the  Expansion  Program,  Institute  staff  will  conduct 
workshops,  make  conference  presentations,  and  expand  activities  to  assist 
teachers  in  utilizing  Institute-produced  or  -funded  teaching  technologies  and 
materials  for  use  in  classroom  and  other  instructional  settings. 

Student  Enrichment 

Regular  Program:  The  principal  program  activities  aimed  at  student 
enrichment  have  been  the  National  Peace  Essay  Contest  and  summer  Peace 
Internships.  In  fiscal  years  1994  and  1995  the  Institute  plans  to  continue 
funding  the  preparation  of  curriculum  materials  for  classroom  use,  including 
videos  and  study  guides,  simulations,  and  other  aids  for  use  by  students  and 
teachers.  Additionally,  grants  to  help  augment  library  holdings  and  services 
in  such  fields  as  diplomatic  history,  international  relations,  and  peace  and 
security  studies  increase  the  store  of  resources  the  Institute  helps  to  make 
available  to  educators  and  students. 

National  Peace  Essay  Contest 

The  National  Peace  Essay  Contest  continues  to  generate  high  interest  among 
high  school  students  and  their  teachers.  The  1992-1993  school  year  produced 
essays  from  thousands  of  students  representing  all  50  states  plus  the  District 
of  Columbia  and  U.S.  territories.  These  students  addressed  the  question 
whether — and  how — the  United  States  should  direct  its  resources  to  help 
avoid  or  resolve  international  conflict  in  the  post-Cold  War  era.  As  in 
previous  years,  first-place  state  winners  traveled  to  Washington,  DC  for  a 
five-day  program  that  in  1993  featured  a  simulation  of  possible  international 
responses  to  the  crisis  in  Haiti,  and  included  meetings  at  the  U.S.  Department 
of  State,  the  Organization  of  American  States,  and  Capitol  Hill,  where 
students  met  with  legislators  and  heard  briefings  by  House  and  Senate 
foreign  affairs  specialists.  In  fiscal  years  1994  and  1995,  the  Institute  will 
continue  developing  lesson  units  to  help  better  integrate  the  essay  writing 
process  in  the  existing  curriculum  of  participating  schools.  An  essay  contest 
alumni  network  to  facilitate  continued  communication  with  past  state 
winners  and  to  provide  avenues  for  greater  outreach  is  also  planned. 

Peace  Interns 

The  Institute  proposes  to  support  Peace  Interns  as  part  of  its  Regular  Program 
in  fiscal  year  1994,  and  to  increase  participation  as  part  of  the  Program 
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Expansion  in  fiscal  year  1995.  Peace  Interns  work  with  various  programs  and 
offices  at  the  Institute  on  discrete  research  projects,  program  review  and 
evaluation,  and  special  events  such  as  conferences,  workshops,  and  study- 
group  meetings.  The  Institute  would  implement  this  program  through  a  local 
consortium  of  colleges  and  universities.  (Although  not  formally  a  part  of  the 
Peace  Interns  activity,  the  Institute  also  supports  research  aides  in  its  Jennings 
Randolph  Fellowship  program  who  both  learn  from  and  contribute  to  the  life 
of  the  Institute  in  addressing  questions  of  international  conflict  management 
and  resolution.) 

Matsunaga  Scholars 

In  fiscal  year  1994,  the  Institute  will  continue  planning  and  development  of  a 
new  Spark  M.  Matsunaga  Scholars  Program  for  undergraduate  college 
students.  The  program  will  seek  to  provide  undergraduates  with  special 
opportunities  to  conduct  selected  projects  and  receive  specialized  training 
and  professional  experience  in  international  peace,  conflict  resolution  and 
related  fields.  Planning  is  underway  to  implement  the  program  in  fiscal  year 
1995  as  part  of  the  Program  Expansion  described  below. 

Program  Expansion:  The  two  major  undertakings  in  student  enrichment 
included  in  the  program  expansion  will  be  implementation  of  the  Spark  M. 
Matsunaga  Scholars  Program  and  expansion  of  the  Institute's  Peace  Interns 
program. 

Matsunaga  Scholars 

The  Matsunaga  Scholars  program  was  authorized  by  Congress  in  1992.  It  is 
intended  to  support  undergraduates  not  for  tuition  subsidy  but  for 
scholarship  and  educational  programs  in  international  peace  and  conflict 
resolution  and  related  fields.  The  awards  may  be  based  on  merit  or  other 
criteria. 

Among  the  program's  key  objectives  are  to:  (1)  expand  the  Institute's  outreach 
and  support  for  undergraduate  education;  (2)  help  promising  students  to 
pursue  independent  research  and  other  projects  or  to  benefit  from  a 
work/study  experience;  (3)  provide  students  with  greater  exposure  to  more 
applied  work  in  international  peacemaking  and  related  activities;  and  (4) 
extend  the  Institute's  outreach  to  smaller,  liberal  arts  colleges  and  institutions 
of  higher  education  that  deal  with  underserved  populations. 

The  Institute  has  examined  several  possible  models  for  such  a  program:  (1)  a 
college-based  and  -designed  competitive  scholarship  program;  (2)  solicitation 
of  program  ideas  for  a  national  competition  from  major  educational 
associations;  and  (3)  a  program  modeled  on  that  of  the  Truman  Scholarship 
Foundation  which  would  place  students  at  government  or  private  agencies 
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for  a  semester.  Two  other  possibilities  would  be  to  have  the  Institute:  (a) 
design  a  national  competition  for  awards  to  support  undergraduate  or 
work/study  projects  which  would  be  co-administered  and  co-supervised  by 
college  or  university  faculty;  or  (b)  hold  a  national  competition  for 
work /study  opportunity  at  the  Institute,  in  which  students  would  work  on  a 
research  project  with  staff  or  fellows,  the  end  result  to  be  published  as  a 
collection  of  essays  by  several  Matsunaga  scholars. 

The  Matsunaga  Scholars  Program  would  represent  an  unusual  opportunity 
for  undergraduates,  since  there  are  few  financed  extracurricular  research  or 
experiential  programs  in  international  peace  and  conflict  management 
available  to  them.  The  program  would  capitalize  on  the  Institutes  unique 
position  in  the  research  and  policy  communities,  providing  students  with 
valuable  exposure  to  both  worlds. 

Peace  Interns 

The  Institute's  internship  program  is  extremely  popular  with  students.  The 
Institute  has  been  receiving  between  50  and  60  applications  for  the  two  or 
three  spaces  available  each  summer,  despite  no  advertising.  The  intent  of  this 
program  is  to  give  undergraduate  and  graduate  students  exposure  to  the 
Institute,  to  the  issues  and  individuals  involved  in  the  international  peace  and 
conflict  resolution  field,  and  to  the  Washington  policy-making  world.  It  is 
also  to  broaden  Institute  outreach  to  college  and  university  students  and  to 
contribute  to  the  development  of  the  next  generation  of  scholars  and 
practitioners  in  the  Institute's  areas  of  interest. 

In  fiscal  year  1993,  the  Peace  Interns  program  enabled  three 
undergraduate/graduate  interns  to  spend  two  to  three  summer  months  at  the 
Institute.  Similar  activities  are  scheduled  as  part  of  the  Regular  Program  in 
both  fiscal  years  1994  and  1995.  The  interns'  work  is  substantive,  not  clerical, 
and  they  are  encouraged  to  attend  seminars  and  other  program-related  events 
at  the  Institute.  Additional  possibilities  being  considered  as  part  of  the 
Expansion  Program  in  fiscal  year  1995  include:  (1)  a  program  that  runs  all 
year,  with  three  classes  of  interns  per  year.  It  would  be  based  on  the  same 
format  as  the  present  program  with  interns  shifting  among  programs  at  the 
Institute  and  working  either  on  the  Institute's  regular  projects  currently 
underway  or  on  special  assignments  specifically  designed  for  the  internship 
program;  and  (2)  interns  would  be  involved  in  a  more  academic  and 
supervised  project  for  which  they  would  receive  credit  from  their  universities. 

Public  Education 

Regular  Program:  In  the  summer  of  1993,  the  Institute  mounted  a  major 
conference  regarding  peace,  security  and  international  conflict  management 
that  attracted  high  school  teachers  and  administrators,  junior  and  community 
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college  faculty,  and  others  in  international  education.  In  addition  to 
substantive  presentations  on  such  issues  as  arms  control,  ethnic  conflict,  the 
UN  and  regional  organizations,  and  democratization  and  human  rights,  the 
conference  featured  methods  workshops  that  demonstrated  strategies  for:  (1) 
teaching  about  controversial  issues;  (2)  instructions  about  such  concepts  as 
democratization  and  human  rights;  (3)  promoting  critical  thinking;  and  (4) 
problem  solving.  While  intended  for  primarily  for  professional  educators,  the 
audience  for  this  conference  included  many  individuals  from  a  variety  of 
interests  and  backgrounds.  Both  the  sessions  on  content  areas  and  those  on 
teaching  methods  were  well  attended  by  the  general  public. 

The  Institute's  two  educational  video  projects,  "Face  to  Face,"  on  the  history  of 
U.S.-Soviet  summit  meetings,  and  "Breaking  the  Mold,"  on  the  history  of  the 
Cold  War  from  1945  to  1989,  represent  major  efforts  in  public  education.  The 
latter  has  been  broadcast  twice  by  SECA,  a  consortium  of  PBS  stations. 
Reports  on  the  number  of  stations  that  picked  up  the  series  indicate  that  it 
received  wide  distribution  throughout  the  country.  In  fiscal  years  1994  and 
1995,  the  Institute  will  begin  planning  for  a  possible  radio  series  consisting  of 
short  presentations  on  advances  in  global  conflict  management  and  the 
adaptation  for  broadcast  purposes  of  the  video  series  featuring  peacemakers 
in  history  developed  primarily  for  classroom  use  (see  Program  Expansion 
section  below). 

Grant-supported  projects  for  the  public  include  the  Institute's  largest  single 
award,  to  the  American  Red  Cross,  for  the  production  of  materials  and  for 
training  of  facilitators  to  teach  the  principles  of  international  humanitarian 
law  to  the  general  public.  Brown  University  received  a  grant,  in  part  to 
develop  a  citizen  discussion  series  on  alternative  versions  of  European 
security.  Ten  radio  programs  exploring  issues  in  conflict  resolution  were 
produced  by  the  Cambridge  Forum,  and  the  World  Affairs  Council  of 
Northern  California  mounted  two  public  discussion  programs  on  key 
problems  in  conflict  resolution  and  on  regional  conflicts. 

Program  Expansion:  While  many  of  the  Institute's  activities  can  be  classified 
as  "public  education,"  the  following  project,  to  be  initiated  in  fiscal  year  1995, 
would  be  designed  to  reach  homes  and  communities  across  the  country. 

The  major  Institute-directed  activity  in  public  education  will  involve  the 
production  and  dissemination  of  an  additional  video  series  developed 
primarily  for  the  use  of  high  school  teachers  (as  described  above  under 
"Teacher  Enrichment")  currently  planned  to  feature  the  work  of  key 
peacemakers  in  history.  In  addition  to  the  extensive  exposure  through  cable 
and /or  public  TV  channels,  the  series  will  serve  as  the  basis  for  community 
and  school  lecture/ discussion  groups.  Accompanying  print  materials, 
including  background  readings,  discussion  questions,  learning  activities, 
bibliography,  and  glossary  will  also  be  developed  and  tailored  for  various 
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audiences.  Dissemination  plans  and  activities,  such  as  working  with 
established  networks  of  people  from  different  walks  of  life,  will  be  central  to 
this  project.  Additionally,  the  outreach  activities  described  above  will  be 
expanded. 

As  part  of  the  Program  Expansion  in  fiscal  year  1995,  the  Institute  also  plans 
to  conduct  conferences  and  public  meetings  to  reach  a  combination  of 
educators  and  the  broader  public.  Such  events  are  intended  as  basic 
awareness-building  activities  for  larger  audiences.  Through  this  outreach 
vehicle  the  Institute  will  provide  additional  opportunities  for  those  interested 
in  international  affairs  education  to  learn  from  subject  matter  and  other 
experts  and  from  each  other. 
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VI.       JUSTIFICATION  BY  PROGRAM  —  OTHER  SPECIAL  PROGRAMS 
AND  INITIATIVES 


Special  middle  east  program 

(in  thousands  of  dollars) 


By  Activity 

1993                 1994 
ACtlial             Fstimate 

1995 
Hsrimate 

Net  Change 
'94-'95 

TOTAL 

274                     313 

203 

-110 

By  Object  Classification 


1993 

Actual 

FTE  Amount 

1994 

Ffirimatf 
FTE  Amount 

1995 

Estimate 

FTE  Amount 

Net  Change 

•94-'95 
FTE  Amount 

Personnel 

Full  Time 
Other 

2.29 
0.70 

88 
55 

1.73 
0.69 

52 
37 

2.00 
0.30 

68 
23 

+0.27 
-0.39 

+16 
-14 

Benefits 
Total 

2.99 

24 
1£Z 

2.42 

14 
103 

UJ1 

16 
107 

-0.12 

+2 

Travel 

Invitational 

Staff 

Total 

49 

10 

.52 

116 

10 

12& 

28 

5 

11 

-88 

-5 

z22 

Office  Rent 

— 

30 

28 

-2 

Other  Rent 

1 

— 

— 

— 

Postage 

2 

1 

3 

+2 

Printing 

10 

18 

8 

-10 

Other  Services 

35 

25 

24 

-1 

Furn.  &  Equip. 

_~ 

_1Q 

__ 

^1Q 

Total    Other 

48 

84 

63 

-21 

TOTAL 

2.?? 

274 

2.42 

313 

2.30 

203 

-0.12 

-110 
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VI.       JUSTIFICATION  BY  PROGRAM  —  OTHER  SPECIAL  PROGRAMS 
AND  INITIATIVES 

This  Part  VI  presents  three  areas  of  special  interest  to  the  Institute  which  are 
dealt  with  separately  for  budgeting  and  staffing  purposes.  Many  of  the 
activities  dealt  with  here  have  been  developed  in  response  to  needs  identified 
by  officials  in  the  Executive  Branch,  including  the  Department  of  State,  the 
National  Security  Council,  and  the  Arms  Control  and  Disarmament  Agency, 
as  well  as  by  members  and  staff  of  Congress. 

SPECIAL  MIDDLE  EAST  PROGRAM  IN  PEACEMAKING  AND 
CONFLICT  RESOLUTION 

Program  Overview 

Following  Iraq's  invasion  of  Kuwait  in  1990  and  in  light  of  the  1991  Gulf  War,  the  Institute 
launched  a  special  program  on  peacemaking  and  conflict  resolution  in  the  Middle  East.  The 
program  has  emphasized  a  wide  range  of  topics  that  address  the  risks  and  opportunities  for 
achieving  a  reduction  of  tensions  in  the  post-Gulf  War  region:  (1)  U.S.  and  multilateral 
peacemaking  initiatives,  such  as  the  ongoing  Arab-Israeli  peace  talks  and  efforts  to  reduce 
arms  proliferation  in  the  region,  (2)  the  changing  nature  of  collective  security  and  the  new 
role  of  the  United  Nations  in  humanitarian  intervention,  and  (3)  events  and  trends  in  the 
Islamic  world,  South  Asia,  and  the  former  Soviet  Union  that  have  an  impact  on  the  Middle 
East. 

For  these  purposes  the  Institute  assembled  a  coordinating  staff  and  highlighted  specific  issues 
in  its  core  programs.  As  part  of  the  special  program  the  Institute  conducts  study  groups, 
conferences,  and  diplomatic  simulations,  and  gives  attention  to  Middle  East  issues  in  making 
grant  and  fellowship  awards  and  in  making  publication  decisions. 

Activities  Through  Fiscal  Year  1995 

OBLIGATIONS  FOR  SPECIAL  MIDDLE  EAST  PROGRAM 
FY  1991-FY  1995 

(soars) 

FY  1991  FY  1992  FY  1993  FY  1994  FY  1995 

Est.     Est. 


Coordination  Staff 

25 

182 

169 

103 

107 

Study  Groups/Conferences/Simulations 

111 

185 

105 

210 

96 

Fellowships 

255 

299 

256 

200 

150 

Grants 

245 

1228 

582 

300 

250 

Library 

5 

- 

- 

- 

TOTAL 

641 

1894 

1112 

813 

603 

For  fiscal  year  1995  the  Institute  projects  a  gradual  reduction  in  obligations  for 
the  Special  Middle  East  Program  from  the  level  projected  for  fiscal  year  1994. 
Plans  for  future  years  will  depend  upon  developments  in  the  region,  and  are 
affected  by  recent  breakthroughs  in  the  Arab-Israeli  peace  process,  ongoing 
tensions  in  the  Persian  Gulf  relating  to  Iraq  and  its  neighbors,  and  the  state  of 
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peace  and  conflict  in  adjoining  regions  in  the  Near  East  and  Central  and 
South  Asia. 

Study  Groups.  Working  Groups  and  Symposia 

Regional  Arms  Control  Arrangements  and  Issues  in  the  Post-War  Middle 
East:  The  Institute  has  published  two  works  on  regional  arms  control  and 
confidence-building  measures  in  the  Middle  East:  a  May  1991  study  group 
interim  report  on  regional  arms  control  arrangements  and  a  September  1992 
book  titled  Arms  Control  and  Confidence  Building  in  the  Middle  East  that  resulted 
from  a  grant  awarded  in  1990.  A  study  on  regional  arms  control  conducted 
by  1993  Institute  fellow  Raja  Mohan  applied  lessons  learned  from  confidence- 
building  measures  in  the  Middle  East  and  other  regions  to  South  Asia;  results 
of  this  research  are  expected  to  be  published  by  the  Institute  in  fiscal  year 
1994. 

Lessons  from  the  Gulf  Crisis  for  Strengthening  the  United  Nations  Collective 
Security  System:  A  working  group  on  the  lessons  from  the  Gulf  crisis  for 
strengthening  the  United  Nations  Collective  Security  system  was  begun  in 
April  1991,  and  in  fiscal  year  1992  this  work  was  built  upon  with  the 
production  of  several  reports  on  collective  security,  humanitarian 
intervention,  and  strengthening  United  Nations  peacekeeping.  In  fiscal  year 
1993,  two  additional  reports  on  related  issues  were  published:  (1)  from  a 
December  1992  symposium  held  in  cooperation  with  the  National  Defense 
University,  a  report  examining  the  implications  for  the  U.S.  military  of  the 
post-Gulf  War  international  environment  was  produced,  titled  "Peacemaking 
and  Peacekeeping:  Implications  for  the  United  States  Military;"  (2)  the 
Institute  also  organized  a  study  group  on  improving  the  practical  and 
operational  aspects  of  United  Nations  peacekeeping.  Its  August  1993  report, 
titled  "The  Professionalization  of  Peacekeeping,"  has  been  widely  circulated 
among  U.S.  policymakers  and  among  the  U.S.  military  academies  and 
training  institutions. 

The  Institute  will  continue  work  on  UN-related  issues  in  fiscal  years  1994  and 
1995.  The  study  group  begun  in  fiscal  year  1993  on  the  challenges  of 
international  political,  humanitarian  and  military  intervention  will  carry  over 
into  fiscal  year  1994,  as  described  in  the  Research  and  Studies  program 
description  in  Part  VII. 

Peacemaking  Among  Arabs  and  Israelis:  Approaches  and  Diplomatic 
Processes:  A  study  group  of  former  U.S.  policymakers,  diplomats,  and 
scholars  who  personally  participated  in,  or  studied,  Arab-Israeli  peace 
negotiations  over  the  past  50  years  (and  especially  since  1967)  issued  a  final 
report  in  early  fiscal  year  1992,  "Making  Peace  Among  Arabs  and  Israelis: 
Fifty  Years  of  Negotiating  Experience."  Following  on  the  work  of  this  study 
group,  in  fiscal  year  1992  the  Institute  organized  a  simulation  exercise  to 
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examine  possible  courses  for  the  Israel-Syria  working  group  of  the  Middle 
East  Peace  Conference  which  the  Institute  understands  was  of  considerable 
interest  to  Middle  East  policymakers.  A  monograph  summarizing  the 
simulation  and  its  outcome  was  published  by  the  Institute  in  fiscal  year  1993, 
Conflict  Resolution  in  the  Middle  East:  Simulating  a  Diplomatic  Negotiation 
Between  Israel  and  Syria. 

Given  the  recent  dramatic  breakthroughs  in  the  negotiation  process 
emanating  from  the  Middle  East  peace  process,  the  Institute  plans  to  convene 
a  study  group  focusing  on  implementation  of  the  Israeli-Palestinian 
agreement  and  its  societal,  legal,  and  political  implications.  The  study  is 
expected  to  result  in  a  series  of  reports  that  assess  the  principles  agreed  upon 
and  the  effect  of  their  implementation  on  security  in  the  region.  This  work 
will  parallel  other  Institute  activity  on  the  general  topic  of  post-settlement 
peace-building. 

To  consider  longer  range  trends  and  forces  which  will  have  an  impact  on  the 
potential  for  peace  and  conflict  in  the  Middle  East,  the  Institute  brought 
together  a  group  of  scholars,  practitioners,  and  analysts  in  May  1992  for  a 
symposium  on  "Islam  and  Democracy."  This  event  was  summarized  in  an 
Institute  monograph  entitled  Islam  and  Democracy:  Religion,  Power,  and  Politics 
in  the  Middle  East,  published  during  fiscal  year  1993. 

Following  up  on  this  work,  the  Special  Middle  East  Program  will  hold  a 
symposium  in  fiscal  year  1994  on  the  implications  of  political  Islam  in  the 
region  on  incumbent  regimes,  the  Arab-Israeli  peace  process,  and  Western 
attitudes  toward  the  region.  From  this  symposium,  the  Institute  plans  to  first 
publish  a  report  for  circulation  to  policymakers  and  later  an  edited  volume 
for  wider  distribution. 

Parallel  with  several  Institute-sponsored  grant  projects,  in  fiscal  year  1994  the 
Special  Middle  East  Program  plans  to  hold  a  conference  on  Turkey's  role  in 
the  Middle  East,  which  will  assess  Turkish  foreign  policy  in  the  post-Cold 
War  era  as  it  relates  to  relationships  with  Iraq  and  Iran,  Israel  and  its 
neighbors,  and  the  Transcaucasus  and  Central  Asia.  This  conference  is 
expected  to  result  in  an  Institute  publication  in  fiscal  year  1995. 

Also  the  Institute  plans  to  conduct  a  series  of  symposia  on  regime  change  in 
the  Middle  East  and  its  consequences  for  regional  peace  and  stability.  Early 
in  fiscal  year  1994,  the  Institute  conducted  a  public  workshop  on  the  foreign 
policy  of  Syria  as  it  relates  to  the  prospects  for  consolidation  of  agreements 
reached  in  the  Arab-Israeli  peace  process  and  stability  in  the  Persian  Gulf 
region.  Similar  workshops  on  Iraq,  Iran,  and  other  states  in  the  region  are 
planned  for  fiscal  years  1994  and  1995. 
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Prospects  for  Conflict  and  Opportunities  for  Peacemaking  in  Adjoining 
Regions:  In  1992,  the  Institute  launched  a  study  group  to  consider  the 
prospects  for  conflict  and  peacemaking  in  the  southern  tier  of  republics  of  the 
former  Soviet  Union  (see  Part  IV  for  more  details).  Also  in  fiscal  year  1992, 
the  Institute  held  a  two-day  conference,  in  cooperation  with  the  Carnegie 
Endowment  for  International  Peace,  on  developments  in  the  Transcaucasus, 
with  a  special  focus  on  tensions  over  Nagorno-Karabakh.  A  report  on  the 
conference  was  issued  as  part  of  the  Institute's  In-Brief  series.  Inasmuch  as  the 
Special  Middle  East  Program  works  closely  with  the  Institute's  Research  and 
Studies  staff,  work  on  conflicts  and  conflict  resolution  in  the  Transcaucasus 
will  continue  in  the  activities  of  that  core  program. 

In  fiscal  year  1993,  the  program  held  a  three-day  conference  on  the  territorial 
dispute  over  Kashmir,  set  in  the  broader  context  of  reducing  overall  tensions 
between  India  and  Pakistan.  In  this  conference  Indians,  Pakistanis  and 
Kashmiris  discussed  approaches  to  the  reduction  of  tensions  and  eventual 
resolution  of  the  dispute.  The  results  of  the  conference  were  widely  discussed 
among  policymakers  and  in  the  region.  In  January  1994,  the  program  held  a 
similar  forum  to  assess  the  potential  for  a  reduction  of  tensions  over  Kashmir. 

Grants 

In  awarding  grants  in  fiscal  year  1993,  the  Institute  highlighted  Middle  East 
issues,  and  funded  an  increased  number  of  proposals  on  the  future  course  of 
political /social  dynamics  in  the  Arab  world,  innovative  ways  to  enhance 
prospects  for  settlement  of  the  Arab-Israeli  conflict,  the  potential  and 
prospects  for  increased  Turkish  influence  in  the  region,  and  long  range 
security  requirements  in  the  Persian  Gulf  region.  In  fiscal  year  1993,  the 
Institute  addressed  Middle  East  issues  by  focusing  in  its  solicited  grant  cycle 
on  three  issues: 

•The  regional  impact  of  Kurdish  political  and  political-military  activities  within  and 
between  Iraq,  Turkey,  Syria,  and  Iran; 

•Iranian  and  Turkish  involvement  in  the  Armenia- Azerbaijan  confrontation,  and 
their  competition  for  influence  in  Central  Asia;  and 

•The  effects  of  Iranian-Syrian  relationships  upon  Israeli- Arab  relations  and  the  peace 
process,  particularly  upon  anti-Israel  militancy  in  Lebanon  but  also  upon  attitudes  of 
Palestinian  organizations  both  inside  the  Occupied  Territories  and  outside  Israel. 

Examples  of  awards  from  this  solicitation  include  a  grant  to  the  Baldisy 
Center  for  Kurdish  Studies  in  Tallahassee,  Florida,  to  support  an  international 
conference  on  the  situation  of  the  Kurds  in  each  of  the  Middle  Eastern 
countries  where  they  reside;  a  grant  to  the  Institute  for  Multi-track  Diplomacy 
to  train  Greek-Cypriots  and  Turkish-Cypriots  in  conflict  resolution  skills;  and 
a  grant  to  the  Royal  Institute  for  International  Affairs  (London)  to  examine 
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the  Syrian-Iranian  relationship  and  its  impact  on  the  Arab-Israeli  peace 
process.  Although  no  specific  Middle  East  solicited  grant  topic  is  included  for 
fiscal  years  1994  and  1995,  the  Institute  expects  to  award  a  number  of 
additional  grants  for  study  of  the  region. 

Fellows 

Four  of  eleven  fellows  who  were  in  residence  during  fiscal  year  1992 
addressed  Middle  East  and  related  issues  in  their  projects,  and  during  fiscal 
year  1993  four  of  twelve  fellows  in  residence  conducted  research  on  the 
Middle  East.  The  Institute  published  the  results  of  two  of  these  projects  in 
fiscal  year  1994:  The  Arab  World  After  Desert  Storm,  by  Muhammed  Faour,  and 
Palestinians,  Refugees,  and  the  Middle  East  Peace  Process,  by  Don  Peretz. 

During  fiscal  year  1994,  three  fellows  in  residence  are  addressing  significant 
issues  related  to  the  activities  of  the  Special  Middle  East  Program: 

•  Abdul  Sattar,  former  foreign  minister  of  Pakistan,  will  conduct  research  on  the 
imperatives  of  peace  in  South  Asia. 

•Joyce  Davis,  an  editor  on  the  foreign  desk  of  National  Public  Radio,  will  research 
and  prepare  a  number  of  reports  on  the  general  theme  of  finding  common  ground 
with  Islam. 

•Shaul  Bakhash,  a  professor  at  George  Mason  University,  will  study  the  Islamic 
ideology  of  Iran  and  the  transformation  of  political  sensibilities. 
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RULE  OF  LAW  INITIATIVE 

(in  thousands  of  dollars) 

By  Activity 


TOTAL: 


1993                1994              1995     Net  Change 
Actual Estimate Estimate '94-'95 


166 


321 


314 


By  Object  Classification 


1993 

Actual 
FTE  Amount 

1994 
Estimate 
FTE  Amount 

1995 

Estimate 

FTE  Amount 

Net  Change 
'94-'95 
..FJE^Amount 

Personnel 
Full  Time 
Other  Than  F/T 
Reim.  Detail 

0.10 
0.58 

10 
17 
69 

0.70 

56 

71 

1.50 

116 

+0.80 

+60 
-71 

Benefits 
Total 

1LM 

4 
100 

0.70 

14 
141 

1.50 

30 
US 

+0.80 

+16 

±1 

Travel 

Invitational 

Staff 

Total 

7 

1 

18 
5 

_22 

25 

10 

IS 

+7 

+5 

±12 

Office  Rent 

10 

15 

14 

-1 

Postage 

5 

10 

10 

— 

Printing 

19 

53 

39 

-14 

Other  Services 

25 

69 

70 

+1 

Furn.  &  Equip. 

mz 

_L0. 

zzzz 

_JG 

Total    Other 

59 

157 

133 

-24 

TOTAL 

0.70 

166 

0.70 

321 

1.50 

314 

+0.80 

-7 
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RULE  OF  LAW  INITIATIVE 


Program  Overview 


Since  its  inception,  the  Institute  has  funded  a  number  of  projects  which  explore  the 
relationship  between  regime  types  and  the  prospects  for  long-term  peace  or  conflict.  Much  of 
that  research  and  other  experience  suggests  that  a  society  governed  by  the  rule  of  law  is  less 
likely  to  be  aggressive  internationally  and  more  likely  to  contribute  to  the  cause  of 
international  peace  than  are  centrally  controlled  societies.  This  view  was  affirmed  politically 
at  a  historic  meeting  in  Copenhagen  in  1990,  when  the  thirty-five  nations  that  then  comprised 
the  Conference  on  Security  and  Cooperation  in  Europe  (CSCE)  unanimously  declared  that 
"societies  based  on  ...  the  rule  of  law  are  prerequisites  for  ...  the  lasting  order  of  peace, 
security,  justice  and  cooperation." 

The  Institute's  Rule  of  Law  Initiative  seeks  to  build  upon  and  refine  principles  on  the  rule  of 
law  articulated  by  the  CSCE  and  other  bodies  and  to  provide  practical  guidance  for  their 
implementation.  Among  the  subjects  that  the  Institute  has  considered  through  its  grants, 
fellowships,  and  in-house  programming  are  such  rule  of  law  questions  as  the  impact  of  types 
of  governmental  organization  on  international  peace;  transitions  from  authoritarian  to 
democratic  governance;  principles  of  constitutionalism;  and  the  translation  of  international 
standards  or  norms  into  national  laws  and  practices.  This  Initiative  is  composed  of  a  number 
of  discrete  projects  which  break  out  into  two  types  of  activities:  those  that  are  general  in 
nature  and  those  that  focus  on  a  particular  country  or  region.  Several  of  these  projects  are 
responsive  to  needs  expressed  by  the  Executive  Branch. 

Activities  Through  Fiscal  Year  1995 

General  Topics 

Transitional  Justice:  When  a  repressive  regime  is  replaced  by  a  new 
government  proclaiming  its  commitment  to  the  rule  of  law,  the  first  test  of 
that  commitment  —  and  one  which  will  often  affect  the  prospects  for 
domestic  and  international  peace  —  is  the  treatment  of  persons  associated 
with  the  previous  regime.  In  recent  years,  for  instance,  this  dilemma  of 
"transitional  justice"  has  arisen  in  countries  as  diverse  as  Argentina,  Russia, 
and  Ethiopia.  In  fiscal  year  1994,  the  Institute  will  publish  a  three- volume 
collection  entitled  Transitional  Justice:  How  Emerging  Democracies  Reckon  With 
Former  Regimes.  This  2,000-page  collection  of  edited  readings  includes,  in 
Volume  I,  a  broad  range  of  legal,  political,  and  philosophical  perspectives  on 
questions  of  prosecution,  punishment,  compensation  for  victims,  relative 
degrees  of  responsibility  for  abuses  by  the  former  regime,  forgiveness,  public 
accountability,  and  societal  healing;  in  Volume  II,  studies  of  21  such 
transitions  over  the  past  50  years;  and  in  Volume  III,  pertinent  legislation, 
regulations,  constitutional  provisions,  judicial  decisions,  and  governmental 
commission  reports  from  22  countries  and  from  international  organizations. 

A  separate  collection  of  original  essays  on  transitional  justice  is  planned  for 
fiscal  year  1994  with  presentation  at  a  symposium  and  publication  in  fiscal 
year  1995.    Among  the  subjects  to  be  addressed  is  an  additional  aspect  of 
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transitional  justice:  the  prosecution  of  war  crimes  by  international  tribunals. 
The  question  of  the  use  of  war  crimes  trials  remained  largely  dormant  from 
the  time  of  the  historic  post-World  War  II  trials  in  Nuremberg  and  Tokyo 
until  recently.  Suggestions  are  now  being  made  anew  that  such  trials  might, 
on  the  one  hand,  deter  aggression,  and  on  the  other  hand,  be  a  necessary 
element  in  doing  justice  and  establishing  peace  after  aggression  has  been 
quelled.  The  UN  tribunal  on  war  crimes  in  the  former  Yugoslavia  is  an 
example  of  this  trend.  This  issue  also  has  been  discussed  in  relation  to  such 
countries  as  Iraq,  Somalia,  and  Cambodia. 

Project  on  Constitution  Making  as  a  Mechanism  for  National  Construction 
and  Reconciliation:  In  many  countries  making  the  transition  from  civil  war  to 
a  new  government,  one  of  the  first  tasks  is  the  drafting  of  a  new  constitution. 
Projects  undertaken  elsewhere  on  constitutional  development  have  not 
examined  constitution  making  as  a  peacemaking  process.  Through 
commissioned  papers  and  the  convening  of  an  inter-disciplinary  study  group, 
the  project  will  explore  how  constitution  making  can  become  a  process  of 
national  dialogue  for  competing  perspectives  and  claims  within  the  post-war 
society,  with  special  attention  to  the  particular  elements  of  a  constitution  that 
are  intended  to  address  directly  issues  of  conflict  management.  The  project 
will  include  participation  by  several  individuals  involved  in  developing  their 
own  countries'  constitutions  in  such  transitional  circumstances.  A  series  of 
study  group  sessions  is  planned  for  fiscal  year  1994  with  a  project  report  and 
collection  of  essays  to  be  published  in  fiscal  year  1995. 

International  Sources  for  Rule  of  Law  Principles:  While  the  term  "rule  of  law" 
is  widely  used  in  discussions  about  the  future  of  international  conflict,  there 
continues  to  be  a  considerable  range  of  views  on  what  the  concept  includes. 
To  help  establish  a  commonly  accepted  definition  of  the  term  and  thereby  to 
help  build  an  intellectual  bridge  between  government  officials  and  other 
practitioners  on  the  one  hand  and  philosophers  and  academics  on  the  other, 
the  Institute  is  exploring  how  elements  of  the  rule  of  law  are  expressed 
through  various  international  instruments  and  other  sources  of  international 
law.  A  monograph  on  this  topic  is  projected  for  fiscal  year  1995. 

Country  and  Regional  Projects 

Regional  Directories:  Recognizing  that  numerous  American  organizations  are 
now  involved  in  activities  related  to  the  rule  of  law  in  various  parts  of  the 
world,  the  Institute  has  sought  to  help  inform  them  and  their  potential 
beneficiaries  abroad  about  each  organization's  activities  through  the 
publication  of  information  directories.  In  each  case,  these  directories  are 
distributed  in  the  United  States  and,  with  the  assistance  of  the  United  States 
Information  Agency,  in  the  respective  regions,  with  the  intention  of  having  a 
significant  multiplier  effect  by  facilitating  linkages  between  the  American 
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programs  and  those  involved  in  the  development  of  the  rule  of  law 
elsewhere. 

In  fiscal  year  1991,  the  Institute  commissioned  Democracy's  Dawn:  A  Directory 
of  American  Initiatives  on  Constitutionalism,  Democracy,  and  the  Rule  of  Law  in 
Central  and  Eastern  Europe,  prepared  by  Prof.  A.  E.  Dick  Howard  of  the 
University  of  Virginia  Law  School.  The  Institute  distributed  2,000  copies  free 
of  charge  in  the  United  States  and  in  Eastern  and  Central  Europe,  where  it 
was  enthusiastically  received.  In  fiscal  year  1993,  the  Institute  published  A 
Directory  of  U.S.  Resources  on  the  Rule  of  Law  for  the  Independent  States  of  the 
Former  Soviet  Union.  3,500  copies  of  this  volume  are  being  distributed  in  the 
fifteen  countries  of  that  region  in  fiscal  years  1993  and  1994.  The  Institute  is 
planning  a  third  directory,  on  American  programs  and  resources  to  advance 
the  rule  of  law  in  Africa  for  publication  in  fiscal  year  1995. 

Country  Reports:  The  Institute  is  examining  factors  relating  to  the  rule  of  law 
in  selected  countries  for  use  by  policy  analysts,  government  officials,  and 
others  in  those  nations  and  elsewhere.  A  combination  of  legal  and  country 
specialists  are  writing  these  historically  grounded  analyses  on  the  basis  of 
research  and  field  work.  In  fiscal  year  1994,  the  Institute  plans  to  publish  a 
report  on  Bulgaria  and  a  series  of  working  papers  on  Ethiopia.  In  fiscal  year 
1995,  the  Institute  expects  to  commission  and  publish  a  report  on 
developments  related  to  the  rule  of  law  in  a  third  country.  Cambodia  is  being 
considered  for  this  study. 

The  CSCE  Process:  The  meetings  of  the  Conference  on  Security  and 
Cooperation  in  Europe  (CSCE)  have  done  much  to  shape  the  world's 
understanding  of  issues  related  to  the  rule  of  law.  In  response  to  a  request 
from  John  Kornblum,  U.S.  ambassador  to  the  CSCE,  the  Institute  convened  a 
one-day  "Roundtable  on  the  New  European  Order:  The  Role  of  CSCE  and  the 
Rule  of  Law"  to  elicit  ideas  in  advance  of  the  CSCE  Follow-Up  Meeting  which 
took  place  from  March-July,  1992  in  Helsinki,  Finland.  Another  roundtable 
discussion,  in  October  1993,  focused  on  proposals  to  create  new  CSCE 
mechanisms  for  the  peaceful  settlement  of  disputes.  These  round  tables  were 
chaired  by  Institute  board  member  Ambassador  Max  Kampelman. 
Participants  have  included  U.S.  government  officials,  members  of  the 
European  diplomatic  corps,  representatives  of  the  Council  of  Europe,  and 
selected  academics  and  members  of  the  policy  community.  The  Institute  will 
continue  to  convene  this  CSCE  roundtable  on  a  periodic  basis  during  fiscal 
years  1994  and  1995. 

Grants  and  Fellowships 

A  number  of  Institute  grants  and  fellowships  address  rule  of  law  questions 
directly  or  indirectly  under  such  topics  as  human  rights,  democratization, 
self-determination,  and  the  role  of  international  or  regional  organizations. 


45 


1027 


Examples  of  recent  grantees  in  this  field  include  the  following:  the  World 
Conference  on  Religion  and  Peace,  to  support  a  task  force  on  ethical  and  legal 
issues  in  the  use  of  force  in  humanitarian  assistance;  the  University  of  Illinois, 
for  an  international  symposium  to  examine,  among  other  issues,  legal  aspects 
of  water  resources  in  the  Middle  East;  Margaret  Popkin,  for  a  study  on 
judicial  reform  in  El  Salvador  in  the  context  of  the  peace  accord;  and  the 
American  Bar  Association  Fund  for  Justice  and  Education,  for  an  analysis  of 
contributions  by  the  American  legal  community  to  transnational  proliferation 
deterrence  regimes.  During  fiscal  year  1994,  various  Jennings  Randolph 
Peace  Fellows  also  address  rule  of  law  issues  within  their  research  projects. 
As  one  example,  Hendrick  van  der  Merwe  of  the  Center  for  Intergroup 
Studies  in  South  Africa  is  exploring  questions  of  restitution  and  the  pursuit  of 
justice  and  peace  in  the  new  South  Africa. 
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RELIGION,  ETHICS,  AND  HUMAN  RIGHTS 

(in  thousands  of  dollars) 


By  Activity 


1993                 1994              1995 
Actual            Estimate         Estimate 

Net  Change 
'94-*95 

TOTAL 

228                  257                201 

-56 

By  Object  Classification 

1993                        1994                      1995 
Actual               Rstipiati*                 Estimate 
FTE  Amount        FTE  Amount        FTE   Amount 

Net  Change 

'94- '95 
FTE  Amount 

Personnel 
Full  Time 

2.00 

108 

2.00 

113 

2.00 

118 

+5 

Benefits 
Total 

2JM 

22 
13_0_ 

2.00 

24 
137 

2.00 

25 
J42 

+  1 

=2          _J* 

Travel 

Invitational 

Staff 

Total 

42 

13 

_55 

43 

7 

_5fl 

23 

7 

_2fl 

-20 
^20. 

Office  Rent 

21 

15 

15 

— 

Postage 

2 

2 

4 

+2 

Printing 

5 

20 

3 

-17 

Other  Services 

15 

23 

6 

-17 

Fum.  &  Equip. 

— 

_1Q 

— 

-zlQ. 

Total    Other 

43 

70 

28 

-42 

TOTAL 

2.00 

228 

2.00 

257 

2.00 

201 

--       -56 
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RELIGION,  ETHICS,  AND  HUMAN  RIGHTS 

Program  Overview 

The  program  on  Religion,  Ethics  and  Human  Rights  includes  research  projects,  conferences, 
and  outreach  to  individuals,  organizations  and  agencies  concerned  with  these  subjects. 
Program  activities  also  include  representation  of  the  Institute  at  conferences,  in  educational 
settings  and  at  other  related  activities  devoted  to  religion,  human  rights  and  ethics.  The 
research  and  writing  underscores  and  elaborates  on  the  significance  of  these  subjects  for 
international  peace  and  security. 

Activities  Through  Fiscal  Year  1995 

Working  Group  on  Religion,  Ideology  and  Peace 

The  program's  main  focus  is  on  a  Working  Group  on  Religion,  Ideology,  and 
Peace.  This  Working  Group  examines  religion  and  ideology  and,  in 
particular,  intolerance  and  discrimination  as  sources  of  international  conflict. 
The  project  recognizes  the  increasing  interaction  of  religion  and  politics,  as 
well  as  the  relation  between  ideology,  nationalism  and  other  cultural  forces 
that  are  inseparable  from  religion.  Particular  interest  is  paid  to  the  manner  in 
which  various  belief  systems  motivate  action  and  warrant  certain  behavior 
and  policies.  Special  attention  is  given  to  the  prospects  for  ameliorating 
religious  and  ideological  conflict  through  the  elimination  of  religious 
intolerance.  The  U.N.  Declaration  Against  Intolerance  provides  a  point  of 
reference  from  which  to  review  the  cases. 

The  cases  being  considered  are  Ukraine,  Sri  Lanka,  Lebanon,  Sudan,  Nigeria, 
Tibet,  and  Israel,  which  were  chosen  in  order  to  exemplify  different  cultural 
and  belief  traditions,  various  geographical  and  political  settings,  and  diverse 
types  of  intolerance.  Conferences  on  the  first  six  cases  have  already  been 
held,  the  most  recent  being  the  conference  on  Tibet  in  September  1993.  A 
conference  on  Israel  and  one  concluding  conference  are  scheduled  for  fiscal 
years  1994  and  1995. 

The  findings  in  regard  to  each  country  are  being  summarized,  respectively,  in 
a  series  of  reports  written  by  the  program's  Senior  Scholar.  The  reports  on 
Ukraine  and  Sri  Lanka  have  gone  to  press;  the  reports  on  Sudan  and  Tibet  are 
now  being  prepared,  and  those  on  Lebanon  and  Nigeria  are  planned. 

Future  work  in  the  program  will  highlight  and  publicize  peace-building 
efforts  by  religious  and  other  relevant  groups.  This  would  involve  forming  a 
second  working  group  to  study  attempts  by  various  religious  communities  to 
implement  pluralism,  increase  conditions  of  tolerance,  and  participate  in  the 
resolution  of  conflict. 


48 


1030 


Institute  Conferences  on  Religious  Attitudes 

In  March  1992,  the  Institute  held  a  conference  of  Christian,  Jewish,  and 
Muslim  religious  leaders  to  discuss  religious  attitudes  toward  war  and  peace 
in  light  of  the  Gulf  War.  The  conference  focused  particular  attention  upon 
different  interpretations  of  the  application  of  traditional  just  war  doctrine.  A 
follow-up  conference  examining  religious  perspectives  on  non-violence  was 
held  in  July  1993,  again  bringing  together  representatives  of  the  three 
religious  communities  for  an  inter-faith  discussion  of  peaceful  alternatives  to 
violent  conflict.  A  report  on  the  first  conference,  Religions  Perspectives  on  War: 
Christian,  Muslim,  and  Jewish  Attitudes  toward  Force  after  the  Gulf  War,  has  been 
published,  and  a  corresponding  report  on  the  second  conference  is  being 
prepared. 

Workshops  on  Enforcement  of  Human  Rights 

The  Institute  plans  to  hold  workshops  to  examine  the  challenges  to  U.S. 
policy  makers  of  encouraging  adherence  to  international  standards  of  human 
rights.  Against  the  background  of  the  current  debate  over  China  and  the 
possible  withdrawal  of  Most  Favored  Nation  (MFN)  trading  status,  the 
working  group  will  examine  alternative  instrumentalities  or  policy  options 
for  encouraging  observance  of  human  rights  as  a  fundamental  element  in  U.S. 
foreign  policy.  The  discussion  will  analyze  past  human  rights  policies  and 
seek  to  learn  from  previous  experiences  about  how  these  may  or  may  not 
relate  to  present  situations. 

Outreach  and  Participation  in  Other  Conferences 

Other  activities  involve  the  Senior  Scholar's  regular  participation  in  programs 
on  international  peace  and  justice  at  academic  and  other  conferences.  He 
gives  lectures  and  talks  to  public  groups,  writes  articles  on  related  subjects 
and  is  responsible  for  developing  the  Institute's  relationship  with  religious 
leaders  concerned  with  peace. 

Related  Grants  and  Fellowships 

A  number  of  Institute  grants  and  fellowship  projects  also  contribute  to  the 
Institute's  work  on  religion,  ethics  and  human  rights.  A  grant  to  the  Carter 
Center  at  Emory  University  supported  a  colloquium  of  human  rights 
specialists  in  preparation  for  the  United  Nations  World  Conference  on 
Human  Rights  in  June  1993.  This  colloquium  was  organized  at  the  request  of 
the  UN  Under-Secretary  General  for  Human  Rights.  Another  grant  went  to 
Washington  University  in  St.  Louis  to  conduct  a  comparative  study  of  the 
quietist  and  pacifist  elements  in  Judaism,  Christianity,  and  Islam,  and  to  give 
consideration  to  the  constitutional  and  political  structures  by  which  citizens' 
religious  objections  to  the  use  of  coercive  force  are  handled. 
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Other  grants  include  a  1993  grant  to  the  World  Conference  on  Religion  and 
Peace  to  support  the  development  of  ethical  and  legal  criteria  for  UN  policy 
on  the  use  of  force  in  the  delivery  of  humanitarian  assistance,  and  two  grants 
given  to  provide  teaching  material  on  the  relationship  between  human  rights 
and  international  peace.  Finally,  the  work  of  several  (1993-1994)  Jennings 
Randolph  fellows  is  relevant  Joyce  Davis  is  doing  research  for  a  book  that  is 
tentatively  entitled  "Profiles  on  Islam."  Through  interviews  with  key  Islamic 
intellectuals,  of  various  persuasions,  she  attempts  to  identify  common  ground 
between  the  West  and  Islam.  Shaul  Bakhash  is  writing  a  book  on  the 
interaction  of  religion  and  politics  in  Iran. 
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VD.     JUSTIFICATION  BY  PROGRAM  —  OTHER  CORE  PROGRAMS 
AND  DEPARTMENTS 


GRANT  PROGRAM 

(in  thousands  of  dollars) 


I 


] 

By  Activity 

1993 

Actual 

1994 
Estimate 

1995 

Estimate 

Net  Change 
'94- '95 

TOTAL:   Grant 

Program 

3420 

3569 

3297 

- 

299 

By  Object  Classification 

1993 

Actual 

FTE  Amount 

1994 

Estimate 
FTE  Amount 

1995 

F.srimqte 
FTE   Amount 

Net  Change 

•94-'95 
FTE  Amount 

Personnel 
Full  Time 
Other 

5.00 
0.02 
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18 

4.59 
0.37 

239 

23 

5.00 
0.07 

252 
10 

+0.41 
-0.30 

+13 
-13 

Benefits 
Total 

S.02 

66 

337 

4.96 

62 
224 

5.07 

67 
329 

-0.11 

+5 

±1 
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Staff 

Total 

24 
3 

24 

3 

_2Z 

24 

3 

_22 
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Office  Rent 

50 

44 

42 

-2 

Postage 

7 

8 

10 

+2 

Printing 

17 

36 

14 

-22 

Other  Services 

23 

22 

22 

— 

Supplies 

1 

1 

1 

— 

Fum.  &  Equip. 

— 

10 

— 

-10 

Grants* 

2958 

3124 

2852 

-272 

Total  other 

3056 

3245 

2941 

-304 

TOTAL 

5.02 

3420 

4.96 

3596 

5.07 

3297 

-0.11 

•299 

•Combines  granis  for  (i)  research  and  studies,  (ii)  education  and  training,  (iii)  information  services 
(including  the  Library  Program),  and  (iv)  Special  Middle  East  Program. 
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VII.     JUSTIFICATION  BY  PROGRAM  —  OTHER  CORE  PROGRAMS 
AND  DEPARTMENTS 


GRANT  PROGRAM 


Program  Overview 


The  Grant  Program  supports  research,  education,  training,  and  dissemination  of  information 
through  financial  support  to  nonprofit  organizations  (including  private  colleges  and 
universities),  official  public  institutions,  and  individuals.  The  program  serves  all  of  the 
Institute's  basic  purposes — research  to  expand  society's  knowledge,  specialized  support  and 
training  for  the  work  of  diplomats  and  other  professionals,  enrichment  of  curricula  at  both 
university  and  high  school  levels,  and  better  informing  the  public  at  large.  It  was  the  first 
Institute  program  launched  and  continues  as  the  largest  Using  both  unsolicited  and  solicited 
grants,  it  covers  the  widest  range  of  subject  matter  and  contributes  to  expanding  the 
Institute's  network  of  institutional  relationships  with  universities  and  other  academic, 
research,  educational,  and  library  organizations  throughout  the  United  States  and  abroad.  It 
provides  support  to  the  Institute's  various  program  areas,  for  example,  by  making  awards  in 
the  areas  of  special  initiatives  (such  as  the  Middle  East  and  Rule  of  Law,  and  of  core 
programs,  such  as  the  library). 

Activities  Through  Fiscal  Year  1995 


GRANT  PROGRAM  AWARDS 

Obligations  and  Commitments 

FY  1992-FY  1995» 

(SOOCs) 


FY  1992- 


FY  1993- 
Actual 


FY  1994- 
Estimate 


FY  1995 
Estimate 


Category 

Uns. 

Sol. 

Total 

Uns. 

SoL 

Total 

Uns. 

Sol. 

Total 

Uns. 

SoL 

Total 

Research  &  Studies 

Unsolicited 

1361 

— 

1361 

1480 

— 

1480 

1280 

— 

1230 

1130 



1130 

Solicited 

— 

1287 

1287 

— 

383 

383 

— 

850 

850 

— 

600 

600 

Subtotal 

1361 

1287 

2648 

1480 

383 

1863 

1280 

850 

2130 

1130 

600 

1730 

Education  &  Training 

Unsolicited 

607 

— 

607 

587 

— 

587 

794 

— 

794 

572 



572 

Solicited 

— 

96 

96 

— 

460 

460 

— 

— 

— 

— 

500 

500 

Subtotal 

607 

96 

703 

587 

460 

1047 

794 

— 

794 

572 

500 

1072 

Library  &  Information 

Services 

Unsolicited 

60 

— 

60 

48 

— 

48 

50 



50 

50 



50 

Solicited 

— 

25 

25 

— 

— 

— 

— 

150 

150 





Subtotal 

60 

25 

85 

48 

— 

48 

50 

150 

200 

50 

— 

50 

TOTAL 

2028 

1408 

3436 

2115 

843 

2958 

2124 

1000 

3124 

1752 

1100 

2852 

•Does  not  include  staff  and  related  costs  of  program  operation. 
—Figures  for  each  fiscal  year  include  amounts  committed  in  the  previous  year  as  follows: 
FY  1992  -  $225,000;  FY  1993  -  $135,000;  FY  1994  -  $214,000 
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Numbers  and  Amounts  of  Grants  Awarded 

From  the  beginning  of  the  Grant  Program  in  1986  through  fiscal  year  1993,  the 
Institute  received  a  total  of  2874  applications  for  a  total  funding  request  of 
over  $167,000,000;  it  approved  607  grant  awards  (solicited  and  unsolicited)  for 
a  total  funding  of  about  $17,500,000. 

From  fiscal  year  1988  through  fiscal  year  1991,  with  the  exception  of  fiscal 
year  1989,  the  level  of  total  grant  stipends  averaged  about  $2,200,000.  In  fiscal 
year  1992,  with  increased  funding  available,  the  Institute  funded  more  and 
larger  projects  on  such  pressing  issues  as  arms  control,  ethnic  conflict, 
collective  security,  preventive  diplomacy,  and  conflict  management  and 
conflict  resolution  training  in  the  Middle  East,  Eastern  Europe,  the  former 
Soviet  Union,  Latin  America  and  Africa.  Consequently,  in  fiscal  year  1992 
total  grant  stipends  increased  to  about  $3,400,000.  For  the  period  from  fiscal 
year  1993  through  fiscal  year  1995,  the  Institute  expects  to  maintain  the 
annual  level  of  grant  stipends  for  its  regular  programs  within  an  average 
range  of  $2,900,000  to  $3,100,000  (recognizing  that  final  amounts  will  vary 
depending  on  the  number  and  quality  of  applications). 

Unsolicited  Grants 

When  launched  in  1986,  the  Grant  Program  initially  used  only  unsolicited 
grants  and  processed  applications  on  a  first-come,  first-served  basis.  To 
increase  the  efficiency  of  the  review  process,  in  1989  the  Institute  adopted  an 
unsolicited  grant  schedule  that  included  three  separate  review  cycles  per 
year.  Under  modified  review  procedures,  that  include  panel  review  by 
outside  experts  and  a  stronger  emphasis  on  solicited  grants,  the  Institute's 
schedule  now  includes  two  unsolicited  grant  cycles  per  year. 

Solicited  Grants 

In  1988,  the  Institute  inaugurated  a  Solicited  Grants  component  to  its  Grant 
Program  that  allows  it  to  define  more  sharply  in  advance  a  portion  of  the 
grant-funded  work  to  be  supported.  To  date,  six  such  competitions  have  been 
held  on  topics  as  follows: 

Fiscal  year  1988  —  five  topics:  (1)  The  Role  of  Deterrence  in  Avoiding  War;  (2) 
Comparative  Study  of  Armed  Conflicts  in  the  Third  World;  (3)  Teaching  Public 
Understanding  of  the  Geneva  Conventions;  (4)  The  Relationship  Between  Different  Types 
of  Domestic  Regimes  and  the  Aggressive  Use  of  Force  Internationally;  and  (5)  Religion, 
Peace,  and  War. 

Fiscal  year  1989  -  one  topic:  Mitigation  or  Resolution  of  Regional  Conflict:  Lessons  for 
Negotiators  and  Policymakers.  Applicants  submitted  proposals  for  projects  applying  the 
case-study  approach  to  examine  events— primarily  in  the  post-World  War  II  period— that 
provided  insights  for  the  mitigation  or  resolution  of  contemporary  or  future  international 
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conflicts,  as  well  as  lessons  on  pitfalls  to  be  avoided  by  future  negotiators  and 
policymakers. 

Fiscal  year  1990  -  two  topics:  Prospects  for  Peace  in  Central  and  Eastern  Europe;  and  (2) 
War,  Peace,  and  Conflict  Resolution  in  Latin  America  and  the  Caribbean.  Proposals  on 
Eastern  and  Central  Europe  examined  the  implications  for  peace  and  security  of  political 
and  economic  changes  sweeping  through  the  region  (Poland,  the  former  East  Germany, 
Czechoslovakia,  Hungary,  Yugoslavia,  Romania,  Bulgaria,  and  Albania).  Proposals  on 
Latin  America  and  the  Caribbean  addressed  the  problems  threatening  advances  made  in 
democratic  governance  during  the  last  decade  and  undermining  longer  term  peace  and 
stability  in  the  region.  Topics  of  special  interest  included:  (a)  civil-military  relations;  (b) 
drug  trafficking  and  narco-terrorism;  (c)  administration  of  justice  and  the  rule  of  law;  and 
(d)  international  political  economy  and  regional  security. 

Fiscal  year  1991  -  two  topics:  (1)  Conflict  Resolution  in  Latin  America;  (2)  education 
materials  and  training  programs  for  secondary  school  teachers  in  international  peace, 
conflict  resolution,  human  rights  and  security  studies. 

Fiscal  year  1992  -  three  topics:  (1)  the  Middle  East;  (2)  arms  control;  and  (3)  ethnicity  and 
conflict: 

•Proposals  on  the  Middle  East  addressed  (a)  the  likely  future  course  of 
political/social  dynamics  in  the  Arab  world  and  in  major  Arab  countries;  (b)  ways  to 
enhance  prospects  for  a  peaceful  settlement  of  the  Arab-Israeli  conflict;  (c)  potential 
and  prospects  for  increased  Turkish  influence  in  Middle  East  political  and  economic 
affairs,  including  Arab-Israeli  relations;  and  (d)  long-range  security  requirements  in 
the  Persian  Gulf  region,  including  the  roles  of  Iran,  Saudi  Arabia,  and  other  regional 
actors. 

•On  arms  control,  proposals  examined  (a)  export  control  administration  and  supplier 
cooperation  in  limiting  weapons  proliferation;  (b)  regional  arms  control;  and  (c) 
international  arms  control. 

•Projects  on  ethnicity  and  conflict  investigated  (a)  recurrent  sources  and  patterns  of 
violent  ethnic  conflict  and  effective  steps  that  may  be  taken  to  ameliorate  such 
conflict;  (b)  the  theoretical  and  practical  meaning  of  self-determination;  and  (c) 
alternative  legal  approaches  and  systems  of  governance. 

Fiscal  year  1993  -  three  topics: 

•Africa:  (a)  the  relationship  between  democratization  and  peacebuilding;  (b)  the  role 
of  regional  institutions  in  maintaining  peace;  and  (c)  civil-military  relations. 

•  Middle  East:  (a)  the  regional  impact  of  Kurdish  political  and  political-military 
activities  within  and  between  Iraq,  Turkey,  Syria,  and  Iran;  (b)  Iranian  and  Turkish 
involvement  in  the  Armenia-Azerbaijan  confrontation  and  their  competition  for 
influence  in  Central  Asia;  and  (c)  the  effect  of  Iranian-Syrian  relationships  upon 
Israeli-Arab  relations  and  the  peace  process. 

•Conflict  Resolution  Training:  (a)  "track  two"  or  other  efforts  in  informal  diplomacy 
and  dispute  resolution;  (b)  training  in  conflict  management  and  resolution 
techniques;  and  (c)  the  development  of  indigenous  institutional  capabilities  to  carry 
out  such  skills  training. 
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In  fiscal  year  1994,  the  solicited  component  has  invited  research  proposals  on 
the  following  three  topics:  (1)  Early  Warning  and  Preventive  Diplomacy;  (2) 
Peace  and  Security  in  East  and  Southeast  Asia;  and  (3)  Public  Library  Reading 
and  Discussion  Programs. 

•The  first  solicitation  seeks  to  answer  such  questions  as:  (a)  What  are  the  early 
warning  signs  of  violent  and  escalating  conflict  that  may  result  in  intervention  by  the 
international  community?  (b)  How  can  sustained  attention  to  particular  crises  be 
generated  by  governments,  regional  organizations,  or  the  United  Nations  to 
emphasize  that  preventive  or  early  action  is  less  costly  than  military  intervention?  (c) 
What  forms  of  intervention  are  available  for  early  action  to  address  a  specific  crisis 
and  prevent  further  deterioration? 

•The  second  solicitation  concentrates  on  such  issues  as  arms  control  and  threat 
reduction  in  East  Asia;  the  role  of  regional  institutions  such  as  ASEAN  in 
maintaining  peace;  approaches  to  peacefully  resolving  the  dispute  between  Japan 
and  Russia  over  the  four  Kurile  Islands  and  China's  claim  to  the  Senkaku  and  Spratly 
Islands  and  other  areas  under  dispute  in  the  East  and  South  China  Seas;  and  the 
relationship  between  democratization,  economic  development,  and  social  conflict  in 
the  region. 

•The  library  solicitation  invites  proposals  for  programming  in  public  libraries  that 
bring  together  scholars  and  adult  lay  audiences  to  focus  on  the  problems  of 
managing  international  conflict  through  peaceful  means  in  order  to  build  greater 
citizen  understanding  of  the  complexities  of  peacemaking  and  peacebuilding.  The 
heart  of  the  program  will  be  interactive,  scholar-led  discussions,  using  respected, 
currently  available  books. 

For  fiscal  year  1995,  the  Institute  will  select  during  next  summer  one  or  more 
topics  for  solicited  grants.  Solicited  grant  topics  under  consideration  for  fiscal 
year  1995  include:  (1)  an  examination  of  the  relationship  between 
environmental  issues  and  international  conflict;  (2)  migration,  peace  and 
stability;  (3)  threats  posed  to  peace  and  security  by  narcotics,  terrorism  and 
crime;  and  (4)  practitioner  training  in  cross-cultural  negotiations.  Depending 
on  the  outcome  of  its  1994  solicitation,  the  Institute  may  continue  to  focus  on 
issues  of  peace  and  conflict  resolution  in  East  and  Southeast  Asia,  and  on 
public  education  through  library  reading  and  discussion  programs. 

Grant  Products 

In  the  area  of  research  and  policy  analysis,  Institute  grants  have  supported 
the  production  of  over  fifty  books  and  60  book-length  manuscripts  published 
by  or  under  contract  to  such  distinguished  academic  and  commercial  presses 
as  Harvard,  Princeton,  Oxford,  Syracuse,  Lexington,  and  Praeger.  Over  100 
articles  have  been  published  in  professional  journals  including,  Foreign 
Affairs,  The  Journal  of  Conflict  Resolution,  World  Politics,  Orbis,  Middle  East 
Journal,  Strategic  Review,  The  American  Political  Science  Review,  The  Bulletin  of 
Atomic  Scientists,  and  Policy  Studies.  Institute  grantees  have  presented  their 
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findings  in  such  newspapers  as  the  Christian  Science  Monitor,  Washington  Post, 
Wall  Street  Journal,  and  Los  Angeles  Times,  as  well  as  before  committees  of 
Congress  and  on  the  Voice  of  America. 

Institute-funded  education  projects  have  produced  videos  and  study  guides, 
simulations,  and  other  curriculum  materials  for  classroom  enrichment. 
Additionally,  seminars  and  workshops  for  teachers,  training  programs  for 
practitioners,  and  radio,  television,  and  lecture  programs  for  the  general 
public  have  also  been  produced  with  Institute  grants.  Grants  have  also 
resulted  in  the  development  of  resource  guides  (e.g.,  to  peace  research  in 
Western  Europe,  to  foundations  active  in  peace,  security,  and  international 
relations,  and  to  nongovernmental  organizations  in  peace,  security,  and 
world  affairs)  and  helped  to  augment  library  holdings  and  services  in  such 
fields  as  diplomatic  history,  international  law,  peace,  security  and  conflict 
resolution. 
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Jennings  Randolph  fellowship  Program 

(in  thousands  of  dollars) 


By  Activity 


1993                1994  1995     Net  Change 

Actta) Estimate Estimate  ,94-95 


TOTAL:    Fellowship  Program       2126 


1892 


188S 


-7 


By  Object  Classification 


1993 

Actual 

FTE  Amount 

1994 
Estimate 
FTE  Amount 

1995 
Estimate 

FTE   Amount 

Net  Change 

'94-'95 
FTE  Amount 

Personnel 
Full  Time 
Other 

6.00 
0.90 

277 
39 

4.41 
0.29 

214 
10 

4.00 
0.03 

200 

2 

-0.41 
-0.26 

-14 
-8 

Benefits 
Total 

6t?Q 

75 
391 

4.7Q 

60 
284 

4*43. 

55 
121 

-0.67 

-5 
z21 

Travel 

Invitational 

Board 

Staff 

Fellows 

Total 

65 

2 

8 

123 

198 

55 
2 
8 

73 
138 

40 
2 
8 

77 
127 

-15 

+4 

Rent 

212 

143 

147 

+4 

Postage 

7 

9 

11 

+2 

Printing 

66 

66 

67 

+1 

Other  Services 

268 

280 

275 

-5 

Supplies 

3 

3 

3 

— 

Furn.  &  Equip. 

38 

28 

18 

-10 

Fellowships  (stipends) 

943 

941 

980 

±23. 

Total    Other 

1537 

1470 

1501 

+31 

TOTAL 

6,?Q 

2126 

4.70 

1892 

4.03 

1885 

-0.67 

■7 
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JENNINGS  RANDOLPH  FELLOWSHIP  PROGRAM 
Program  Overview 

The  Jennings  Randolph  Fellowship  Program  provides  fellowships  and  other  forms  of  support 
to  enable  outstanding  men  and  women  scholars,  diplomats,  other  professionals  and 
university  doctoral  students  to  conduct  research  and  education  projects  focused  on  the  nature 
of  international  conflict  and  methods  for  achieving  peace.  The  Institute  has  provided  four 
types  of  awards: 

•  Distinguished  Fellows  are  eminent  scholars  and  practitioners  with  careers  marked  by 
extraordinary  achievement. 

•  Peace  Fellows  are  persons  in  varied  careers  who  show  substantial  accomplishment 
and/or  promise  of  future  leadership.  Fellows  in  these  categories  generally  work  in 
residence  at  the  Institute's  offices  on  projects  lasting  a  year. 

•  Visiting  Fellows  may  fall  in  either  the  distinguished  or  peace  fellow  category  and 
carry  out  projects  at  the  Institute  for  shorter  periods. 

•  Peace  Scholars  are  outstanding  students  in  American  university  doctoral  programs 
who  are  undertaking  dissertation  research  that  advances  the  state  of  knowledge 
about  international  peace  and  conflict  management.  Peace  Scholars  are  based  at  their 
universities. 

Recipients  are  selected  through  an  annual,  widely  publicized  international  competition, 
whose  selection  process  begins  each  October  and  ends  the  following  April.  Recipients 
typically  begin  their  fellowships  in  September. 

Activities  Through  Fiscal  Year  1995 

NUMBER  OF  FELLOWSHIP  AWARDS 
FY  1987-FY  1995 


FY 
1987 

FY 
1988 

FY 
1989 

FY 
1990 

FY 

1991 

FY 
1992 

FY 
1993 

Total 

to 
date 

FY 
1994 
Est. 

FY 
1995 
Est. 

Distinguished 
Fellows 

8 

3 

3 

2 

3 

3 

2 

24 

2 

2 

Visiting  Fellows 

- 

- 

- 

1 

3 

3 

2 

9 

2 

2 

Peace  Fellows 

- 

8 

7 

8 

7 

10 

10 

50 

9 

9 

Subtotal 

8 

11 

10 

11 

13 

16 

14 

83 

13 

13 

Peace  Scholars 

- 

10 

12 

9 

10 

8 

12 

61 

10 

10 

TOTAL 

8 

21 

22 

20 

23 

24 

26 

144 

23 

23 
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Numbers  of  Fellows 

In  fiscal  year  1987,  the  Institute  initiated  the  Jennings  Randolph  Fellowship 
program  by  the  appointment  of  eight  Distinguished  Fellows,  three  of  whom 
were  in  residence  at  the  Institute.  Through  fiscal  year  1993,  the  Institute  had 
appointed  a  total  of  24  Distinguished  Fellows,  50  Peace  Fellows,  9  Visiting 
Fellows,  and  61  Peace  Scholars,  for  a  total  of  144  fellowship  recipients.  In 
fiscal  years  1988-1992  the  number  of  new  Distinguished,  Visiting,  and  Peace 
Fellows  averaged  almost  13  per  year,  most  of  whom  were  in  residence  for  one 
year.  Peace  Scholars  averaged  10  per  year.  The  ratio  of  fellowship  applicants 
to  recipients  has  averaged  about  10  to  one.  In  the  competition  for  1993-94 
fellowships,  however,  it  rose  to  almost  15  to  one.  For  fiscal  year  1994  and 
1995,  the  Institute  plans  include  13  residential  Distinguished,  Peace,  and 
Visiting  Fellows  and  10  Peace  Scholars  for  each  year. 

Program's  Evolution  to  Date 

In  each  year  since  the  program  began,  elements  have  been  added  to  improve 
the  quality,  range,  productivity,  marketing,  and  impact  of  the  fellows'  work. 
These  improvements  have  to  do  with  the  selection  process,  fellows' 
orientation  and  support,  fellows'  projects  and  products,  collegial  activities 
and  synergism,  and  educational  and  public  outreach  efforts. 

•In  program  year  1988-89,  the  main  effort  was  given  to  publicizing  the  program  widely 
and  establishing  a  thorough,  professional  selection  process,  so  that  the  best  candidates 
could  be  recruited.  In  each  subsequent  program  year,  publicity  expansion  and  better 
targeting  have  enabled  the  program  to  reach  an  increasingly  broad  and  diverse  range  of 
applicants.  This  has  helped  to  fill  gaps  by  attracting  applicants  who  would  work  on 
problems  or  regions  of  the  world  for  which  relatively  fewer  applications  had  been 
received  in  previous  years  (e.g.,  Eastern  and  Western  Europe,  Latin  America,  Asia)  and 
who  come  from  practitioner  or  professional  backgrounds  (e.g.,  working  journalists,  staff 
and  officials  of  international  nongovernmental  organizations,  and  citizens'  groups). 

•Another  element  added  in  1988-89  was  an  infrastructure  of  library,  research  assistance, 
and  other  support  services.  In  1992,  the  program  established  a  relationship  with  a  local 
consortium  of  universities,  which  annually  supplies  part-time  graduate  students  to  act  as 
fellows'  research  and  project  associates.  This  not  only  helps  support  the  students' 
graduate  training  but  also  provides  them  with  a  rich  professional  development 
experience. 

•In  1989,  the  Institute  began  its  publications  program.  In  addition  to  its  role  in 
producing  the  fellows'  finished  products,  the  publications  process  helps  to  define  the  best 
type  of  product  for  communicating  a  particular  fellow's  project  results.  A  range  of 
written  products  has  been  developed,  including  books,  monographs,  reports,  and  short 
products.  These  are  utilized  depending  on  the  nature  of  the  subject  material  and  the 
audience  being  targeted. 

•  Beginning  in  1990-91,  the  program  has  fostered  interdisciplinary  collaboration  and 
cross-fertilization  among  the  fellows  and  research  assistants,  and  sought  to  enhance  their 
personal  and  professional  experience  while  at  the  Institute.  This  is  done  mainly  through 
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various  in-house  collegial  events.  Since  a  number  of  recent  fellows  are  from  abroad,  for 
example,  special  efforts  are  made  to  foster  an  international  community  and  network  of 
individuals,  whose  shared  experience  during  the  fellowship  year  will  be  long 
remembered  as  they  continue  their  separate  careers  in  different  parts  of  the  globe. 

•To  make  the  best  use  of  the  rich  educational  and  informational  resources  represented  by 
the  fellows,  the  Institute  has  organized  a  number  of  external  events  designed  to 
disseminate  the  fellows'  insights  to  policymaker,  professional,  and  public  audiences. 
These  events  tie  together  the  work  of  several  fellows  and  adapt  it  to  various  targeted 
audiences  especially  concerned  with  their  topics.  Such  topics  have  recently  included,  for 
example,  the  control  of  the  production  and  proliferation  of  nuclear,  chemical,  biological, 
and  conventional  arms  in  the  Third  World;  Islamic  fundamentalism;  multilateral 
cooperation  in  Europe  and  Africa;  and  the  sources  of  ethnic  conflicts. 

•Fellows  are  now  also  extensively  involved  in  the  Institute's  more  general  public 
education  and  outreach.  Each  year,  they  make  many  appearances  on  television  and  radio 
and  before  public  and  professional  audiences,  both  in  Washington  and  other 
communities. 

•  During  fiscal  year  1994,  fellows'  work  is  being  closely  integrated  with  other  Institute 
programs.  For  example,  a  fellowship  has  been  awarded  to  Yang  Lee,  Director-General  of 
the  Foreign  Ministry  of  the  Republic  of  Korea,  who  will  participate  in  the  Institute's 
workshop  on  North  Korea  and  contribute  to  additional  Institute  activities  on  issues 
involving  Korea  and  Northeast  Asian  security. 

Fellows'  Topical  Areas 

Until  the  solicitation  for  the  1991-1992  program  year  when  it  highlighted  its 
interest  in  the  Middle  East,  the  Institute  had  not  invited  applications  on 
specified  topics  within  its  mandate.  Since  program  year  1991-92,  however, 
although  fellows  and  projects  are  selected  on  their  individual  merits,  the 
Institute  has  chosen  fellows  with  projects  in  particular  subject  matter  areas. 
In  the  current  program  year  1993-1994  (funded  in  fiscal  year  1993),  the  fellows 
selected  may  be  grouped  into  the  following  topical  clusters: 

Topic  Number  of  Fellows 

Post-civil  war  problems  in  Africa,  Latin  America  and  Asia  5 

Middle  East  and  Political  Islam  3 

The  Future  of  Russia  and  other  new  states  of  the  former  Soviet  Union  2 

U.S.  and  international  policies  toward  ethnic  conflicts  2 

During  program  years  1993-94  (funded  in  fiscal  year  1993)  and  1994-95 
(funded  in  fiscal  year  1994),  the  program  intends  to  continue  encouraging 
applications  in  certain  topical  areas.  Several  key  subjects  were  identified  in 
the  application  materials  for  the  1994-95  program  year.  Applications  were 
invited  on  all  subjects  within  the  Institute's  purview  and  are  being  evaluated 
in  terms  of  their  intrinsic  merits,  but  applicants  are  encouraged  to  consider 
focusing  on  the  following  subjects,  in  particular:  arms  proliferation;  regional 
security  and  multilateral  organizations;  conflict  resolution  techniques; 
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democratic  transitions;  ethnic  nationalism  and  religious  extremism;  and  the 
improvement  of  education  and  knowledge  utilization  in  the  Institute's  fields. 

Fellows'  Products  and  Impacts 

As  a  result  of  the  elements  now  included  in  the  program,  the  fellows  are 
producing  an  increasing  number  of  written  and  other  products  each  year. 
These  cover  a  wide  range  of  subjects  in  conflict  and  peace  and  reach  a  variety 
of  academic,  practitioner  and  generalist  audiences. 

•Fellows  have  published  at  least  nineteen  books,  and  some  ten  books  or  shorter 
monographs  are  being  prepared  for  publication. 

•  Fellows  have  produced  a  large  number  of  policy  reports,  scholarly  journal  articles, 
articles  for  popularized  magazines,  and  op-ed  pieces  in  newspapers. 

•Workshops  and  seminars  on  current  policy  issues  are  organized  for  Washington 
policymakers  and  analysts.  The  topics  of  external  events  have,  for  example,  included  the 
prospects  for  greater  cooperation  and  mutual  confidence-building  between  Russia  and 
Japan  in  North  Asia  through  the  help  of  the  United  States;  the  politicization  of  ethnic 
identities  such  as  has  occurred  in  Bosnia;  the  capacities  of  the  OAU  for  conflict 
management  in  Africa;  and  regional  economic  cooperation  in  the  Horn  of  Africa. 

•  Drawing  together  clusters  of  the  fellows'  individual  projects  into  interdisciplinary 
focuses  has  advanced  researchers'  own  agendas,  helping  to  foster  cross-discipline 
fertilization  and  steer  academic  energies  into  subjects  that  receive  relatively  little 
attention  by  separate  academic  disciplines  and  professions  and  that  may  have  relatively 
more  direct  value  for  both  policymakers'  problems  and  the  concerns  of  U.S.  citizens.  One 
symposium,  for  example,  examined  the  little-understood  post-conflict  processes  whereby 
former  enemies  like  Israel  and  Egypt,  and  France  and  Germany,  have  achieved 
rapprochement  and  closer  friendships  with  each  other.  This  topic  is  pertinent  to  current 
negotiations  between  Israel  and  the  PLO  regarding  the  West  Bank  and  Gaza,  Israeli 
relations  with  Arab  countries  such  as  Syria,  and  between  North  Korea  and  South  Korea. 
Another  fellows'  joint  presentation,  before  an  international  assembly  of  geographers, 
integrated  traditional  security  issues  with  new  ecological  concerns.  A  third  such  panel, 
before  an  association  of  anthropologists,  pursued  the  intersection  of  cultural  and  political 
factors  in  generating  ethnic  conflicts. 

•Many  fellows'  books  have  been  adopted  in  college  and  university  courses,  such  as  in 
international  affairs,  anthropology,  or  area  programs.  They  thus  reach  many 
undergraduate  and  graduate  students  with  the  latest  analyses  of  issues  of  peace  and 
conflict. 

•Often,  fellows  have  direct  personal  contact  with  policymakers  and  have  contributed  to 
their  ability  to  resolve  specific  problems.  A  number  of  fellows  have  personally  met  with 
high-level  VS.,  UN,  and  other  government  officials  to  discuss  the  relevance  of  their  work 
for  specific  policies. 

•Other  impacts  of  the  program  are  the  spin-off,  or  ripple,  effect  that  occurs  when  fellows 
have  obtained  new  professional  positions  or  move  into  new  career  lines  after  completion 
of  their  fellowships.  Many  have  received  awards  or  other  recognition  for  the  excellence 
of  their  work. 
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RESEARCH  AND  STUDIES  PROGRAM 

AND 

SPECIAL  PROGRAMS 

(in  thousands  of  dollars) 


By  Activity 
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1993            1994           19945     Net  Change 
Artnai     Rqimate Estimate '94- '95 
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By  Object  Classification 
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■94-'95 
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Full  Time 
Other 
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14 

6.84 
0.07 

441 
10 
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10 
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6_12 
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Travel 
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Board 
Staff 
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5 
6 
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6 

21 

152 
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6 

16 
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+3 

-5 
^2 

Office  Rent 

60 

59 

56 

-3 

Other  Rent 

21 

10 

— 

-10 

Postage 

4 

9 

9 

— 

Printing 

39 

53 

66 

+13 

Other  Services 

61 
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116 

-47 

Fum.&  Equip. 

„-.. 

10 

■  ■■■ 

-10 

Total  Other 
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247 

-57 
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4.80 
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RESEARCH  AND  STUDIES  PROGRAM 
AND  SPECIAL  PROGRAMS 

Overview 

For  fiscal  years  1994  and  1995,  the  Research  and  Studies  Programs  and  Special  Programs 
includes  in-house  research  and  other  activities  on  humanitarian  and  political  intervention, 
preventive  diplomacy,  Africa,  Latin  America,  the  Balkans,  and  the  former  Soviet  Union.  In 
past  years  the  Institute's  Research  and  Studies  Program  has  designed  projects  and  then 
supervised  their  implementation  with  the  assistance  of  expert  consultants  and /or  contract 
researchers.  Program  activities  are  generally  designated  as  working  groups,  public 
workshops,  conferences,  or  study  groups: 

•  Working  groups  run  for  one  year  or  longer  and  proceed  through  four  or 
more  public  sessions. 

•Study  groups,  which  meet  frequently  over  a  finite  period  of  months,  gather 
scholars,  diplomats,  and  both  present  and  former  policymakers  in 
discussions  on  possible  future  conflict  situations  of  special  concern  to  the 
Department  of  State  and  other  policymakers. 

•Conferences  may  be  staged  on  various  scales,  from  one  to  three  days,  to 
facilitate  the  full  treatment  of  a  subject  or  the  treatment  of  several  related 
subjects. 

•Public  workshops  are  individual  two-hour  to  two-day  events  designed  for 
group  discussions. 

Most  events  are  designed  to  produce  Institute  publications  of  various  lengths,  from  two-  to  four- 
page  In  Briefs  or  Special  Reports  to  substantial  books. 

As  part  of  its  current  management  review,  the  Institute  is  restructuring  its  work  in  this  area  and 
has  begun  to  separate  its  activities  into  two  units,  one  Research  and  Studies,  to  be  responsible  for 
in-house  research,  and  Special  Programs,  to  be  responsible  for  most  of  the  events  supported  by 
the  Institute.  Since  this  managerial  assessment  is  still  in  process,  the  same  staff  is  currently 
assigned  to  both  units  and  the  respective  functions  of  each  will  be  further  defined  during  fiscal 
year  1994.  The  program  description  in  this  section  covers  all  activities  of  both  units. 

Activities  Through  Fiscal  Year  1995 

Priority  Study  Group,  Working  Group,  and  Conference  Projects 

Study  Group  on  the  Prospects  for  Conflict  and  Opportunities  for  Negotiation 
in  the  Korean  Peninsula:  Early  in  fiscal  year  1994,  the  Institute  began  an 
intensive  study  group  on  this  topic  to  assist  policymakers  in  defining  next 
steps  and  new  approaches  for  dealing  with  the  security  crisis  in  the  Korean 
peninsula.  The  group  will  complete  its  work  with  a  report  during  fiscal  year 
1994.  The  project  is  also  conceived  as  a  first  step  toward  new  Institute  work 
on  cross-cultural  negotiation. 
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Study  Group  on  Cross-Cultural  Negotiation:  During  fiscal  year  1994,  the 
Institute  will  plan  and  begin  sessions  of  an  additional  priority  study  group  on 
the  problems  of  cross-cultural  negotiation,  which  will  continue  through  fiscal 
year  1995.  The  project  is  intended  to  generate  substantive  material  on  the 
negotiation  styles  of  selected  countries  and  to  make  that  material  available  in 
a  number  of  modes,  among  them  an  electronic  database.  The  study  group 
will  assist  Institute  staff  in  designing  the  project  and  give  the  Institute 
guidance  as  the  research  work  proceeds. 

Study  Group  on  Preventive  Diplomacy  in  the  Post-Cold  War  Period: 
Challenges  and  Opportunities  for  the  United  States:  During  late  fiscal  year 
1993,  the  Institute  worked  with  the  Policy  Planning  staff  of  the  U.S. 
Department  of  State  to  plan  a  collaborative  study  group  on  this  topic.  The 
study  group  met  in  four  one-day  sessions  during  the  first  quarter  of  fiscal 
year  1994  to  examine  how  the  United  States  might  most  effectively  conduct 
preventive  diplomacy  unilaterally,  in  cooperation  with  other  nations,  and 
through  international  organizations. 

Following  the  completion  of  the  study  group  report,  Institute  in-house 
research  will  look  more  closely  and  systematically  at  recent  instances  when 
early  mediation,  pre-emptive  peacekeeping  and  other  tools  of  preventive 
diplomacy  were  applied  to  specific  conflicts.  The  purpose  of  this  study  is  to 
determine  whether  these  third-party  preventive  efforts  avoided  escalation  of 
the  conflicts  or  had  no  effect,  and  what  may  explain  their  success  or  failure. 
Practical  lessons  for  implementing  a  U.S.  policy  toward  unilateral  and 
multilateral  preventive  diplomacy  will  also  be  drawn.  The  Institute  will  also 
support  grant  research  that  develops  feasible  mechanisms  for  early  warning. 

Study  Group  on  the  Challenges  of  Humanitarian  and  Political  Intervention  in 
Internal  Conflicts:  During  fiscal  year  1993,  the  Institute  began  planning  a  new 
study  group  on  this  topic  and  held  an  initial  meeting  of  the  core  members  of 
that  group.  Building  on  past  Institute  work  on  the  UN  collective  security 
system  since  the  Gulf  War,  this  group  will  address  in  a  series  two-day 
meetings  case  studies  in  early  warning/early  action,  mandate-shaping, 
operations,  and  termination  of  intervention  the  understanding  of  which  will 
aid  the  international  community  in  applying  force  in  the  cause  of 
humanitarian  assistance,  democracy  building,  peacekeeping,  and 
peacemaking.  Case  studies  to  be  investigated  include  Somalia,  Mozambique, 
Bosnia,  El  Salvador,  Angola,  and  South  Africa.  By  the  end  of  fiscal  year  1994 
the  Institute  expects  to  begin  to  produce  a  compendium  of  useful  essays, 
reports  and  studies  on  the  issues  surrounding  humanitarian  and  political 
intervention.  Editorial  and  other  final  project  work  will  be  completed  in  fiscal 
year  1995. 

The  Balkans:  During  fiscal  year  1994,  the  Institute  plans  to  develop  one  or 
more  modest  in-house  activities  on  the  subject  of  creating  stability  in  the 
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Balkans,  while  at  the  same  time  making  grants  and  awarding  fellowships  on 
the  same  subject.  In  addition,  the  staff  will  explore  the  feasibility  of  larger 
scale,  cooperative  projects  in  this  area.  This  area  of  activity  will  continue  into 
fiscal  year  1995 

Study  Group  on  Russia-Ukraine  Relations:  During  fiscal  year  1994,  the 
Institute  plans  to  conduct  a  multi-session  study  group  on  the  relationship 
between  Russia  and  Ukraine  and  the  implications  of  that  relationship  for  U.S. 
relations  with  both  countries.  The  study  group  will  involve  both  scholars  and 
policymakers  and  will  produce  one  or  more  reports.  Attention  to  this  topic — 
and  such  related  topics  as  Russo-Baltic  and  Russo-Transcaucasian  relations- — 
will  continue  into  fiscal  year  1995. 

During  fiscal  year  1994,  the  Institute  will  also  develop  modest  study  group 
and  other  in-house  projects  on  the  problem  of  nationalism  and 
democratization  in  the  Russian  Federation. 

Study  Group  on  Prospects  for  Conflict  and  Opportunities  for  Peacemaking  in 
the  Southern  Tier  of  Former  Soviet  States:  The  Institute  launched  a  study 
group  to  consider  the  prospects  for  conflict  and  peacemaking  in  this  region 
during  fiscal  year  1992,  during  which  the  group  met  three  times,  focusing  on 
the  Nagorno-Karabakh  conflict  and  the  relationship  between  developments 
and  Afghanistan  and  post-Soviet  Central  Asia.  A  study  group  report  was 
released  in  June  1992,  "Afghanistan  and  Post-Soviet  Central  Asia:  Prospects 
for  Evolution  and  the  Role  of  Islam." 

In  fiscal  year  1992,  the  Institute  also  held  a  two-day  conference,  in  cooperation 
with  the  Carnegie  Endowment  for  International  Peace,  on  developments  in 
the  Transcaucasus,  with  a  special  focus  on  tensions  over  Nagorno-Karabakh. 
A  report  on  the  conference  was  issued  as  part  of  the  Institute's  In  Brief  series. 

During  fiscal  year  1993,  the  Study  Group  continued  on  two  parallel  courses, 
the  first  looking  at  the  prospects  for  conflict  and  peacemaking  in  the  post- 
Soviet  republics  of  Central  Asia  and  at  their  relationship  with  Moscow,  and 
the  second  looking  at  a  range  of  peace  and  conflict  issues  spanning  the  whole 
of  the  "Northern  Tier"  (i.e.,  Turkey  east  to  Pakistan,  the  Subcontinent,  and 
Central  Eurasia.  A  meeting  was  held  in  February  1993  to  examine  the  civil 
war  in  Tajikistan.  A  quick  print  on  the  Tajik  conflict  using  material  from  that 
meeting  was  published  by  the  Institute  early  in  fiscal  year  1994. 

This  study  group  will  continue  through  fiscal  year  1995.  Meetings  are 
planned  on  the  role  of  the  United  States  and  the  international  community  in 
resolving  the  Tajik  and  Nagorno-Karabakh  conflicts. 
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Conferences 

At  approximately  yearly  intervals  the  Institute  plans  to  hold  one  three-day 
conference,  which  it  designates  as  its  "major"  conference  for  the  year.  In 
addition,  the  Institute  will  support  other  conferences  on  a  range  of  topics. 

Major  Conferences 

Conflict  Resolution  in  the  Post-Cold  War  Third  World:  This  three-day 
conference  on  the  causes  of  regional  conflict  and  prospects  for  regional  peace 
was  held  in  October  1990.  During  fiscal  year  1992,  the  Institute  published  a 
book  of  essays  from  the  conference  proceedings,  Resolving  Third  World 
Conflicts:  Challenges  for  a  New  Era. 

Ethnic  Conflict  Resolution  Under  Rule  of  Law:  This  three-day  conference, 
held  in  Washington  June  12-14,  1991,  brought  together  more  than  50  East 
European  parliamentarians  and  civic  leaders  involved  in  the  creation  of  new, 
post-communist  constitutional  provisions  and  legislative  regulations  on 
ethnic  relations.  The  East  European  participants  were  engaged  in  dialogue  by 
more  than  40  U.S.  experts  on  ethnic  conflict  and  the  rule  of  law  before  an 
audience  of  some  200  scholars  and  policymakers. 

Dialogues  on  Conflict  Resolution:  Bridging  Theory  and  Practice:  In  mid-July 
1992,  the  Institute  staged  a  three-day  conference  bringing  together  experts 
and  practitioners  concerned  with  particular  ongoing  international  conflicts 
with  the  proponents  of  conflict  resolution,  negotiation,  mediation,  and 
diplomatic  techniques  in  a  dialogue.  The  conference  proceeded  through  5 
half-day  sessions  on  the  difficult  conflict  situations  in  Mozambique,  Peru, 
Nagorno-Karabakh,  Kashmir,  and  Yugoslavia.  These  were  followed  by  a  half 
day  of  panels  on  various  problems  faced  by  proponents  of  conflict  resolution 
techniques  and  diplomats  that  cut  across  conflicts.  The  conference  featured 
the  presentations  of  more  than  120  scholars  and  diplomats  and  was  attended 
by  well  over  400  participants.  In  fiscal  year  1993,  the  Institute  published  a 
number  of  reports  about  the  conference,  including  substantial  quick  print 
publications  on  Mozambique  and  Yugoslavia. 

Teaching  About  Peace  and  Security  in  the  Post-Cold  War  Period:  Topics  and 
Instructional  Strategy:  In  fiscal  year  1993,  a  conference  of  similar  scale  and 
complexity  was  held  on  this  topic.  (See  section  below  on  the  Education  and 
Training  Program). 

Next  Annual  Conference:  In  the  fall  of  1994,  the  Institute  plans  to  stage 
another  conference  similar  to  those  mentioned  above.  Topics  under 
consideration  include  (1)  post-conflict  reconstruction,  reconciliation,  and 
nation-building,  and  (2)  the  U.S.  role  in  the  post-Cold  War  era — 
disengagement,  selective  engagement,  and  multilateralism. 
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Other  Conferences 

Conference  on  the  Emerging  National  Security  Doctrine  of  a  New  Russia:  In 
March  1993,  the  Institute  held  a  three-day  conference  on  this  topic,  bringing 
together,  with  American  policymakers  and  scholars,  representatives  of 
various  Russian  schools  of  thought  on  the  future  of  Russian  foreign  policy 
recruited  from  the  Russian  parliament  and  Presidential  Council.  This 
conference  was  conceived  to  exploit  the  talents  of  5  Institute  fellows  expert  on 
Russian  domestic  conditions  and /or  Russian  foreign  policy.  The  event  drew 
an  audience  of  more  than  400,  and  part  of  it  was  televised  on  C-SPAN. 
During  fiscal  year  1994,  the  Institute  will  publish  a  collection  of  essays  from 
the  conference  and  will  stage  one  or  more  modest  follow-up  meetings.  The 
Institute  intends  to  follow  this  topic  in  modest  meetings  producing  various 
written  products  through  fiscal  year  1995. 

Economic  Development:  Its  Role  in  Generating  Conflict  and  Conflict 
Resolution  in  East  and  Southeast  Asia:  During  February  1993,  the  Institute 
staged  a  conference  on  this  topic  with  the  cooperation  of  a  new 
nongovernmental  research  institution  in  Thailand.  The  conference  addressed 
the  several  models  of  development  in  progress  in  Asia  and  gave  special 
attention  to  the  social  and  political  problems  created  by  economic  success  and 
the  possible  longer  term  impact  on  peace  in  the  region.  The  Institute 
provided  a  number  of  American  scholars  for  the  conference,  while  the 
cooperating  institution  in  Bangkok  provided  Asian  scholars  and  the  venue  for 
the  meeting.  During  fiscal  year  1994,  the  Institute  plans  to  publish  the 
proceedings  of  this  conference  in  the  form  of  a  collection  of  essays. 

Public  Workshop  Series 

Begun  in  August  1988,  this  series  of  two-hour  to  two-day  public  events  on 
timely  questions  of  conflict  and  peace  has  run  through  a  large  number  of 
events.  The  Institute  has  published  7  occasional  papers  based  on  these 
workshops  under  a  series  entitled,  "Dialogues  from  Public  Workshops,"  and  a 
number  of  In  Briefs  and  reports  based  on  the  proceedings.  During  fiscal  year 
1993,  workshops  were  held  in  the  Post-Soviet  (formerly  "Soviet")  Crisis  series 
and  on  a  variety  of  other  timely  topics.  Further  workshops  are  planned  for 
fiscal  years  1994  and  1995. 

Africa 

Somalia:  In  fiscal  year  1993,  the  Institute  conducted  a  series  of  meetings  (two 
public  and  four  nonpublic)  to  investigate  the  prospects  for  political  rebuilding 
in  Somalia.  These  conferences  involved  a  substantial  number  of  Somali 
participants,  who  were  given  the  opportunity  to  express  their  views  to  a 
select  policymaker  and  scholarly  audience.  In  December  1993  the  Institute 
published  a  report  presenting  the  views  of  the  Somali  participants,  and  held  a 
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current  issues  briefing  on  events  in  Somalia.  These  consultations  were 
facilitated  by  a  prior  Institute  grant  to  St.  Lawrence  University  which  had 
brought  Somali  leaders  together  in  Geneva  in  July  1992. 

The  Institute  plans  to  hold  further  meetings  on  the  Somali  situation, 
particularly  in  conjunction  with  the  publication  of  a  research  volume  on  the 
Somalia  intervention  authored  by  former  Institute  Special  Middle  East 
Coordinator  (and  U.S.  envoy  to  Somalia)  Robert  B.  Oakley  and  former  visiting 
fellow  John  Hirsch,  who  served  as  Ambassador  Oakley's  second  during 
Operation  Restore  Hope. 

Sudan:  During  early  fiscal  year  1994,  the  Institute  organized  a  symposium  on 
the  conflicts  in  the  Sudan  in  collaboration  with  the  Africa  Subcommittee  of 
the  House  Foreign  Affairs  Committee,  a  collaboration  initiated  by  the 
Subcommittee.  The  Institute  organized  an  all-day  session  on  October  20 
which  featured  presentations  by  eight  Sudanese  intellectuals  and  activists 
representing  a  wide  range  of  perspectives.  After  the  symposium,  the  Africa 
Subcommittee  hosted  negotiations  between  the  two  southern  factions 
represented  there.  These  negotiations  were  mediated  by  the  Subcommittee's 
chair,  Congressman  Harry  Johnston,  and  produced  an  agreement  for  a 
ceasefire  and  established  principles  as  the  basis  for  further  negotiations  now 
underway  in  East  Africa. 

A  further  meeting  is  planned  for  April  1994  to  bring  together  specialists  on 
Sudan  to  prepare  recommendations  that  might  be  used  by  the  various  parties 
mediating  peace  negotiations  among  Sudan's  several  warring  factions.  The 
Institute  will  continue  to  monitor  events  in  Sudan  and  plans  to  hold  one  or 
more  meetings  to  assist  peace  negotiations  there  during  fiscal  year  1995. 

Mozambique:  During  fiscal  year  1993,  the  Institute  staged  a  one-day  meeting 
on  peacemaking  in  Mozambique.  The  meeting  was  a  follow-on  to  a  session 
on  Mozambique  that  formed  part  of  our  1992  annual  conference.  Drawing  on 
U.S.  and  international  expertise  recruited  for  the  meeting,  the  Institute 
produced  a  special  report  updating  the  Mozambique  situation.  The  Institute 
staff  intends  to  track  events  in  Mozambique  throughout  fiscal  years  1994  and 
1995. 

South  Africa:  During  fiscal  year  1993,  the  Institute  held  a  two-day  meeting  on 
the  International  Role  in  the  National  Peace  Accords  in  South  Africa,  which 
drew  on  a  variety  of  political  and  civic  figures  involved  with  the 
implementation  of  the  Accords.  A  special  report  on  this  event  was  published 
early  in  fiscal  year  1994  to  brief  parties  interested  in  both  the  Accords  and  in 
the  implications  from  their  administration  for  international  involvement  in 
the  forthcoming  South  African  elections. 


68 


1050 


Implementing  Peace  Agreements:  During  fiscal  year  1994,  the  Institute  may 
hold  a  one-day  meeting  and  appropriate  special  report  or  quick  print  on 
implementing  peace  agreements  in  Africa,  drawing  on  four  Institute  Peace 
Fellows  who  are  doing  work  in  this  area. 

New  Book  on  Africa  Drawn  from  Grant  Projects:  Also  during  fiscal  year  1994, 
the  Institute  published  a  book  entitled  Making  War  and  Waging  Peace,  which 
collects  work  done  under  Institute  grant  projects  and  focuses  on  the  role  of 
foreign  intervention  in  managing  African  conflicts. 

Latin  America 

Latin  America-OAS:  The  Organization  of  American  States  (OAS)  and  the 
Institute  have  been  reviewing  the  role  of  the  OAS  in  conflict  resolution  in 
Latin  America  and  the  Caribbean.  The  Institute  has  now  held  four  meetings 
for  this  purpose  and  plans  to  continue  them  through  fiscal  years  1994  and 
1995.  The  Institute  is  also  supporting  work  on  the  maintenance  and 
strengthening  of  democracy  in  countries  with  violent  insurgencies.  In  June 
1993  it  held  a  conference  on  the  May  1993  coup  in  Guatemala  and  has  since 
published  a  report  on  that  crisis. 

Continuing  Project  Activities 

A  number  of  activities  commenced  in  earlier  years  will  continue  at  reduced 
levels  of  support.  These  include  the  publication  of  an  expanded  edition  of  its 
occasional  paper  Origins  of  the  Cold  War:  The  Novikov,  Kennan,  and  Roberts 
'Long  Telegrams '  of  1946;  and  sales  of  the  principal  product  of  one  of  its  earliest 
projects,  the  book  Approaches  to  Peace:  An  Intellectual  Map. 
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JEANNETTE  RANKIN  LIBRARY  PROGRAM 

(in  thousands  of  dollars) 


By  Activity 

1993 
Actual 


1994  1995      Net  Change 

Estimate Estimate  '94-'95 


TOTAL:   Library  Program 


493 


522 


517 


By  Object  Classification 


1993 
Actual 
FTE  Amount 


1994 
Estimate 
FTE  Amount 


1995 
Estimate 
FTE   Amount 


Net  Change 
'94- '95 
FTE  Amount 


Personnel 

Full  Time  3.90 

Benefits 

Total  3.90 

Travel 

Invitational 

Staff 

Total 

Rent 

Other  Rent/Comm. 

Postage 
Printing 
Other  Services 
Supplies  and  Materials 

Furniture  and  Equipment 
F&E 
Books 
Total 


Total    Other 2_3_3_ 


201 

5.14 

230 

6.00 

275 

47 
248 

5,14 

59 
289 

6,00 

74 
349 

9 

3 

.12 

10 

5 

_15 

6 

72 

55 

74 

12 

18 

20 

2 

3 

5 

4 

6 

3 

46 

42 

25 

54 

15 

14 

10 

43 

54 
79 

2 
21 

218 


_1*2_ 


+0.86        445 


+  0-86 


+15 
+  60 


-10 

+1 

_=9_ 

+19 

+2 

+2 

-3 

-17 

-1 


-52 

-58 

j3& 


TOTAL 


-2^2fi 49J &JL4 522 6.00        517     +0.86  -5 
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JEANNETTE  RANKIN  LIBRARY  PROGRAM 

Program  Overview 

The  Institute  is  creating  a  specialized  library  in  the  field  of  international  conflict 
management  for  the  post-Cold  War  era.  Among  the  subject  areas  it  covers  are  the 
new  concentrations  of  international  engagement  concerning  the  various  peacemaking 
processes.  The  age  of  computers  allows  the  Institute  to  move  beyond  the  immediate 
walls  of  the  library  itself  through  modern  forms  of  information  management. 

The  Institute  has  responded  to  the  opportunity  to  help  define  the  field  of 
international  conflict  management  with  four  major  programmatic  components: 

•  A  working  research  library:  Initially  devoted  to  supporting  the  work  of  the 
Institute's  fellows  and  staff,  over  time  this  library  will  become  a  major  focal  point  for 
knowledge  about  the  management  of  international  conflict  and  the  construction  of 
more  peaceable  societies. 

•  A  national  network  of  information  centers  and  libraries:  This  component  would 
connect  and  support  other  organizations  with  related  collections  and  specialized 
holdings  through  computer  linkages  and  informal  professional  library  contacts. 

•  Improved  bibliographic  control  of  the  literature:  Through  bibliographies, 
bibliographic  databases,  cataloging,  and  publication  of  user  aids,  the  Institute  will 
make  more  resources  accessible  in  the  areas  of  peace  and  security  studies  and 
international  conflict  management. 

•Oral  histories:  Knowledge  has  been  drawn  together  by  locating  existing  oral 
histories  that  communicate  the  experience  of  diplomats  and  others  who  have  been 
directly  involved  in  the  settlement  of  international  disputes. 

Activities  Through  Fiscal  Year  1995 

Development  of  Library  Collection 
FY  1989-FY  1995 


FY1989 

FY1990 

FY1991 

FY1992 

FY1993 

FY1994 

FY  1995 

Books 

1500 

2400 

3500 

4000 

4500 

5000 

5300 

Periodica!  Subscriptions 

50 

125 

135 

150 

165 

160 

160 

Vertical  Files 

0 

7 

11 

15 

19 

23 

25 

Drawers  of 

pamphlets, 

etc. 

Oral  History  Database 

Records 

0 

1125 

1200 

1200 

1200 

1200 

1200 

Abstracts 

0 

625 

800 

800 

800 

800 

800 
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Core  Library  Collection 

Maintained  on  the  Institute's  premises,  the  library  currently  houses  about 
4650  volumes  and  160  periodical  titles.  By  the  end  of  fiscal  year  1994,  it  will 
grow  to  about  5000  volumes  and  160  periodical  titles. 

Having  established  a  working  reference  collection,  the  library  staff  is  focused 
on  the  next  step:  to  increase  the  depth  and  breadth  of  the  interdisciplinary 
collection  so  that  it  includes  reference  materials  in  each  of  the  sub-disciplines 
encompassed  by  the  Institute's  mandate.  The  first  areas  of  attention  are  the 
combined  fields  of  conflict  management,  diplomacy,  negotiation,  mediation, 
and  peacekeeping.  In  addition,  the  library  is  developing  more  in-depth 
collections  in  specific  subject  areas.  For  example,  following  the  1991  armed 
conflict  in  the  Persian  Gulf,  the  library  began  a  special  collection  of  relevant 
working  papers  and  reports  from  academic  and  nonprofit  organizations,  U.S. 
Government  documents,  and  UN  documents,  along  with  distinctive  materials 
not  likely  to  be  found  easily  in  other  libraries  that  may  be  of  interest  in  the 
future  to  scholars  working  on  the  Gulf  War. 

To  strengthen  its  capacity  to  serve  outside  users,  the  Institute  plans,  during 
fiscal  year  1994,  to  create  some  space  for  visitors  and  begin  an  outreach 
program,  with  initial  attention  to  potential  Congressional  and  Executive 
Branch  users  and  to  local  universities.  The  library  already  augments  and 
shares  its  own  collection  through  telecommunications  and  interlibrary  loan 
programs,  and  its  librarians  refer  users  to  other  collections  and  information 
resources  as  needed.  Using  shared  cataloging  and  advisory  relationships 
with  scholars  and  information  specialists,  the  Library  seeks  to  avoid 
unnecessary  redundancy  while  enabling  significantly  increased  information 
exchange  and  access  for  scholars  and  policymakers  addressing  problems  of 
international  peace  and  conflict  resolution.  Since  1992,  the  Library  has  had 
access  to  the  international  networks  available  to  libraries  and  educational 
institutions  for  the  exchange  of  electronic  information. 

Development  of  a  National  Network 

As  first  steps  toward  a  possible  specialized  national  library  network  serving 
the  fields  of  international  peace,  security,  and  conflict  management,  the 
Institute  has  participated  in  several  national  meetings  that  have  led  to  the 
formation  of  an  informal  relationship  among  some  100  librarians  interested  in 
the  literature  of  peace  and  international  conflict  management.  In  fiscal  year 
1993,  the  Institute  convened  a  working  conference  of  nine  directors  of 
libraries  serving  the  scholarly/research  community  to  help  identify  specific 
needs  to  be  addressed  by  a  network  or  group  of  cooperative  agreements. 
There  was  agreement  that  libraries  should  work  collaboratively  in  this  field 
and  that  there  is  a  particular  need  for  access  to  "grey  literature":  reports, 
studies,  conference  proceedings,  and  issue  briefs  from  research  centers  and 
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organizations  in  international  security,  peace,  and  world  affairs.  Often  these 
papers  provide  the  most  current  and  significant  thinking  on  important 
international  issues,  but  they  are  not  published  in  scholarly  journals  or 
otherwise  recorded  in  bibliographies,  so  they  escape  the  bibliographic  control 
of  library  systems.  Following  the  group's  conclusion  that  there  is  a  need  for 
more  baseline  data,  the  Institute  plans  to  survey  scholars  and  reference 
librarians  in  the  pertinent  fields  of  interest. 

In  addition,  the  Institute  has  undertaken  specialized  programs  that  included 
library  outreach  in  four  metropolitan  library  programs.  Meetings  with 
librarians  were  held  in  conjunction  with  the  Institute  outreach  program  in 
Honolulu,  Hawaii,  Austin,  Texas,  Atlanta,  Georgia,  and  Columbus,  Ohio. 

To  support  the  work  of  public  libraries  in  this  field,  the  Institute's  Solicited 
Grant  competition  for  1994  includes  a  topic  aimed  at  their  programs.  In  order 
to  build  greater  citizen  understanding  of  vital  national  and  international 
issues,  proposals  are  being  sought  for  programming  in  public  libraries  that 
brings  together  scholars  and  adult  lay  audiences  to  focus  on  the  problems  of 
managing  international  conflict  through  peaceful  means. 

Publications  and  Bibliographic  Control  of  the  Literature 

During  fiscal  year  1993,  the  Institute  published  an  annotated  Bibliography  on 
Peace,  Security  and  International  Conflict  Management  for  librarians  serving  the 
adult  general  public.  Over  2500  copies  have  been  distributed  to  public 
libraries,  organizations  engaged  in  civic  education  programming,  and  the 
Federal  Depository  Library  Program.  Requests  for  complimentary  copies 
continue  to  arrive  at  the  Institute. 

The  Institute  has  contracted  with  the  Woodrow  Wilson  International  Center 
for  Scholars  to  produce  a  Scholars'  Guide  to  Washington,  D.C.  for  Peace  and 
International  Security  Studies  as  part  of  the  Center's  "Scholar's  Guide"  series. 
This  volume  is  scheduled  for  publication  in  fiscal  year  1995. 

The  Institute  has  been  concerned  for  a  number  of  years  about  the  problem  of 
access  to  "grey  literature,"  as  described  above.  In  1991,  the  Institute  provided 
partial  funding  to  ACCESS  for  a  study  to  determine  the  feasibility  of 
establishing  a  clearinghouse  to  identify,  describe,  and  make  this  material 
widely  available.  Their  preliminary  report  indicates  that  it  is  technically 
feasible  to  create  a  clearinghouse  and  that  no  such  clearinghouse  function  is 
currently  being  performed  and  made  available  to  the  public.  A  final  report, 
including  specific  recommendations  for  the  establishment  of  a  clearinghouse, 
is  expected  to  be  completed  during  fiscal  year  1994. 

The  Institute  also  has  made  grants  for  the  compilation  of  databases  designed 
to  support  subjects  of  interest  in  Institute  research.  For  example,  grants  have 
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been  made  to  California  State  University  to  create  a  comprehensive,  up-to- 
date  bibliographic  database  on  arms  control  and  disarmament  issues  and  to 
the  Institute  on  the  Holocaust  and  Genocide  for  a  computerized  database  for 
the  study  of  holocaust  and  genocide  in  the  1980's. 

The  Library  of  Congress  subject  headings  and  classification  schedules  are 
used  by  most  college,  university,  and  research  libraries  and  are  designed  to 
cover  all  fields  of  knowledge.  In  cooperation  with  the  Library  of  Congress, 
the  Institute  has  compiled  lists  from  these  subject  headings  (together  with 
cross  references)  related  to  the  Institute's  areas  of  concern.  Wherever 
possible,  an  indication  has  been  given  of  the  appropriate  classification 
number  for  the  subject  headings.  This  project  produced  Guides  to  Library  of 
Congress  Subject  Headings  and  Classification  on  Peace  and  International  Conflict 
Resolution.  These  compilations,  published  in  a  single  volume,  greatly 
facilitate  the  work  of  researchers  and  librarians  and  have  the  additional  effect 
of  focusing  attention  on  previously-neglected  areas  of  collection 
development.  Copies  are  now  available  in  more  than  750  libraries  in  the 
Federal  Depository  Library  Program.  In  addition,  the  Institute  has 
distributed  copies  to  U.S.  Information  Agency  libraries,  has  sold  nearly  200 
copies,  and  continues  to  offer  it  for  sale. 

Oral  History 

In  1989,  the  Institute,  in  cooperation  with  the  Association  for  Diplomatic 
Studies,  undertook  a  project  to  compile  a  database  of  oral  history  interviews 
which  have  significance  to  the  diplomatic,  international  relations,  and 
international  conflict  resolution  fields.  Of  special  interest  in  this  endeavor 
were  interviews  with  individuals  connected  with  the  U.S.  Department  of 
State.  Nearly  1,200  oral  histories  have  been  identified  in  over  30  library 
collections,  approximately  800  of  which  have  accompanying  abstracts.  This 
database  has  been  successfully  converted  to  a  format  compatible  to  existing 
Institute  library  systems,  making  it  usable  directly  by  library  users.  In  fiscal 
years  1994  and  1995,  the  Institute  has  no  plans  for  further  action  in  this  area. 

Information  Systems 

The  Director  of  the  Library  Program  also  has  oversight  responsibility  for  the 
Institute's  computer  information  system.  Among  other  things,  this  system 
provides  access  for  Institute  staff  and  fellows  to  international  electronic  mail 
networks  and  is  later  expected  to  provide  access  to  the  databases  and  library 
catalogs  available  worldwide  through  the  Internet. 
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Note  About  Institute 
Communications  Functions 

As  part  of  its  current  management  review,  the  Institute  is  reexamining  its 
communications  with  external  audiences,  focusing  principally  upon  the  work 
of  its  Publications  and  Marketing  Department  and  its  Public  Affairs  and 
Information  Office.  Since  this  review  is  still  being  conducted,  funding  and 
staffing  for  these  two  groups  have  been  presented  in  the  same  manner  as  in 
previous  years.  It  is  possible,  however,  that  the  functions  assigned  to  each 
unit  and  the  related  funding  and  staffing  will  change  sometime  during  fiscal 
year  1994.  Any  such  changes,  however,  will  not  affect  the  combined  totals 
for  the  two  units. 
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PUBLICATIONS  AND  MARKETING 

(in  thousands  of  dollars) 


By  Activity 


1993 

ActuaL 


1994 

Estimate 


1995 
Estimate 


Net  Change 
'94-'95 


TOTAL 


933 


882 


914 


+32 


By  Object  Classification 


1993 

Actual 

FTE  Amount 

1994 
Estimate 
FTE  Amount 

1995 

Estimate 

FTE   Amount 

Net  Change 

'94-'95 
FTE  Amount 

Personnel 
Full-Time 
Other 

8.34 

378 

7.93 
0.33 

366 
17 

9.00 
0.50 

400 
24 

+1.07 
+0.17 

+34 
+7 

Benefits 
Total 

8.34 

84 
462 

8.26 

97 
480 

9.50 

107 
531 

+  1.24 

+10 
±11 

Travel 

Invitational 

Staff 

Total 

6 

7 

_2 

7 

— 

Office  Rent 

77 

71 

71 

— 

Other  Rent 

3 

— 

— 

— 

Postage 

44 

46 

48 

+2 

Printing 

86 

90 

88 

-2 

Other  Services 

244 

167 

164 

-3 

Supplies 

11 

11 

5 

-6 

Fum.  &  Equip. 

_==zz 

_Jfl 

_-.. 

-dLQ 

Total    Other 

465 

395 

376 

-19 

TOTAL 

8.34 

?33 

9.26 

882 

9.50 

914 

+  1.24 

+32 
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PUBLICATIONS  AND  MARKETING 

Department  Overview 

The  Publications  and  Marketing  unit  addresses  the  Institute's  publishing  and  dissemination 
needs.  It  provides  support  for  diverse  product  development-writing,  editing,  graphics,  and 
printing.  It  is  also  responsible  for  (1)  supporting  the  development  of  publications  in  the 
Institute's  various  programs  (particularly  fellowships  and  research  and  studies),  and  (2) 
preparing  Institute  periodicals  and  other  materials  for  publication.  It  disseminates  those 
materials,  as  appropriate,  to  librarians,  educators,  scholars,  journalists,  policymakers,  and 
citizen  groups  to  enhance  their  understanding  of  issues  of  peace  and  war.  A  major  goal  is  to 
develop  a  position  of  stature  for  the  Institute  as  a  substantive  source  and  disseminator  of 
material  that  contributes  to  the  furtherance  of  peace. 

Activities  Through  Fiscal  Year  1995 

INSTITUTE'S  OUTPUT  OF  NEW  PUBLICATIONS 
FY  1988-FY  1995 


FY 

FY 

FY 

FY 

FY 

FY 

FY 

FY 

1988 

1989 

1990 

1991 

1992 

1993 

1994 
Est. 

1995 
Est. 

Books/Proceedings/ 
Monographs 

0 

0 

3 

7 

5 

8 

14 

14 

Reports 

1 

0 

1 

3 

7 

13 

13 

13 

Periodicals 

4 

16 

15 

15 

15 

11 

20 

20 

Brochures, 

applications, 
etc. 

20 

11 

25 

35 

36 

22 

25 

25 

During  fiscal  years  1994  and  1995,  as  in  past  years,  the  Institute  plans  to 
publish  a  variety  of  books,  reports,  papers,  proceedings,  and  monographs,  as 
well  as  to  continue  publishing  the  Institute's  newsletter  (the  Journal)  and  other 
institutional  materials.  It  will  also  continue  marketing  programs  through  the 
educational  video  distributor  Encyclopaedia  Britannica. 

In  fiscal  year  1993,  the  Institute  published  the  following: 

Books 

—A  Directory  of  U.S.  Resources  on  the  Rule  of  Law  for  the  Independent 
States  of  the  Former  Soviet  Union 
—Bridging  the  Gap:  Theory  and  Practice  in  Foreign  Policy 
-Minorities  at  Risk:  A  Global  View  of  Ethnopolitical  Conflicts 
—Breaking  the  Ice:  Rapprochement  Between  East  and  West  Germany,  the 
United  States  and  China,  and  Israel  and  Egypt 


77 


1059 

-The  Arab  World  After  Desert  Storm 

Monographs 

In  1993  the  Institute  launched  a  monograph  series,  entitled  the  Perspectives 
Series.  Three  monographs  were  published  early  in  the  year: 

—Conflict  Resolution  in  the  Middle  East:  Simulating  a  Diplomatic 
Negotiation  Between  Israel  and  Syria 

—Islam  and  Democracy:  Religion,  Politics,  and  Power  in  the  Middle  East 
-Religious  Perspectives  on  War:  Christian,  Muslim,  and  Jewish  Attitudes 
Toward  Force  after  the  Gulf  War 

Reports 

Thirteen  reports  were  developed  that  covered  working  groups  or  Institute 
conferences  in  1993: 

—The  Professionalism  of  Peacekeeping 

—Dialogues  on  Conflict  Resolution:    Bridging  Theory  and  Practice 

—Conflict  and  Conflict  Resolution  in  Yugoslavia 

—Conflict  and  Conflict  Resolution  in  Mozambique 

—Japan,  Russia,  and  the  United  States:  Prospects  for  Cooperative 

Relations  in  the  New  Era 

—Peacemaking  and  Peacekeeping:  Implications  for  the  United  States 

Military 

—The  OAS  and  Regional  Security 

—Collective  Security:  An  Essay  on  its  Limits  and  Possibilities  After  the  Cold 

War 

—Bibliography  on  Peace,  Security,  and  International  Conflict 

Management 

-Afghanistan  and  Post-Soviet  Central  Asia  (revised) 

-Two  Special  Reports  on  Somalia 

—Special  Report  on  Mozambique 

Periodicals 

—5  issues  of  In  Brief,  succinct  four-page  synopses  of  Institute-sponsored 
work  on  topics  of  interest  to  scholars,  policymakers,  and  others  in  the 
peace  and  security  community,  distributed  to  a  list  of  about  1,500 
—6  issues  of  the  8-12  page  United  States  Institute  of  Peace  Journal,  a 
bimonthly  newsletter  of  substantive  content  with  a  circulation  of  about 
20,000 
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Brochures  and  Other  Informational  Materials 

—Guide  to  Specialists,  listing  Institute  authorities,  for  use  by  journalists 

and  others  to  obtain  information  on  certain  topic  areas 

—National  Peace  Essay  Contest  package  including  flyer,  poster,  and 

guidebook 

-Grant  and  fellowship  application  packages 

—Educating  for  Peace:  A  Summary  of  Completed  Education  and  Training 

Grant  Projects,  a  brief  description  of  education  products  from  the 

Institute's  grant  program 

-flyers  and  brochures  for  Institute  projects,  institutes,  and  conferences 

Other  Educational  Materials 

The  Institute  also  prepared  a  curriculum  enhancement  guide  for  use  in 
secondary  and  post-secondary  settings  on  the  topic  of  religious  perspectives 
on  the  use  of  force  after  the  Gulf  War. 

In  1994  the  department's  publications  will  include  the  following: 

Books 

-Making  War  and  Waging  Peace:  Foreign  Intervention  in  Africa 

—Sri  Lanka:  The  Invention  of  Enmity 

-Palestinians,  Refugees,  and  the  Middle  East  Peace  Process 

—Origins  of  the  Cold  War,  revised  edition 

—Transitional  Justice,  a  three  volume  set,  produced  by  the  Rule  of 

Law  Initiative,  including  volumes  on  (working  titles):  Perspectives; 

Case  Studies;  Selected  Documents 

-International  Systemic  Change  and  Collective  Risk  Management 

-Somalia  and  Operation  Restore  Hope:  A  Case  Study  for  U.S.  Foreign  Policy 

and  UN  Peacekeeping 

—Handbook  on  International  Conflict  Resolution 

—Ending  Mozambique's  Civil  War 

—Additional  books  to  be  announced 

Monographs 

-Religious  Perspectives  on  Pacifism:  Christian,  Jewish,  and  Muslim 
Attitudes  Toward  the  Use  of  Nonviolence  in  International  Conflict 


Reports 


-Special  Report  on  Sudan 
-The  Civil  War  in  Tajikistan 
-Special  Report  on  South  Africa 
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-Public  Opinion  in  Central  Asia 

—Special  Report  on  Korea 

—Special  Report  on  Syria 

—Preventive  Diplomacy 

-The  Constitutional  Crisis  in  Guatemala:  The  Responses  of  the  International 

Community  and  Guatemalan  Society 

—Sudan:  The  Forgotten  Tradegy 

-Other  reports  to  be  announced 

Periodicals 

—In  Brief,  described  above 

-6  issues  of  the  12-page  USIP  Journal 

Brochures  and  Other  Informational  Materials 

-Guide  to  Specialists 

-National  Peace  Essay  Contest  package 

-Grant  and  fellowship  application  packages 

— Matsunaga  award  nomination  and  program  materials 

— Matsunaga  Scholar  application  forms  and  recruitment  brochures 

—flyers  and  brochures  for  Institute  projects,  institutes,  and  conferences 

-Biennial  Report  for  1992-1993 

-Contributions  to  the  Study  of  Peacemaking.  Volume  3:  A  Summary  of 

Completed  Grant  Projects  Through  December  1992 

Educational  Materials 

-a  text  for  secondary  teachers  that  collects  innovative  approaches  in 
teaching  about  the  post-Cold  War  era. 

In  addition,  the  Institute  will  concentrate  on: 

•Making  books  published  by  the  Institute  available  in  bookstores  both 

domestically  and  internationally 

•Disseminating  the  Institute's  products  and  information  on  its 

activities  to  wider  and  more  targeted  audiences 

•Upgrading  computer  technology  in  order  to  enhance  timely 

publication 

Continuing  to  support  the  Institute's  publishing  and  dissemination  needs  in 
fiscal  year  1995,  the  Publications  and  Marketing  Department  will  produce  the 
output  of  other  Institute  programs  and  help  disseminate  those  products  to 
diverse  audiences.  It  expects  to  produce  up  to  14  books,  more  than  a  dozen 
reports,  an  estimated  20  periodicals,  and  up  to  25  brochures  and  other  similar 
program-related  documents. 
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PUBLIC  AFFAIRS  AND  INFORMATION 

(in  thousands  of  dollars) 


By  Activity 


1993                1994              1995     Net  Change 
Actual  Estimate         Estimate '94-'9S 


TOTAL 


364 


535 


438 


-97 


By  Object  Classification 


1993 

Actual 

FTE  Amount 

1994 
Estimate 
FTE  Amount 

1995 

Estimate 

FTE    Amount 

Net  Change 

'94-'95 
FTE  Amount 

Personnel 
Full  Time 
Other 

3.97 
0.23 

181 
17 

4.00 
0.77 

190 
49 

4.00 
0.97 

213 
35 

+20 

+23 
-14 

Benefits 
Total 

4.20 

43 
241 

4.77 

35 
224 

4.97 

51 
299 

+0.20 

+16 

±25 

Travel 

Invitational 
Staff 
Fellows 
Total 

1 

7 

4 

-12 

11 

7 

4 

_22 

11 

7 

4 

_22 

— 

Office  Rent 

30 

36 

35 

-1 

Other  Rent 

2 

2 

2 

— 

Postage 

11 

10 

12 

+2 

Printing 

13 

52 

13 

-39 

Other  Services 

55 

79 

55 

-24 

Fum.  &  Equip. 

— 

10 

— 

-10 

Medal  Awards 

__=1 

-Sfl 

_____ 

_____ 

Total    Other 

111 

239 

117 

•122 

TOTAL 

4.20 

364 

4,77 

535 

4,97 

438 

+0.20 

-97 
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PUBLIC  AFFAIRS  AND  INFORMATION 

Department  Overview 

The  Public  Affairs  and  Information  Office  is  responsible  for  distributing  free  and 
complimentary  publications  and  providing  information  and  assistance  to  key  audiences, 
including  government  officials,  the  media,  subject  specialists,  civic  groups,  and  the  general 
public.  Its  main  activities  are  media  referrals,  a  speakers  bureau,  educational  programming, 
other  clearinghouse  functions,  and  overseeing  the  Institute's  mailing  lists.  It  is  also 
responsible  for  administering  the  Spark  M.  Matsunaga  Medal  of  Peace. 

Activities  Through  Fiscal  Year  1995 

Dissemination  of  Publications  and  Other  Materials 

Each  year  the  Public  Affairs  and  Information  Office  fills  thousands  of 
requests  for  publications,  documents,  and  information  relating  to  Institute 
activities.  Many  of  these  requests  are  generated  through  announcements  in 
newsletters  and  publications  of  more  than  300  international  affairs 
organizations,  professional  associations,  and  information  clearinghouses. 
Requests  also  come  from  libraries  across  the  country,  which  learn  through  the 
Vertical  File  Index  service  about  documents  available  from  the  Institute. 
Interest  in  the  Institute  is  also  generated  through  participation  in  professional 
conferences  and  meetings  at  which  information  on  programs,  publications, 
and  video  products  is  distributed. 

The  Institute  is  continuing  to  upgrade  its  mailing  list  capabilities  through  the 
implementation  of  coding  systems  for  the  most  frequently  used  portions  of 
the  list.  By  assigning  topical  and  geographical  interest  codes  and  other 
descriptors  to  persons  on  the  list,  the  Institute  can  target  its  mailings  more 
carefully,  thus  reducing  related  printing  and  mailing  costs. 

In  fiscal  year  1993,  the  Institute  inaugurated  a  publication  format  spotlighting 
aspects  of  the  Institute's  work  especially  relevant  to  the  most  timely  issues  of 
interest  to  policymakers  and  the  general  public.  These  "Special  Reports"  are 
the  fastest  vehicle  for  the  Institute  to  disseminate  information  about  a  recent 
meeting,  speech  by  a  prominent  person,  or  information  gathered  by  Fellows 
and  others  engaged  in  Institute-sponsored  analysis  on  the  most  compelling 
issues  of  the  day.  In  fiscal  year  1994  and  1995  the  Institute  will  further 
expedite  dissemination  of  Special  Reports  through  greater  use  of  facsimiles 
and  on-line  services. 

In  fiscal  year  1994,  the  Public  Affairs  and  Information  Office  and  the 
Publications  and  Marketing  Office  will  also  co-manage  production  of  the 
Institute's  Biennial  Report  covering  1992  and  1993. 
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Educational  Programming 

Speakers  Bureau:  The  Institute  continues  to  fill  requests  from  organizations 
around  the  country  for  speakers  on  topics  pertaining  to  the  Institute's  work. 
To  date,  Board  members,  staff,  and  fellows  have  visited  37  states.  In 
cooperation  with  local  hosts,  the  Institute  arranges  as  many  engagements  as 
possible  to  maximize  the  effectiveness  of  each  trip,  which  usually  includes 
lectures  at  colleges  and  universities;  speeches  before  civic  organizations,  such 
as  Rotary  Clubs  and  World  Affairs  Councils;  meetings  with  newspaper 
editors  and  reporters;  and  television  and  radio  interviews. 

The  Public  Affairs  and  Information  Office  also  coordinates  briefings  and  other 
presentations  for  a  variety  of  groups  visiting  the  Institute.  Visitors  have 
included  hundreds  of  high  school  students  participating  in  Close-Up 
Foundation  programs,  participants  in  study  groups,  U.S.  and  foreign  military 
officers  from  the  Army  War  College,  and  participants  from  dozens  of 
countries  in  United  States  Information  Agency-sponsored  visits. 

Outreach  Programs:  In  order  to  maximize  the  impact  of  its  various  outreach 
functions,  the  Institute  has  conducted  intensive  two  and  three-day  programs 
in  medium-  to  large-sized  metropolitan  areas,  designed  to  engage  core 
audiences  and  the  interested  public.  In  April  1993  the  Institute  worked  with 
Ohio  State  University  to  conduct  a  three-day  outreach  program  in  Columbus 
on  peace  and  security  issues  in  the  post-Cold  War  era.  The  core  audience  for 
the  event  were  faculty  members  from  two  dozen  colleges  and  universities  in 
Ohio.  Portions  of  the  event  were  broadcast  on  Ohio  public  television. 

The  Institute  is  planning  to  conduct  up  to  three  additional  outreach  programs 
in  fiscal  years  1994  and  1995.  Sites  under  consideration  are  metropolitan 
areas  in  the  Pacific  Northwest  and  San  Jose,  California. 

Current  Issues  Briefings  and  Book  Presentations:  The  Institute  arranges 
informal  public  events,  such  as  press  seminars,  book  presentations,  featured 
speakers,  open  discussions,  and  work-in-progress  talks  by  grantees  and 
fellows.  For  example,  the  Institute  conducted  current  issues  briefings  on  the 
Middle  East  peace  process,  the  rise  of  ethnic  nationalism,  and  developments 
in  Somalia.  Sometimes  these  briefings  are  focused  on  new  Institute  books  or 
other  publications  on  a  timely  topic,  such  as  mediation  and  peacemaking  in 
Africa. 

Media  Relations:  The  Institute  has  earned  a  reputation  among  the  media  as  a 
speedy  and  reliable  source  of  expert  information  and  background  on  timely 
international  affairs  issues. 

Through  its  Guide  to  Specialists  and  occasional  "media  alerts,"  the  Institute 
relays  information  to  the  media  highlighting  fellows'  and  staff  expertise  on 


83 


1065 


events  and  issues  of  the  day.  Institute  experts  have  enhanced  the  mass 
media's  treatment  of  major  news  stories,  including  UN  reforms,  questions 
about  international  intervention  and  peacekeeping,  and  prospects  for  political 
and  economic  reform  in  Russia. 

In  addition  to  citations  in  many  national  and  local  newspapers,  experts 
regularly  appear  on  CNN,  C-SPAN,  MacNeil-Lehrer  News  Hour,  as  well  as 
National  Public  Radio  and  dozens  of  radio  stations  around  the  country. 
Panel  discussions  and  speeches  at  Institute  events  have  been  videotaped  by 
news  services,  broadcast  producers,  and  television  networks,  including  C- 
SPAN. 

The  Institute  has  been  successful  in  generating  publicity  for  the  National 
Peace  Essay  Contest  through  coverage  by  small  and  medium-sized  dailies 
throughout  the  country.  Dozens  of  publications  have  printed  stories  about 
local  students  who  were  state-level  winners  and  even  more  have  run  stories 
containing  information  about  how  students  can  participate. 

Spark  M.  Matsunaga  Medal  of  Peace 

Congress  created  the  Spark  M.  Matsunaga  Medal  of  Peace  in  1990  in  honor  of 
the  late  senator  from  Hawaii.  Recipients  must  have  made  extraordinary 
contributions  to  international  peace,  especially  by  expanding  society's 
knowledge  and  skills  about  peacemaking  and  conflict  management.  The 
Institute's  authorization  legislation  directs  that,  in  addition  to  receiving  a 
bronze  medal,  the  laureates  be  given  a  cash  award. 

In  fiscal  year  1993,  the  Institute's  Board  considered  142  nominations  and 
selected  former  presidents  Jimmy  Carter  and  Ronald  Reagan  as  the  first 
laureates.  The  Institute  has  noted  the  statement  in  the  report  of  the  House 
Committee  on  Appropriations  to  the  effect  that  fiscal  year  1994  funds  should 
not  be  used  for  cash  awards  to  recipients  of  the  Matsunaga  Medal  of  Peace. 
Although  the  Institute  interprets  the  legislation  authorizing  the  medal  to 
require  some  cash  award  to  accompany  the  medal,  it  has  not  included  any 
new  funding  for  cash  awards  in  this  budget  request. 
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MANAGEMENT  AND  ADMINISTRATION 

(in  thousands  of  dollars) 


By  Activity 


1993 
Actual 

1994 
Estimate 

1995     Net  Change 
Estimate            '94-'95 

TOTAL 

1746 

1797 

] 

1799 

+2 

By  Object  Classification 

1993 

Actual 

FTE  Amount 

1994 
Estimate 
FTE  Amount 

1995 

Estimate 

FTE   Amount 

Net  Change 

'94- '95 
FTE      Amount 

Personnel 
Full-time 
Other 

9.07 
1.33 

589 
121 

9.50         644 
1.28         104 

10.50 
1.28 

753 
110 

+1.00 

+109 
+6 

Benefits 
Total 

10.40 

116 
&2£ 

149 
10.78       897 

11.78 

183 
104$ 

+  1.00 

+34 
+  149 

Travel 
Board 
Staff 

Local/Other 
Total 

21 

3 

16 

_44 

23 

10 

17 

J5Q 

23 

10 

17 

_5Q 

— 

Trans  of  Things 

45 

47 

49 

+2 

Office  Rent 

110 

80 

77 

-3 

Other  Rent 

5 

6 

6 

— 

Telephones 

103 

110 

113 

+3 

Postage 

8 

4 

6 

+2 

Printing 

12 

18 

17 

-1 

Other  Services 

343 

390 

312 

-78 

Supplies 

138 

100 

77 

-23 

Fum  &  Equip 

116 

_25 

^6 

-49 

Total   Other 

889 

850 

703 

-147 

TOTAL 

10.40 

1746 

10.78       1797 

11.78 

1799 

+  1.00 

+  2 
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MANAGEMENT  AND  ADMINISTRATION 

The  Institute  continues  to  keep  its  expenses  for  management  and 
administration  proportioned  to  the  remainder  of  the  budget  and  has  been 
assisted  in  doing  so  by  the  management  review  being  conducted  during  fiscal 
year  1994.  The  percentage  of  the  total  budget  devoted  to  these  expenses 
remained  at  about  19  percent  in  fiscal  years  1989,  1990  and  1991.  In  fiscal 
years  1992  and  1993,  the  Institute  reduced  this  level  to  about  15  percent  and 
expects  to  maintain  it  at  15  percent  or  less  during  fiscal  years  1994  and  1995. 

During  fiscal  year  1994,  the  Institute  has  renegotiated  its  lease  of  office  space 
and  has  been  able  both  to  obtain  a  limited  amount  of  additional  space  and  to 
reduce  its  total  rental  payments. 

As  noted  in  previous  requests,  the  Institute  contracts  with  the  General 
Services  Administration  (GSA)  to  provide  accounting,  personnel /payroll 
services. 

Pursuant  to  PL  100-238,  the  Institute  also  continued  to  be  unable  to  offer 
federal  health,  life  insurance  and  retirement  benefits  to  employees  hired  after 
October  1, 1988.  As  a  substitute,  it  has  negotiated  group  policies  with  private 
carriers. 
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VIII.    JUSTIFICATION  BY  OBJECT  CLASSIFICATION 
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JUSTIFICATION  STATEMENT  BY  OBJECT  CLASSIFICATION 

SUMMARY  OF  CHANGES 

Net 

i t •  •  *  *  lyyt  r  i   l^yJ  i^ikuiyc 

Appropriation  (Requested) 10,912  12,307  +1395 

Miscellaneous  Income  (estimated) 1.308  331  -977 

Total 12,220  12,638  +418 


PERSONNEL  COMPENSATION  -  $3550 


Full-Time  Permanent 

Other  than  Full-Time  Permanent 


TOTAL 


FY  1994 

Estimate. 

2824 
352 

3_126_ 


FY  1995 

Estimate 

3302 

_24S 


3550 


Net 

Changs. 

+478 


_±m 


The  $3550  requested  in  fiscal  year  1995  for  Personnel  Compensation  reflects  the  following 
compensation:  (1)  $3302  for  employees  occupying  full-time  positions;  and  (2)  $248  for 
other  than-full  employees  which  includes  Board  Members,  part-time,  and  other  short-term 
intermittent  employees. 


PERSONNEL  BENEFITS  -  $835 


Benefits,  Civilian 

Public  Transportation  Subsidy 

TOTAL 


FY  1994 

FY  1995 

Net 

Estimate 

Estimate 

Changs. 

684 

825 

+141 

9 

UQ 

+1 

_623_ 


_83J_ 


jd42 


The  $835  requested  for  personnel  benefits  includes  payments  to  the  OPM  Retirement  Fund 
for  employees  covered  under  the  Civil  Service  and  FERS  Retirement  Systems,  FICA  and 
medicare  payment,  and  life  and  health  insurance  payments  for  employees  who  elect  such 
coverage.  Also  included  are  payments  to  private  sector  benefit  carriers  for  retirement, 
health  and  life  insurance  coverage  for  employees  hired  after  October  1,  1988  (Sec.  108(a) 
of  PL.  100-238). 

The  net  $516  increase  requested  for  Personnel  Compensation  and  Benefits  reflects  the 
following: 

( 1 )  Salaries  and  benefits  for  additional  FTEs  required  to  support  the  proposed 
expanded  Education  and  Training  Program. 

(2)  Mandatory  payroll  increases  for  within-grade  increases,  projected  promotions, 
and  full-year  effect  of  vacancies  filled  in  FY  94. 


(3)       Full-year  effect  of  the  4.23  percent  locality  increase  effective  January  1994. 
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(4)  Anticipated  4.0  percent  cost-of-living  and  locality  increases  for  FY  95. 

(5)  Full-year  effect  of  higher  federal  contributions  to  employees  health  plans  due 
to  rates  which  became  effective  January  1994. 

(6)  Mandatory  retirement  contributions  as  required  by  the  Federal  Employees 
Retirement  Act  of  1986  (FERS),  wherein  agencies  will  finance  all  retirement 
costs. 

(7)  Increases  in  private  sector  benefits-annuity  program,  health  and  life  insurance 
plans. 

(8)  The  Institute  participates  in  the  Metropool  Transit  Benefit  Program,  additional  < 
participation  is  anticipated. 

TRAVEL  AND  TRANSPORTATION  OF  PERSONS-$720 

FY  1994  FY  1995  Net 

Estimate  Estimate  Change 

TOTAL 7_15_ 22Q ±5 

The  $720  requested  for  Travel  and  Transportation  of  Persons  includes:  (1)  travel  costs 
associated  with  private  individuals'  participation  in  the  Institute's  program-related 
workshops,  conferences,  and  other  public  events;  for  example,  travel  to  Washington,  DC 
by  National  Peace  Essay  winners  for  participation  in  the  awards  ceremony;  (2)  project- 
related  travel  performed  by  the  Jennings  Randolph  Fellows;  (3)  travel  performed  by  the 
Institute  staff  for  Institute-related  activities;  (4)  travel  by  the  Institute's  Board  Members  to 
attend  board  meetings,  Institute  workshops  and  conferences,  and  other  special  public 
events  sponsored  by  the  Institute;  and  (5)  reimbursement  for  local  transportation  in  the 
metropolitan  area. 


TRANSPORTATION  OF  THINGS  -  $49 


FY  1994  FY  1995  Net 

Estimate  Estimate  Change 


TOTAL 47 49 ±2 

The  $49  requested  covers  the  usage  of  Federal  Express,  United  Parcel  Service  (UPS),  and 
other  commercial  courier  services  and  transportation  companies. 


RENTAL  PAYMENTS  TO  OTHERS  -  $639 


FY  1994  FY  1995  Net 

Estimate  Estimate  Change 


Office  Rent  599  631  +32 

Other  Rent  _lg  _g  -10 

TOTAL 6_L7 6J9_ ±22 
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The  $639  requested  for  Rental  Payments  to  Others  includes  the  following:  (1)  annual 
rental  for  current  office  space;  (2)  rental  of  conference  facilities  for  public  functions;  and  (3) 
postage  meters  rental.  In  fiscal  year  1994  the  Institute  renegotiated  its  office  lease  and 
obtained  a  limited  increase  in  space  and  a  reduction  in  total  rent 


COMMUNICATIONS.  UTILITIES.  AND  MISCELLANEOUS  CHARGES  -  $306 


FY  1994 

Estimate 


FY  1995 

Estimate 


Net 

Change 


Telephones 

Data  Communications 

110 
18 

113 
20 

+3 
+2 

Postage 

150 

173 

±23. 

TOTAL 

278 

306 

+28 

PRINTING  AND  REPRODUCTION  -  $457 

FY  1994 

FY  1995 

* 

Net 

Estimate 

Estimate 

Change 

Program  Printing 

Miscellaneous  Printing  (non-program) 

467 
18 

440 
17 

-27 
-1 

TOTAL 

485 

457 

-28 

Program  printing  estimates  include  the  following  major  printing  activities: 

(1)       Grant  Program  -  Books  and  monographs 
brochures  and  application  forms. 

of  grant  projects,  departmental 

(2)      Jennings  Randolph  Fellowship  Progra 

m  --  Books, 

monographs, 

and 

ocassional  papers  from  fellowship  projects,  program  brochures,  and  fellow- 
ship applications  and  materials. 

(3)  Research  and  Studies  Program  —  Books,  monographs,  occasional 
papers,  study  group  reports,  and  miscellaneous  departmental  materials. 

(4)  Education  and  Training  -  National  Peace  Essay  and  Teachers  Summer 
Institute  promotional  materials  and  curriculum  materials. 

(5)  Publications  and  Marketing  -  Periodicals  (Journal  and  In  Brief), 
corporate  and  departmental  materials. 

(6)  Public  Affairs  and  Information  -  Biennial  Report,  Matsunaga  Peace 
Medal  promotional  materials,  and  public  outreach  and  departmental  materials. 

(7)  Special  Middle  East  Program  -  Reports  and  occasional  papers. 

(8)  Religion,  Ethics,  and  Human  Rights  --  Project  reports. 

(9)  Rule  of  Law  Initiative  -  Directory,  anthology,  reports,  and  monographs. 
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The  $28  decrease  in  program  printing  is  due  to  (1)  no  Biennial  Report  printing 
costs  in  fiscal  year  1995;  (2)  reduction  in  printing  quantities  and  dissemination  due 
to  refined  mailing  lists;  (3)  use  of  out-of-town  book  printers  for  non-fast  track 
printing  projects,  which  lowers  costs;  (4)  when  schedules  permit,  printing  two  or 
more  items  on  the  same  stock  at  the  same  time,  which  lowers  the  cost;  (5) 
standarization  of  report  sizes  which  results  in  reduced  printing  costs,  lower  postal 
rates,  and  use  of  less  paper;  and  (6)  the  use  of  more  cost-effective  stock  paper, 
including  recycled  paper. 


OTHER  SERVICES  -  $1816 


Program 

General  (non-program) 

GRAND  TOTAL 


FY1994 

Estimate. 

1216 
39Q 

ISM. 


FY  1995 

Estimate 

1504 
312 


1816 


Net 
Change 

+288 
-78 

+210 


Program-related  Other  Services  includes  the  following:  (1)  National  Peace  Essay  Contest 
support  services;  (2)  editorial  and  mail  house  services;  (3)  services  to  provide  research 
support  to  fellows;  (4)  services  by  grant  and  fellowship  panelists  and  reviewers  and 
conference  participants;  and  (5)  miscellaneous  project-related  expenses  such  as  translation 
and  transcription  services. 

General  contracting  covers  the  mandated  annual  financial  audit,  reimbursable  accounting 
and  personnel/payroll  services  with  the  General  Services  Administration  (GSA),  equipment 
maintenance  agreements,  and  miscellaneous  contracting. 

The  $210  increase  will  be  used  largely  to  support  contracting  activities  of  the  proposed 
expanded  Education  and  Training  Program. 


SUPPLIES  AND  MATERIALS  -  $134 


TOTAL 


FY  1994 

Estimate 

146 


FY  1995 

Estimate 

134. 


Net 
Change 

-12 


The  $134  requested  for  supplies  and  materials  covers  periodical  subscriptions,  specialized 
program  and  computer  software  and  supplies,  and  general  office  supplies. 

The  $12  decrease  is  due  to  reduced  subscription  charges  and  computer  software  upgrade 
purchases. 


1074 


FURNITURE  AND  EQUIPMENT  -  $85 


Furniture  and  Equipment 
Library  Acquisitions  (Books) 

IQIAL 


FY  1994 

Esumate 

257 
_25 

2S2_ 


FY  1995 

Estimate 

66 
_19_ 

85_ 


Net 
Change 

-191 
^6. 

-197 


The  $257  needed  in  FY  94  will  be  used  largely  for  the  installation  of  an  enhanced  telephone 
system  and  library  shelving.  These  expenditures  are  not  required  in  fiscal  year  1995. 


GRANTS.  SUBSIDIES  AND  CONTRIBUTIONS  -  $4057 


Grants 

Jennings  Randolph  Fellowships 
Scholarships  (National  Peace  Essay  Contest) 
Scholarships  (Matsunga  Scholars) 
Peace  Medal  Awards 


FY  1993 

FY  1994 

Net 

Estimate. 

Estimate. 

Change 

3124 

2852 

-272 

941 

980 

+39 

60 

60 

— 

— 

155 

+155 

50 

— 

-50 

TOTAL 


4175 


4047 


d2& 


$2852  of  the  $4057  requested  for  Grants,  Subsidies,  and  Contributions  will  be  used  for 
solicited  and  unsolicited  grants.  Grants  are  made  for  the  following  categories:  research 
and  studies,  education  and  training,  and  library  and  information  services. 

The  $980  requested  for  the  Jennings  Randolph  Fellowship  Program  will  support  2 
Distinguished  Fellows,  2  Visiting  Distinguished  Fellow,  9  Peace  Fellows,  and  10  Peace 
Scholars. 

The  $60  requested  for  scholarships  represents  award  payments  for  the  annual  National 
Peace  Essay  Contest  winners. 

The  $155  requested  will  support  Matsunaga  Scholarships  for  the  proposed  expanded 
Education  and  Training  Program. 


The  $128  decrease  reflects  a  decrease  in  the  Grants  Program  activities  because  of  budget 
constraints. 
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UNITED  STATES  INSTITUTE  OF  PEACE 

Amounts  Available  for  Obligation 

Appropriated  Funds 

(in  thousands) 


1993  actual 1994  est.        1995  est 


Appropriation 1 1.000  10,912  12.307 

Reduction  Pursuant  to  P.L.  102-394 -88  __=:  — - 

Adjusted  Appropriation 10.912  10.912  12.307 

Recovery  of  prior  year  obligations 37  —  — 

Reduction  Pursuant  to  P.L.  102-394 88 

Unobligated  balance  available,  start  of  year 2  179  — 

Unobligated  balance  available,  end  of  year. -179  —  — 

Total  Budgetary  Resources 10,860  11,091  12,307 
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APPENDIX   A 

UNITED  STATES  INSTITUTE  OF  PEACE 

1 550  M  Street.  NW.  Suite  700      Washington,  DC    20005-1708      202  457-1700      Fax  202  429-6063 

UNITED  STATES  INSTITUTE  OF  PEACE 
OFFICERS  AND  SENIOR  STAFF 


Officers 

Richard  H.  Solomon  became  president  of  the  Institute  in  September  1993,  having  most  recently  served 
as  assistant  secretary  of  state  for  East  Asian  and  Pacific  Affairs  (1989-92)  and  U.S.  ambassador  to  the  Philippines 
(1992-93).  As  assistant  secretary.  Dr.  Solomon  negotiated  the  first  UN  Termanent  Five"  peacemaking  agreement 
for  Cambodia,  had  a  leading  role  in  the  dialogue  on  nuclear  issues  among  the  United  States  and  North  and 
South  Korea,  helped  establish  the  Asia-Pacific  Economic  Cooperation  (APEC)  initiative,  and  led  U.S. 
negotiations  with  Japan,  Mongolia,  and  Vietnam  on  important  bilateral  matters.  In  the  Philippines,  he 
coordinated  the  closure  of  the  U.S.  naval  bases  and  developed  a  new  framework  for  bilateral  and  regional 
security  cooperation.  Dr.  Solomon  previously  served  as  director  of  the  State  Department's  policy  planning  staff 
(1986-89),  and  senior  member  at  the  National  Security  Council  staff  (1971-76)  where  he  was  involved  in  the 
process  of  normalizing  relations  with  the  People's  Republic  of  China.  From  1976  to  1986  he  was  head  of  the 
social  science  department  at  the  RAND  Corporation.  He  began  his  career  as  a  professor  of  political  science  at  the 
University  of  Michigan  (1966-71).  He  has  written  numerous  professional  articles  and  authored  or  edited  six 
books,  including  Mao's  Revolution  and  Chinese  Political  Culture  (1971),  A  Revolution  Is  Not  a  Dinner  Party  (1976), 
The  China  Factor  (1979),  and  Nuclear  Dilemmas  and  Asian  Security  (1986).  Dr.  Solomon  earned  a  Ph.D.  in  political 
science  from  the  Massachusetts  Institute  of  Technology. 

Charles  E.  Nelson  is  executive  vice  president.  Mr.  Nelson  previously  served  as  vice  president  of  an 
American  export  trading  company  conducting  business  with  Latin  America.  Previously,  he  was  an  executive  in 
the  RAND  Corporation's  housing  and  civil  justice  programs.  He  also  worked  as  a  lawyer,  manager,  and  senior 
administrator  in  the  United  States  Agency  for  International  Development  and  in  a  private  consulting  firm  on 
economic  and  social  development  programs  in  the  Middle  East,  Africa  and  Latin  America.  Mr.  Nelson  holds  an 
A.B.  degree  (magna  cum  laude)  from  Harvard  University  and  an  LL.B.  from  Harvard  Law  School  and  has 
completed  graduate  courses  at  the  London  School  of  Economics  and  the  National  War  College. 

Charles  Duryea  Smith  is  general  counsel.  He  was  special  assistant  to  Senator  Spark  Matsunaga 
(Chairman  of  the  Commission  on  Proposals  for  the  National  Academy  for  Peace  and  Conflict  Resolution)  and 
drafted  both  the  final  report  and  the  legislation  that  became  the  United  States  Institute  of  Peace  Act.  He  served 
on  the  staffs  of  Federal  commissions  reporting  on  the  internment  of  citizens  during  World  War  II  and  US. 
immigration  and  refugee  policy;  is  a  former  Peace  Corps  volunteer;  and  has  worked  in  the  fields  of  criminal, 
constitutional,  and  immigration  law.  Mr.  Smith  edited  The  Hundred  Percent  Challenge:  Building  a  National  Institute 
of  Peace.  He  holds  an  A.B.  degree  from  Oberlin  College,  an  M.A.  degree  in  English  from  Washington  University 
(St.  Louis),  and  a  J.D.  from  Boston  University  School  of  Law,  and  has  done  postgraduate  work  at  Harvard  Law 
School. 

Kenneth  M.  Jensen  is  director  of  special  programs.  Dr.  Jensen  holds  degrees  from  the  University  of 
Colorado,  the  University  of  Wisconsin,  and  Moscow  State  University.  Dr.  Jensen's  doctoral  research  and 
subsequent  scholarship  has  focused  on  Russian  Marxist  social  and  political  thought  He  is  the  author  of  Beyond 
Marx  and  Mach  and  numerous  articles,  papers,  and  reviews  in  the  Russian,  Soviet  and  East  European  field.  He  is 
consulting  editor  of  Studies  in  Soviet  Thought.  Dr.  Jensen  is  also  editor  (with  Fred  E.  Baumann)  of  three  recently 
published  books  on  American  policy  issues:  American  Defense  Policy  and  Liberal  Democracy;  Crime  and  Punishment: 
Issues  in  Criminal  Justice;  and  Religion  and  Politics. 
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Senior  Staff 

Jeanne  Bohlen  is  director  of  the  Jeannette  Rankin  Library  Program.  Ms.  Bohlen  came  to  the  Institute 
from  INDEPENDENT  SECTOR,  where  she  was  vice  president  for  membership,  with  responsibilities  for 
membership  recruitment  and  retention,  grants  administration,  and  the  annual  membership  meeting  and 
assembly.  She  was  the  founding  director  of  The  Foundation  Center's  Cleveland  field  office,  which  included  a 
library  serving  grantmakers  and  grantseekers  in  18  mid  western  states.  Earlier  positions  include  reference 
supervisor  at  Kansas  City  (MO)  Public  Library,  editor  of  book  publications  at  University  Microfilms,  Inc.,  and 
Warrensburg  Librarian  at  Trails  Regional  Library  System.  She  has  been  active  in  many  professional 
organizations,  including  holding  elective  office  in  both  the  Special  Libraries  Association  and  the  American 
Library  Association.  Ms.  Bohlen  received  her  M.LS.  degree  from  Rutgers  University  and  her  A.B.  degree  from 
Oberlin  College  with  a  major  in  physics. 

Sheryl  J.  Brown  is  executive  assistant  and  was  previously  senior  program  officer  officer  in  the  Research 
and  Studies  Program.  She  came  to  the  Institute  after  having  served  from  1988  to  1989  as  deputy  associate 
director  of  Boston  University's  Instititute  for  Democratic  Communication  (based  in  Washington,  DC).  Prior  to 
that,  she  was  a  fellow  at  the  Institute  for  Philosophic  Studies  at  the  University  of  Dallas  (1973-1985),  and  director 
of  the  library  at  the  Northwood  Institute  in  Texas  (1979-1981).  Dr.  Brown  has  written  and  edited  various 
publications  on  foreign  and  public  policy  issues,  philosophy,  and  literature.  Since  1991,  she  has  been  an 
instructor  of  classical  Greek  history  at  Georgetown  University.  Dr.  Brown  holds  a  Ph.D.  in  political  philosophy 
and  western  literature  and  an  M.A.  in  western  literature  from  the  University  of  Dallas. 

Bernice  J.  Carney  is  director  of  administration.  She  brings  to  her  position  more  than  30  years  of 
experience  with  agencies  of  the  federal  government.  For  16  years,  Ms.  Carney  served  on  the  staff  of  the 
President's  Council  on  Environmental  Quality,  where  her  last  position  was  Chief  Administrative  Officer. 

Hrach  Gregorian  is  director  of  the  Education  and  Training  Program.  Prior  to  that.  Dr.  Gregorian  held 
several  positions  at  the  National  Endowment  for  the  Humanities,  where  he  conducted  special  research  projects 
in  the  Division  of  State  Programs;  served  as  a  program  officer  in  the  Office  of  the  Bicentennial  of  the  U.S. 
Constitution;  and  was  coordinator  of  the  Endowment's  special  initiative  on  the  Foundations  of  American 
Society.  As  a  faculty  member  at  Simmons  College  in  Boston,  Dr.  Gregorian  was  assistant  professor  and  acting 
chairman  of  the  Political  Science  Department.  His  principal  areas  of  academic  and  professional  interest  are 
international  relations,  political  philosophy  and  American  political  institutions  and  thought.  He  received  a  B.A. 
degree  from  Boston  University  and  his  M.A.  and  Ph.D.  degrees  from  Brandeis  University.  Dr.  Gregorian  is  a 
consulting  editor  of  the  quarterly  journal  Ararat  and  has  published  articles  in  several  journals  and  college 
textbooks. 

Joseph  Kiaits  is  acting  director  of  the  Jennings  Randolph  Fellowship  Program.  Prior  to  joining  the 
Institute  in  1991,  he  was  professor  of  history  of  Oakland  University  (Michigan)  from  1969  to  1991.  Dr.  Kiaits  is 
coeditor  of  The  Global  Ramifications  of  the  French  Revolution  (1994)  and  Liberty/Liberte:  The  American  and  French 
Experiences  (1991),  and  author  of  numerous  other  works.  Dr.  Kiaits  has  received  fellowships  from  the  American 
Council  of  Learned  Societies,  the  National  Endowment  for  the  Humanities,  and  the  Folger  Shakespeare  Library. 
He  also  served  as  academic  advisor  to  the  European  Fulbright  program,  visiting  associate  professor  at  The 
Catholic  University  of  America,  and  consultant  to  the  West  European  program  at  the  Woodrow  Wilson 
International  Center  for  Scholars.  Dr.  Kiaits  holds  a  B.A.  from  Columbia  University  and  an  M.A.  and  a  Ph.D. 
from  the  University  of  Minnesota. 

David  Little  is  a  senior  scholar  concentrating  on  questions  of  religion,  human  rights,  and  ethics.  In  this 
capacity,  he  directs  the  Institute's  working  group  on  Religion,  Ideology,  and  Peace.  Dr.  Little  previously  was  one 
of  the  Institute's  distinguished  fellows.  He  was  professor  of  religious  studies  at  the  University  of  Virginia  and 
has  held  teaching  positions  at  Harvard  University  and  Yale  University,  and  fellowshiops  at  Amherst  College, 
Brown  University,  the  University  of  Colorado,  and  Haverford  College.  He  is  the  author  of  numerous  books, 
including  Religion,  Order  and  Law;  American  Foreign  Policy  and  Moral  Rhetoric;  Comparative  Religious  Ethics;  and 
Human  Rights  and  the  Conflict  of  Values,  and  has  contributed  to  a  number  of  edited  volumes  and  journals.  Dr. 
Little  received  his  D.Th.  from  Harvard  University  and  has  graduate  training  in  the  philosophy  of  law  and  ethics. 
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Michael  S.  Lund  is  a  senior  scholar  who  directs  an  initiative  on  preventive  diplomacy.  Dr.  Lund  is  a 
former  Peace  Corps  volunteer,  professor  of  government  and  public  policy,  and  public  policy  analyst  at  the 
Urban  Institute  and  several  federal  agencies.  His  teaching,  research,  and  publications  have  focused  on  political 
development,  especially  in  Western  Europe  and  Africa;  public  policymaking  and  administration  in  the  United 
States  and  elsewhere;  the  evaluation  of  public  policy  performance;  and  the  relationship  between  research  and  the 
policy  process.  Dr.  Lund  is  coeditor  of  The  Reagan  Presidency  and  The  Governing  of  America  and  Beyond 
Privatization:  The  Tools  of  Government  Action.  He  holds  a  B.A  degree  in  philosophy  from  Augustana  College,  a 
B.D.  degree  from  Yale  Divinity  School,  and  an  M.  A.  degree  and  PhD.  in  political  science  from  the  University  of 
Chicago. 

Gregory  M.  McCarthy  is  director  of  public  affairs  and  information.  Prior  to  joining  the  Institute,  he  was 
on  the  staff  of  the  National  Council  on  U.S.-Arab  Relations  where  he  created  and  directed  programs  involving 
grants,  teacher  training,  and  a  variety  of  grassroots  educational  activities.  He  also  managed  two  academic 
scholarship  programs  for  high  school  students  and  college  faculty  in  five  Middle  Eastern  countries.  Mr. 
McCarthy  holds  a  B.S.  degree  in  international  economics  from  Georgetown  University. 

Alan  D.  Romberg  is  director  of  the  Research  and  Studies  Program.  Previously,  Mr.  Romberg  was  the 
CV.  Starr  Senior  Fellow  for  Asia  at  the  Council  on  Foreign  Relations  (New  York)  for  nine  years.  In  that  capacity, 
he  coordinated  all  Council  study  groups  and  other  activities  on  East  and  Southeast  Asia  and  wrote  numerous 
articles  for  scholarly  journals  and  newspapers.  From  1964  to  1985,  Mr.  Romberg  served  the  Department  of  State 
in  various  positions  dealing  with  East  and  Southeast  Asia,  including  as  a  member  of  the  policy  planning  staff 
and  as  director  of  the  office  of  Japanese  affairs.  He  was  also  a  staff  member  of  the  National  Security  Council.  He 
was  deputy  spokesman  and  senior  deputy  assistant  secretary  of  state  for  public  affairs  from  1981  to  1985.  Mr. 
Romberg  received  the  Department's  Distinguished  Honor  Award  in  1984.  He  holds  a  B.A.  from  Princeton 
University  and  an  M.A.  in  Soviet  studies  from  Harvard  University. 

David  R.  Smock  is  acting  director  of  the  Grant  Program.  Dr.  Smock  was  a  staff  member  of  the  Ford 
Foundation  from  1964  to  1980,  serving  in  Nigeria,  Ghana,  Kenya,  and  Lebanon,  as  well  as  in  New  York.  From 
1975  to  1980,  he  served  as  director  of  the  South  African  Education  Program,  a  scholarship  program  that  brings 
black  South  African  students  to  U.S.  universities.  During  that  time  he  was  also  vice  president  for  program 
development  and  research  for  the  Institute  of  International  Education  in  New  York.  From  1986  to  1989  he  was 
executive  associate  to  the  president  of  the  United  Church  of  Christ,  after  which  he  became  executive  director  of 
International  Voluntary  Services,  supervising  development  projects  in  Africa,  Asia,  and  Latin  America.  Dr. 
Smock  is  editor  of  Making  War  and  Waging  Peace:  Foreign  Intervention  in  Africa  (1993)  and  author  of  Religious 
Perspectives  on  War.  Christian,  Muslim,  and  Jewish  Attitudes  Toward  Force  After  the  Gulf  War.  He  received  a  PhD.  in 
anthropology  from  Cornell  University  and  holds  an  M.Div.  from  New  York  Theological  Seminary. 
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APPENDIX    B 

UNITED  STATES  INSTITUTE  OF  PEACE 

1550  M  Street,  NW.  Suite  700      Washington,  D  C    20005-1708      202  457-1700      Fax  202  429-6063 

UNITED  STATES  INSTITUTE  OF  PEACE 
BOARD  OF  DIRECTORS 


The  United  States  Institute  of  Peace  Act  vests  the  powers  of  the  corporation  in  a  fifteen-member  board 
of  directors.  Eleven  members  of  the  board  are  drawn  from  outside  of  federal  service  and  are  appointed 
by  the  President,  with  the  advice  and  consent  of  the  Senate,  to  four  year  terms.  They  may  serve  beyond 
the  expiration  of  their  terms  until  they  are  replaced.  An  individual  may  be  appointed  to  no  more  than 
two  terms. 

Four  members  of  the  board  serve  ex  officio.  They  are  the  secretaries  of  state  and  defense  and  the 
director  of  the  Arms  Control  and  Disarmament  Agency  (these  officers  may  designate  another  person 
from  their  department  or  agency  who  has  been  appointed  with  the  advice  and  consent  of  the  Senate) 
and  the  president  of  the  National  Defense  University  or,  if  he  so  designates,  the  vice  president.  No 
more  than  eight  of  the  fifteen  voting  members  of  the  board  may  be  of  the  same  political  party.  The 
president  of  the  United  States  Institute  of  Peace  is  a  nonvoting  member  of  the  board. 

Chairman 

Chester  Crocker  was  elected  chairman  of  the  board  of  directors  in  September  1992.  He  is 
Distinguished  Research  Professor  of  Diplomacy  at  the  Georgetown  University  School  of  Foreign 
Service.  In  1989  and  1990,  Dr.  Crocker  was  a  distinguished  fellow  in  the  Institute's  Jennings  Randolph 
Program  for  International  Peace.  While  there,  he  began  preparation  of  a  book.  High  Noon  in  Southern 
Africa:  Making  Peace  in  a  Rough  Neighborhood  (Norton,  1992),  focusing  on  the  U.S.  role  in  conflict 
resolution  in  the  1980s.  From  1981-1989,  Dr.  Crocker  was  assistant  secretary  of  state  for  African  affairs. 
He  was  the  principal  diplomatic  architect  and  mediator  in  the  prolonged  negotiations  among  Angola, 
Cuba,  and  South  Africa  which  led  to  the  deployment  of  UN  peacekeeping  forces  and  election  observers 
during  Namibia's  transition  to  democratic  governance  and  independence,  and  to  the  withdrawal  of 
Cuban  forces  from  Angola.  He  received  the  Presidential  Citizens  Medal  in  1989.  Prior  to  joining  the 
Georgetown  faculty  in  1972,  Dr.  Crocker  was  a  staff  member  at  the  National  Security  Council.  He  has 
written  numerous  articles  for  foreign  policy  journals  and  is  the  coeditor  of  South  Africa  into  the  1980s. 
He  earned  a  Ph.D.  in  international  politics  and  African  studies  from  the  Johns  Hopkins  School  of 
Advanced  International  Studies. 

Vice  Chairman 

Max  M.  Kampehnan  was  elected  vice  chairman  of  the  board  of  directors  in  September  1992.  He 
was  counselor  of  the  Department  of  State  and  ambassador  and  head  of  U.S.  delegation  to  the 
negotiations  on  nuclear  and  space  arms  in  Geneva,  before  returning  in  January  1989  to  the  law  firm  of 
Fried,  Frank,  Harris,  Shriver  &  Jacobson  as  a  Washington-based  partner.  Ambassador  Kampelman  is 
former  chairman  of  Freedom  House  and  former  chairman  of  the  board  of  governors  of  the  United 
Nations  Association.  His  past  government  appointments  include  head  of  U.S.  delegation  with  rank  of 
ambassador  to  the  Conference  on  Security  and  Cooperation  in  Europe,  both  in  Madrid  from  1980-83  and 
to  subsequent  CSCE  conferences  in  Copenhagen,  Geneva,  and  Moscow.  An  educator.  Ambassador 
Kampelman  received  a  J.D.  from  New  York  University  and  a  Ph.D.  from  the  University  of  Minnesota 
where  he  taught  from  1946-48.  He  also  served  on  the  faculties  of  Bennington  College,  Claremont 
College,  the  University  of  Wisconsin,  and  Howard  University.  Ambassador  Kampelman  was  founder 
and  moderator  of  the  public  affairs-  program  Washington  Week  in  Review,  and  received  the 
Presidential  Citizens  Medal  from  President  Reagan  in  1989.  His  book.  Entering  New  Worlds:  The 
Memoirs  of  a  Private  Man  in  Public  Life,  was  published  by  HarperCollins  in  1991. 


1083 


Membera 

Dennis  L.  Bark  is  a  senior  fellow  of  the  Hoover  Institution  on  War,  Revolution  and  Peace  at 
Stanford  University.  Dr.  Bark  received  his  undergraduate  training  at  Stanford  and  his  Ph.D.  in 
modern  European  history  and  political  science  summa  cum  laude  from  the  Free  University  of  Berlin. 
Recipient  of  a  number  of  fellowships,  he  has  been  a  member  of  the  President's  Commission  on  White 
House  Fellowships  and  chairman  of  the  United  States  Coast  Guard  Academy  Advisory  Committee.  Dr. 
Bark  is  the  author  or  editor  of  several  books,  including  Agreement  on  Berlin:  A  Study  of  the  1970-72 
Quadripartite  Negotiations;  To  Promote  Peace:  U.S.  Foreign  Policy  in  the  Mid-1980s;  and  (with 
Annelise  Anderson)  Thinking  About  America:  The  United  States  in  the  1990s.  In  addition,  Dr.  Bark  is 
co-author  with  David  R.  Gress  of  A  History  of  West  Germany:  Vol.  1,  From  Shadow  to  Substance,  1945- 
1963;  Vol.  2,  Democracy  and  Its  Discontents,  1963-1991. 

Thomas  E.  Harvey  is  senior  vice  president  and  general  counsel  of  the  Corporation  for  Public 
Broadcasting.  He  was  previously  director  of  special  projects  at  Business  Executives  for  National 
Security  (BENS)  and  has  held  several  senior  positions  in  the  U.S.  government,  including  deputy 
administrator  of  the  Veterans  Administration,  general  counsel  and  congressional  liaison  of  the  United 
States  Information  Agency,  chief  counsel  and  staff  director  of  the  Veterans  Affairs  Committee  of  the 
United  States  Senate.  He  was  also  a  White  House  Fellow.  Earlier,  Mr.  Harvey  practiced  law  in  New 
York  with  the  firm  of  Milbank,  Tweed,  Hadley  and  McCloy.  Between  1966  and  1971,  he  served  on 
active  duty  with  the  United  States  Army  and  was  awarded  fourteen  decorations  for  valor  and  service 
in  combat.  The  author  of  numerous  articles  on  legal  and  national  security  issues,  Mr.  Harvey  has  been 
an  adjunct  professor  of  international  affairs  at  the  Georgetown  University  School  of  Foreign  Service. 
He  received  B.A.  and  J.D.  degrees  from  the  University  of  Notre  Dame  and  holds  an  LL.M.  degree  from 
the  New  York  University  School  of  Law. 

Theodore  M.  Hesburgh,  C.S.C.,  is  president  emeritus  of  the  University  of  Notre  Dame,  where 
he  was  president  for  35  years,  from  1952  to  1987,  the  longest  tenure  among  active  presidents  of  American 
institutions  of  higher  learning.  Among  his  accomplishments  at  Notre  Dame  was  the  establishment  of 
the  Institute  for  International  Peace  Studies,  whose  advisory  committee  he  chairs.  Father  Hesburgh 
has  held  14  presidential  appointments  relating  to  civil  and  human  rights,  Vietnam  War  objectors, 
atomic  energy,  Third  World  development,  and  immigration  reform.  In  1957,  he  became  a  charter 
member  of  the  U.S.  Civil  Rights  Commission,  and  he  was  its  chairman  from  1969-1972.  As  ambassador 
to  the  1979  U.N.  Conference  on  Science  and  Technology  for  Development,  he  was  the  first  Catholic 
priest  to  serve  in  a  formal  diplomatic  role  for  the  U.S.  government. 

William  R.  Kintner  was  United  States  ambassador  to  Thailand  between  1973  and  1975.  A 
graduate  of  the  United  States  Military  Academy  at  West  Point,  Ambassador  Kintner  received  his 
Ph.D.  from  Georgetown  University.  Following  a  distinguished  Army  career,  which  included  service  in 
the  Normandy  landing  and  in  the  Korean  conflict  (for  which  he  received  the  Legion  of  Merit  with  oak 
leaf  cluster  and  the  Bronze  Star  with  oak  leaf  cluster),  Ambassador  Kintner  became  a  professor  of 
political  science  at  the  University  of  Pennsylvania,  where  he  was  later  president  and  director  of  the 
Foreign  Policy  Research  Institute.  He  has  also  been  editor  of  the  quarterly  journal  Orbis,  a  Fellow  of 
the  Hudson  Institute,  a  member  of  the  Board  of  Foreign  Scholarships,  a  member  of  the  Council  on 
Foreign  Relations,  and  a  member  of  the  board  of  Freedom  House.  He  is  the  author  or  co-author  of 
numerous  books,  including  The  Front  is  Everywhere;  Peace  and  the  Strategic  Conflict;  Protracted 
Conflict;  Building  the  Atlantic  World;  The  New  Frontier  of  War;  and  Soviet  Global  Strategy. 

Christopher  Hallowell  Phillips  has  more  than  forty  years  of  experience  in  government  and 
international  business.  His  diplomatic  service  includes  postings  as  U.S.  ambassador  to  Brunei,  deputy 
permanent  VS.  representative  to  the  United  Nations,  and  US.  representative  to  the  UN  Economic  and 
Social  Council.  He  has  also  been  vice  chairman  of  the  U.S.  Civil  Service  Commission,  deputy  assistant 
secretary  of  state  for  international  organization  affairs,  and  a  Massachusetts  state  senator.  In  the 
private  sector,  Ambassador  Phillips  served  as  founding  president  of  the  U.S. -China  Business  Council 
from  1973-86  and  president  of  the  U.S.  Council  of  the  International  Chamber  of  Commerce.  He  is  a 
member  of  the  Council  on  Foreign  Relations  and  the  advisory  council  of  the  Johns  Hopkins  University 
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School  of  Advanced  International  Studies,  and  is  a  fellow  of  the  American  Academy  of  Arts  and 
Sciences.  A  1943  graduate  of  Harvard  University,  Ambassador  Phillips  served  in  the  U.S.  Army  Air 
Corps  from  1942-46  and  on  the  staff  of  the  Supreme  Commander  Allied  Powers,  Tokyo,  from  1945-46. 

Elspeth  Davies  Rostow  served  as  chairman  of  the  Institute's  board  from  July  1991  through 
September  1992,  after  serving  two  and  one-half  years  as  vice  chairman.  Professor  Rostow  is  Stiles 
Professor  of  American  Studies  Emerita  and  Professor  of  Government  at  the  Lyndon  B.  Johnson  School  of 
Public  Affairs,  the  University  of  Texas  at  Austin,  where  she  was  formerly  dean.  She  is  a  graduate  of 
Barnard  College  and  has  received  advanced  degrees  from  Radcliffe  College  and  Cambridge  University. 
Professor  Rostow's  teaching  has  concentrated  in  the  areas  of  American  studies  and  U.S.  foreign  policy. 
She  has  taught  and  lectured  at  all  five  senior  military  colleges,  the  Foreign  Service  Institute,  and  six 
universities.  She  also  serves  on  the  board  of  directors  of  the  National  Academy  of  Public 
Administration.  She  is  the  author  of  numerous  articles  and  three  books:  Europe's  Economy  After  the 
War,  America  Now,  and  The  Coattailless  Landslide. 

Mary  Louise  Smith  was  the  national  chairman  of  the  Republican  Party  from  1974  to  1977,  the 
only  woman  ever  to  have  held  this  position,  and  has  been  active  in  Iowa  and  national  politics  for  over 
three  decades.  She  has  been  a  member  of  United  States  delegations  to  United  Nations  conferences  in 
New  York,  Paris,  and  Geneva  and  was  a  member  of  the  President's  Commission  for  the  Observance  of 
the  25th  Anniversary  of  the  United  Nations  in  1970-1971.  Mrs.  Smith  was  named  vice  chair  of  the 
United  States  Commission  on  Civil  Rights  when  the  Commission  was  reorganized  in  1982,  serving  until 
1984.  A  graduate  of  the  University  of  Iowa,  Mrs.  Smith  has  received  honorary  degrees  from  Grinnell 
College  and  Drake  University.  She  is  a  founding  member  of  the  Iowa  Women's  Political  Caucus,  a 
member  of  the  advisory  board  of  the  National  Women's  Political  Caucus  and  the  Iowa  Centennial 
Memorial  Foundation,  a  trustee  of  the  Hoover  Presidential  Library  Association,  and  a  former  board 
member  of  the  Iowa  Peace  Institute. 

W.  Scott  Thompson  is  professor  of  international  politic;,  at  the  Fletcher  School  of  Law  and 
Diplomacy  at  Tufts  University.  A  Rhodes  Scholar  and  a  graduate  of  Stanford  and  Oxford  Universities, 
Dr.  Thompson  has  been  a  White  House  Fellow,  an  assistant  to  the  secretary  of  defense,  and  an  associate 
director  of  the  United  States  Information  Agency.  He  is  the  author  or  editor  of  numerous  books  and 
articles  on  foreign  policy;  a  founding  member  of  the  board  of  the  Committee  on  the  Present  Danger;  a 
member  of  the  Council  on  Foreign  Relations  and  the  International  Institute  for  Strategic  Studies;  and  a 
member  of  the  board  of  the  Institute  for  Strategic  Trade. 

Allen  Weinstein  is  founder  and  president  of  The  Center  for  Democracy.  He  was  professor  of 
history  for  a  number  of  years  at  Smith  College,  Georgetown  University  and  Boston  University,  among 
other  institutions.  Most  recently,  he  served  as  Distinguished  Visiting  Professor  at  Florida 
International  University  (Miami)  in  Spring  1992.  In  1986,  Professor  Weinstein  was  awarded  the  United 
Nations  Peace  Medal  for  his  work  in  promoting  a  peaceful  political  transition  in  the  Philippines  and 
peaceful  resolution  of  the  conflict  in  El  Salvador.  In  1990  he  received  the  Council  of  Europe's  Silver 
Medal  for  efforts  related  to  assisting  democratization  in  Europe  and  Latin  America.  Previously  he  was 
project  director  of  the  group  which  created  the  National  Endowment  for  Democracy  and  became  its 
acting  president,  and  later  president  of  the  Center  for  the  Study  of  Democratic  Institutions.  He  was 
also  a  member  of  the  editorial  board  of  The  Washington  Post  and  editor  of  The  Washington  Quarterly 
and  The  Center  Magazine.  A  prize-winning  historian,  Professor  Weinstein  is  the  author  of  many  books, 
including  Perjury:  The  Hiss-Chambers  Case;  Freedom  and  Crisis:  An  American  History;  and  Between 
the  Wars:  American  Foreign  Policy  from  Versailles  to  Pearl  Harbor. 

Ex  Officio  Members 

Arms  Control  and  Disarmament  Agency 

John  D.  Holum  became  director  of  the  U.S.  Arms  Control  and  Disarmament  Agency  (ACDA)  on 
November  22, 1993  and,  thereby,  an  ex  officio  member  of  the  Institute's  board.  Previously,  Mr.  Holum 
was  an  attorney  at  the  law  firm  of  O'Melveny  &  Myers,  where  he  concentrated  on  regulatory 
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proceedings  and  enforcement,  especially  international  matters  and  utilities  cases.  He  also  served  as  a 
defense  and  foreign  policy  advisor  to  candidate  Bill  Clinton  during  the  1992  Presidential  campaign. 
From  1979  to  1981,  Mr.  Holum  served  on  the  Policy  Planning  Staff  at  the  Department  of  State,  working 
on  arms  control  and  legal  issues  and  drafting  speeches  and  testimony  for  Secretaries  Cyrus  Vance  and 
Edwin  Muskie  and  Deputy  Secretary  Warren  Christopher.  He  was  a  member  of  Senator  George 
McGovem's  staff  from  1965  to  1979,  serving  as  legislative  director  and  managing  the  senator's  work  on 
the  Foreign  Relations  Committee.  Mr.  Holum  received  a  J.D.  from  George  Washington  University  Law 
School,  and  his  undergraduate  education  was  in  mathematics  and  physical  sciences  from  Northern 
State  Teachers  College  (South  Dakota) 

Department  of  Defense 

Walter  B.  Slocombe  has  served  as  principal  deputy  under  secretary  of  defense  for  policy  since 
June  1993  and  was  named  by  Secretary  of  Defense  Aspin  to  serve  on  the  Institute's  board.  Previously,  he 
served  in  the  Carter  Administration  as  deputy  under  secretary  of  defense  for  policy  planning  and  as 
principal  deputy  assistant  secretary  of  defense  for  international  security  affairs.  In  both  positions,  he 
served  concurrently  as  director  of  the  Department  of  Defense  SALT  task  force.  Immediately  prior  to 
joining  the  Clinton  Administration,  Slocombe  had  been  a  member  of  Caplin  &  Drysdale,  Chartered,  a 
Washington,  D.C.  law  firm.  In  1970-71,  Slocombe  was  a  research  associate  at  the  International 
Institute  for  Strategic  Studies  in  London.  In  1969  and  1970,  he  was  a  member  of  the  program  analysis 
office  of  the  National  Security  Council  staff.  The  author  of  several  papers  and  articles  on  strategic 
issues,  Slocombe  has  served  as  a  consultant  to  the  RAND  Corporation  and  the  Strategic  Air  Command 
Technical  Advisory  Committee,  and  is  a  member  of  the  advisory  councils  of  the  Center  for  Strategic  and 
International  Studies  and  the  Woodrow  Wilson  School  of  Public  and  International  Affairs  at  Princeton 
University.  Slocombe  holds  degrees  from  Princeton  University  and  Harvard  Law  School,  and  did 
graduate  work  at  Balliol  College,  Oxford,  where  he  was  a  Rhodes  Scholar. 

Department  of  State 

Toby  Trister  Gati  is  assistant  secretary  of  state  for  intelligence  and  research  and  was  named  by 
Secretary  of  State  Christopher  to  serve  on  the  Institute's  board.  Prior  to  this  appointment,  she  was 
special  assistant  to  the  president  and  senior  director  for  Russia,  Ukraine,  and  Eurasian  States  at  the 
National  Security  Council  from  January  to  June  1993.  Mrs.  Gati  was  previously  senior  vice  president  for 
policy  studies  at  the  United  Nations  Association  of  the  United  States  (UNA-USA).  In  that  capacity, 
she  directed  all  UNA-USA's  research  on  international  political,  economic  and  security  issues,  as  well 
as  on  UN  affairs.  She  has  written  and  edited  several  articles  and  books  on  United  Nations  affairs, 
collective  security,  and  the  Soviet  Union.  Mrs.  Gati  has  consulted  with  the  Ford  Foundation  and 
private  businesses  about  Russian  foreign  and  economic  policies,  and  with  ABC,  CBS,  and  PBS  on 
programming  about  the  former  Soviet  Union,  Russia,  and  the  work  of  international  organizations.  She 
holds  an  M.A.  in  Russian  literature,  a  certificate  from  the  Harriman  Institute,  and  an  M.I. A.  in 
international  affairs  from  Columbia  University. 

National  Defense  University 

Lieutenant  General  Paul  G.  Cerjan  became  president  of  the  National  Defense  University  on 
August  14, 1992.  He  graduated  from  the  U.S.  Military  Academy  in  I960,  and  was  commissioned  a  second 
lieutenant  in  the  infantry,  having  earned  a  B.S.  in  engineering.  He  later  earned  an  M.S.  in  civil 
engineering  from  Oklahoma  State  University.  General  Cerjan  has  spent  the  majority  of  his  career  in 
command  and  senior  staff  positions  in  seven  different  divisions  of  the  U.S.  Army.  He  served  twelve 
years  in  Europe,  most  recently  as  the  deputy  commander  in  chief,  U.S.  Army  Europe  and  Seventh  Army. 
General  Cerjan  has  also  been  assistant  division  commander  at  Fort  Drum,  New  York  and  instructor  and 
associate  professor  of  engineering  at  the  U.S.  Military  Academy.  His  decorations  include  the  Defense 
Superior  Service  Medal,  the  Legion  of  Merit  with  two  Oak  Leaf  Clusters,  the  Distinguished  Flying 
Cross,  and  the  Bronze  Star  Medal  with  three  Oak  Leaf  Clusters. 
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THE  UNITED  STATES  INSTITUTE  OF  PEACE 

ACT 


Title  XVII  of  the  Defense  Authorization  Act  of  1985,  Public  Law  No.  98-525  (Oct.  19,  1984),  98 
Stat.  2492,  2649,  22  U.S.C.  4601^4611,  as  amended. 


SHORT  TITLE 

Sec.  1701.  This  title  may  be  cited  as  the  "United  States  Institute  of  Peace  Act". 

DECLARATION  OF  FINDINGS  AND  PURPOSES 

Section  1702.  (a)  The  Congress  finds  and  declares  that — 

(1)  a  living  institution  embodying  the  heritage,  ideals,  and  concerns  of  the  American 
people  for  peace  would  be  a  significant  response  to  the  deep  public  need  for  the  Nation  to 
develop  fully  a  range  of  effective  options,  in  addition  to  armed  capacity,  that  can  leash 
international  violence  and  manage  international  conflict; 

(2)  people  throughout  the  world  are  fearful  of  nuclear  war,  are  divided  by  war  and 
threats  of  war,  are  experiencing  social  and  cultural  hostilities  from  rapid  international  change 
and  real  and  perceived  conflicts  over  interests,  and  are  diverted  from  peace  by  the  lack  of 
problem-solving  skills  for  dealing  with  such  conflicts; 

(3)  many  potentially  destructive  conflicts  among  nations  and  peoples  have  been  resolved 
constructively  and  with  cost  efficiency  at  the  international,  national,  and  community  levels 
through  proper  use  of  such  techniques  as  negotiation,  conciliation,  mediation,  and  arbitration; 

(4)  there  is  a  national  need  to  examine  the  disciplines  in  the  social,  behavioral,  and 
physical  sciences  and  the  arts  and  humanities  with  regard  to  the  history,  nature,  elements,  and 
future  of  peace  processes,  and  to  bring  together  and  develop  new  and  tested  techniques  to 
promote  peaceful  economic,  political,  social,  and  cultural  relations  in  the  world; 

(5)  existing  institutions  providing  programs  in  international  affairs,  diplomacy,  conflict 
resolution,  and  peace  studies  are  essential  to  further  development  of  techniques  to  promote 
peaceful  resolution  of  international  conflict,  and  the  peacemaking  activities  of  people  in  such 
institutions,  government,  private  enterprise,  and  voluntary  associations  can  be  strengthened  by 
a  national  institution  devoted  to  international  peace  research,  education  and  training,  and 
information  services; 

(6)  there  is  a  need  for  Federal  leadership  to  expand  and  support  the  existing  international 
peace  and  conflict  resolution  efforts  of  the  Nation  and  to  develop  new  comprehensive  peace 
education  and  training  programs,  basic  and  applied  research  projects,  and  programs  providing 
peace  information; 

(7)  the  Commission  on  Proposals  for  the  National  Academy  of  Peace  and  Conflict 
Resolution,  created  by  the  Education  Amendments  of  1978,  recommended  establishing  an 
academy  as  a  highly  desirable  investment  to  further  the  Nation's  interest  in  promoting 
international  peace; 

(8)  an  institute  strengthening  and  symbolizing  the  fruitful  relation  between  the  world  of 
learning  and  the  world  of  public  affairs,  would  be  the  most  efficient  and  immediate  means  for 
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the  Nation  to  enlarge  its  capacity  to  promote  the  peaceful  resolution  of  international  conflicts; 
and 

(9)  the  establishment  of  such  an  institute  is  an  appropriate  investment  by  the  people  of 
this  Nation  to  advance  the  history,  science,  art,  and  practice  of  international  peace  and  the 
resolution  of  conflicts  among  nations  without  the  use  of  violence. 

(b)  It  is  the  purpose  of  this  title  to  establish  an  independent,  nonprofit,  national  institute  to 
serve  the  people  and  the  Government  through  the  widest  possible  range  of  education  and 
training,  basic  and  applied  research  opportunities,  and  peace  information  services  on  the  means 
to  promote  international  peace  and  the  resolution  of  conflicts  among  the  nations  and  peoples  of 
the  world  without  recourse  to  violence. 

DEFINITIONS 

Sec.  1703.  As  used  in  this  title,  the  term— 

(1)  "Institute"  means  the  United  States  Institute  of  Peace  established  by  this  title;  and 

(2)  "Board"  means  the  Board  of  Directors  of  the  Institute. 

ESTABLISHMENT  OF  THE  INSTITUTE 

Sec.  1704.   (a)  There  is  hereby  established  the  United  States  Institute  of  Peace. 

(b)  The  Institute  is  an  independent  nonprofit  corporation  and  an  organization  described  in 
section  170(c)(2)(B)  of  the  Internal  Revenue  Code  of  1954.  The  Institute  does  not  have  the  power 
to  issue  any  shares  of  stock  or  to  declare  or  pay  any  dividends. 

(c)  As  determined  by  the  Board,  the  Institute  may  establish,  under  the  laws  of  the  District  of 
Columbia,  a  legal  entity  which  is  capable  of  receiving,  holding,  and  investing  public  funds  for 
purposes  in  furtherance  of  the  Institute  under  this  title.  The  Institute  may  designate  such  legal 
entity  as  the  "Endowment  of  the  United  States  Institute  of  Peace". 

(d)  The  Institute  is  liable  for  the  acts  of  its  directors,  officers,  employees,  and  agents  when 
acting  within  the  scope  of  their  authority. 

(e)  (1)  The  Institute  has  the  sole  and  exclusive  right  to  use  and  to  allow  or  refuse  others  to  use 
the  terms  "United  States  Institute  of  Peace",  "Jennings  Randolph  Program  for  International 
Peace",  "Spark  M.  Matsunaga  Medal  of  Peace",  and  "Endowment  of  the  United  States  Institute 
of  Peace"  and  the  use  of  any  official  United  States  Institute  of  Peace  emblem,  badge,  seal,  and 
other  mark  or  recognition  or  any  colorable  simulation  thereof.  No  powers  or  privileges  hereby 
granted  shall  interfere  or  conflict  with  established  or  vested  rights  secured  as  of  September  1, 
1981. 

(2)  Notwithstanding  any  other  provision  of  this  title,  the  Institute  may  use  "United 
States"  or  "U.S."  or  any  other  reference  to  the  United  States  Government  or  Nation  in  its  title  or 
in  its  corporate  seal,  emblem,  badge,  or  other  mark  of  recognition  or  colorable  simulation 
thereof  in  any  fiscal  year  only  if  there  is  an  authorization  of  appropriations  for  the  Institute 
for  such  fiscal  year  provided  by  law. 
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POWERS  AND  DUTIES 

Sec.  1705.  (a)  The  Institute  may  exercise  the  powers  conferred  upon  a  nonprofit  corporation  by 
the  District  of  Columbia  Nonprofit  Corporation  Act  consistent  with  this  title,  except  for  section 
5(o)  of  the  District  of  Columbia  Nonprofit  Corporation  Act  (D.C.  Code,  sec.  29-1005(o)). 

(b)    The  Institute,  acting  through  the  Board,  may — 

(1)  establish  a  Jennings  Randolph  Program  for  International  Peace  and  appoint,  for 
periods  up  to  two  years,  scholars  and  leaders  in  peace  from  the  United  States  and  abroad  to 
pursue  scholarly  inquiry  and  other  appropriate  forms  of  communication  on  international  peace 
and  conflict  resolution  and,  as  appropriate,  provide  stipends,  grants,  fellowships,  and  other 
support  to  the  leaders  and  scholars; 

(2)  enter  into  formal  and  informal  relationships  with  other  institutions,  public  and 
private,  for  purposes  not  inconsistent  with  this  title; 

(3)  establish  a  Jeannette  Rankin  Research  Program  on  Peace  to  conduct  research  and  make 
studies,  particularly  of  an  interdisciplinary  or  of  a  multi-disciplinary  nature,  into  the  causes  of 
war  and  other  international  conflicts  and  the  elements  of  peace  among  the  nations  and  peoples 
of  the  world,  including  peace  theories,  methods,  techniques,  programs,  and  systems,  and  into 
the  experiences  of  the  United  States  and  other  nations  in  resolving  conflicts  with  justice  and 
dignity  and  without  violence  as  they  pertain  to  the  advancement  of  international  peace  and 
conflict  resolution,  placing  particular  emphasis  on  realistic  approaches  to  past  successes  and 
failures  in  the  quest  for  peace  and  arms  control  and  utilizing  to  the  maximum  extent  possible 
United  States  Government  documents  and  classified  materials  from  the  Department  of  State, 
the  Department  of  Defense,  the  Arms  Control  and  Disarmament  Agency,  and  the  intelligence 
community; 

(4)  develop  programs  to  make  international  peace  and  conflict  resolution  research, 
education,  and  training  more  available  and  useful  to  persons  in  government,  private  enterprise, 
and  voluntary  associations,  including  the  creation  of  handbooks  and  other  practical  materials; 

(5)  provide,  promote,  and  support  peace  education  and  research  programs  at  graduate  and 
postgraduate  levels; 

(6)  conduct  training,  symposia,  and  continuing  education  programs  for  practitioners, 
policymakers,  policy  implementers,  and  citizens  and  noncitizens  directed  to  developing  their 
skills  in  international  peace  and  conflict  resolution; 

(7)  develop,  for  publication  or  other  public  communication,  and  disseminate,  the  carefully 
selected  products  of  the  Institute; 

(8)  establish  a  clearinghouse  and  other  means  for  disseminating  information,  including 
classified  information  that  is  properly  safeguarded,  from  the  field  of  peace  learning  to  the 
public  and  to  government  personnel  with  appropriate  security  clearances; 

(9)  secure  directly,  upon  request  of  the  president  of  the  Institute  to  the  head  of  any 
Federal  department  or  agency  and  in  accordance  with  section  552  of  title  5,  United  States  Code 
(relating  to  freedom  of  information),  information  necessary  to  enable  the  Institute  to  carry  out 
the  purposes  of  this  title  if  such  release  of  the  information  would  not  unduly  interfere  with  the 
proper  function  of  a  department  or  agency,  including  classified  information  if  the  Institute  staff 
and  members  of  the  Board  who  have  access  to  such  classified  information  obtain  appropriate 
security  clearances  from  the  Department  of  Defense  and  the  Department  of  State;  and 

(10)  establish  the  Spark  M.  Matsunaga  Scholars  Program,  which  shall  include  the 
provision  of  scholarships  and  educational  programs  in  international  peace  and  conflict 
management  and  related  fields  for  outstanding  secondary  school  students  and  the  provision  of 
scholarships  to  outstanding  undergraduate  students,  with  program  participants  and  recipients 
of  such  scholarships  to  be  known  as  "Spark  M.  Matsunaga  Scholars". 


1089 


United  States  Institute  of  Peace  Act — 4 


(c)(1)(A)  The  Institute,  acting  through  the  Board,  may  each  year  make  an  award  to  such  person 
or  persons  who  it  determines  have  contributed  in  extraordinarily  ways  to  peace  among  the 
nations  and  peoples  of  the  world,  giving  special  attention  to  contributions  that  advance 
society's  knowledge  and  skill  in  peacemaking  and  conflict  management.  The  award  shall 
include  the  public  presentation  to  such  person  or  persons  of  the  Spark  M.  Matsunaga  Medal  of 
Peace  and  a  cash  award  in  an  amount  of  not  to  exceed  $25,000  for  any  recipient. 

(B)(i)  The  Secretary  of  the  Treasury  shall  strike  the  Spark  M.  Matsunaga  Medal  of  Peace 
with  suitable  emblems,  devices,  and  inscriptions  which  capture  the  goals  for  which  the  Medal 
is  presented.  The  design  of  the  medals  shall  be  determined  by  the  Secretary  of  the  Treasury  in 
consultation  with  the  Board  and  the  Commission  of  Fine  Arts. 

(ii)  The  Spark  M.  Matsunaga  Medal  of  Peace  shall  be  struck  in  bronze  and  in  the  size 
determined  by  the  Secretary  of  the  Treasury  in  consultation  with  the  Board. 

(iii)  The  appropriate  account  of  the  Treasury  of  the  United  States  shall  be  reimbursed 
for  costs  incurred  in  carrying  out  this  subparagraph  out  of  funds  appropriated  pursuant  to  section 
1710(a)(1). 

(2)  The  Board  shall  establish  an  advisory  panel  composed  of  persons  eminent  in 
peacemaking,  diplomacy,  public  affairs,  and  scholarship,  and  such  advisory  panel  shall 
advise  the  Board  during  its  consideration  of  the  selection  of  the  recipient  of  the  award. 

(3)  The  Institute  shall  inform  the  Committee  on  Foreign  Relations  and  the  Committee  on 
Labor  and  Human  Resources  of  the  Senate  and  the  Committee  on  Foreign  Affairs  and  the 
Committee  on  Education  and  Labor  of  the  House  of  Representatives  about  the  selection 
procedures  it  intends  to  follow,  together  with  any  other  matters  relevant  to  making  the  award 
and  emphasizing  its  prominence  and  significance. 

(d)  The  Institute  may  undertake  extension  and  outreach  activities  under  this  title  by  making 
grants  and  entering  into  contracts  with  institutions  of  postsecondary,  community,  secondary,  and 
elementary  education  (including  combinations  of  such  institutions),  with  public  and  private 
educational,  training,  or  research  institutions  (including  the  American  Federation  of  Labor-the 
Congress  of  Industrial  Organizations)  and  libraries,  and  with  public  departments  and  agencies 
(including  State  and  territorial  departments  of  education  and  of  commerce).  No  grant  may  be 
made  to  an  institution  unless  it  is  a  nonprofit  or  official  public  institution,  and  at  least  one- 
fourth  of  the  Institute's  annual  appropriations  shall  be  paid  to  such  nonprofit  and  official 
public  institutions.  A  grant  or  contract  may  be  made  to — 

(1)  initiate,  strengthen,  and  support  basic  and  applied  research  on  international  peace 
and  conflict  resolution; 

(2)  promote  and  advance  the  study  of  international  peace  and  conflict  resolution  by 
educational,  training,  and  research  institutions,  department,  and  agencies; 

(3)  educate  the  Nation  about  and  educate  and  train  individuals  in  peace  and  conflict 
resolution  theories,  methods,  techniques,  programs,  and  systems; 

(4)  assist  the  Institute  in  its  publication,  clearinghouse,  and  other  information  services 
programs; 

(5)  assist  the  Institute  in  the  study  of  conflict  resolution  between  free  trade  unions  and 
Communist-dominated  organizations  in  the  context  of  the  global  struggle  for  the  protection  of 
human  rights;  and 

(6)  promote  the  other  purposes  of  this  title. 

(e)  The  Institute  may  respond  to  the  request  of  a  department  or  agency  of  the  United  States 
Government  to  investigate,  examine,  study,  and  report  on  any  issue  within  the  Institute's 
competence,  including  the  study  of  past  negotiating  histories  and  the  use  of  classified 
materials. 
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(f )  The  Institute  may  enter  into  contracts  for  the  proper  operation  of  the  Institute. 

(g)  The  Institute  may  fix  the  duties  of  its  officers,  employees,  and  agents,  and  establish  such 
advisory  committees,  councils,  or  other  bodies,  as  the  efficient  administration  of  the  business 
and  purposes  of  the  Institute  may  require. 

(h)  (1)  Except  as  provided  in  paragraphs  (2)  and  (3),  the  Institute  may  obtain  grants  and 
contracts,  including  contracts  for  classified  research  for  the  Department  of  State,  the 
Department  of  Defense,  the  Arms  Control  and  Disarmament  Agency,  and  the  intelligence 
community,  and  receive  gifts  and  contributions  from  government  at  all  levels. 

(2)  The  Institute  and  the  legal  entity  described  in  section  1704(c)  may  not  accept  any 
gift,  contribution,  or  grant  from  a  foreign  government,  any  agency  or  instrumentality  of  such 
government,  any  international  organization,  or  any  a  corporation  or  other  legal  entity  in  which 
natural  persons  who  are  nationals  of  a  foreign  country  own,  directly  or  indirectly,  more  than  50 
percent  of  the  outstanding  capital  stock  or  other  beneficial  interest  in  such  legal  entity. 

(3)  Notwithstanding  any  other  provision  of  this  title,  the  Institute  and  the  legal 
entity  described  in  section  1 704(c)  may  not  obtain  any  grant  or  contract  or  receive  any  gift  or 
contribution  from  any  private  agency,  organization,  corporation  or  other  legal  entity, 
institution,  or  individual,  except  such  Institute  or  legal  entity  may  accept  such  a  gift  or 
contribution  to— 

(A)  purchase,  lease  for  purchase,  or  otherwise  acquire,  construct,  improve,  furnish, 
or  maintain  a  suitable  permanent  headquarters,  any  related  facility,  or  any  site  or  sites  for  such 
facilities  for  the  Institute  and  the  legal  entity  described  in  section  1704(c);  or 

(B)  provide  program-related  hospitality,  including  such  hospitality  connected 
with  the  presentation  of  the  Spark  M.  Matsunaga  Medal  of  Peace. 

( i )  The  Institute  may  charge  and  collect  subscription  fees  and  develop,  for  publication  or  other 
public  communication,  and  disseminate,  periodicals  and  other  materials. 

(j)  The  Institute  may  charge  and  collect  fees  and  other  participation  costs  from  persons  and 
institutions  participating  in  the  Institute's  direct  activities  authorized  in  subsection  (b). 

(k)  The  Institute  may  sue  and  be  sued,  complain,  and  defend  in  any  court  of  competent 
jurisdiction. 

(1)  The  Institute  may  adopt,  alter,  use,  and  display  a  corporate  seal,  emblem,  badge,  and 
other  mark  of  recognition  and  colorable  simulations  thereof. 

(m)  The  Institute  may  do  any  and  all  lawful  acts  and  things  necessary  or  desirable  to  carry  out 
the  objectives  and  purposes  of  this  title. 

(n)  The  Institute  shall  not  itself  undertake  to  influence  the  passage  or  defeat  of  any 
legislation  by  the  Congress  of  the  United  States  or  by  any  State  or  local  legislative  bodies,  or 
by  the  United  Nations,  except  that  the  personnel  of  the  Institute  may  testify  or  make  other 
appropriate  communication  when  formally  requested  to  do  so  by  a  legislative  body,  a 
committee,  or  a  member  thereof. 

(o)  The  Institute  may  obtain  administrative  support  services  from  the  Administrator  of 
General  Services  on  a  reimbursable  basis. 
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BOARD  OF  DIRECTORS 

Sec.  1706  (a)  The  powers  of  the  Institute  shall  be  vested  in  a  Board  of  Directors  unless 
otherwise  specified  in  this  title. 

(b)  The  Board  shall  consist  of  fifteen  voting  members  as  follows: 

(1)  The  Secretary  of  State  (or  if  the  Secretary  so  designates,  another  officer  of  the 
Department  of  State  who  was  appointed  with  the  advice  and  consent  of  the  Senate). 

(2)  The  Secretary  of  Defense  (of  if  the  Secretary  so  designates,  another  officer  of  the 
Department  of  Defense  who  was  appointed  with  the  advice  and  consent  of  the  Senate). 

(3)  The  Director  of  the  Arms  Control  and  Disarmament  Agency  (or  if  the  Director  so 
designates,  another  officer  of  that  Agency  who  was  appointed  with  the  advice  and  consent  of 
the  Senate). 

(4)  The  president  of  the  National  Defense  University  (or  if  the  president  so  designates, 
the  vice  president  of  the  National  Defense  University). 

(5)  Eleven  individuals  appointed  by  the  President,  by  and  with  the  advice  and  consent  of 
the  Senate. 

(c)  Not  more  than  eight  voting  members  of  the  Board  (including  members  described  in 
paragraphs  (1)  through  (4)  of  subsection  (b))  may  be  members  of  the  same  political  party. 

(d)  (1)  Each  individual  appointed  to  the  Board  under  subsection  (b)(5)  shall  have 
appropriate  practical  or  academic  experience  in  peace  and  conflict  resolution  efforts  of  the 
United  States. 

(2)  Officers  and  employees  of  the  United  States  Government  may  not  be  appointed  to  the 
Board  under  subsection  (b)(5). 

(e)  (1)  Members  of  the  Board  appointed  under  subsection  (b)(5)  shall  be  appointed  to  four  year 
terms,  except  that — 

(A)  the  term  of  six  of  the  members  initially  appointed  shall  be  two  years,  as 
designated  by  the  President  at  the  time  of  their  nomination; 

( B )  a  member  may  continue  to  serve  until  his  or  her  successor  is  appointed;  and 

(C)  a  member  appointed  to  replace  a  member  whose  term  has  not  expired  shall  be 
appointed  to  serve  the  remainder  of  that  term. 

(2)  The  terms  of  the  members  of  the  Board  initially  appointed  under  subsection  (b)(5) 
shall  begin  on  January  20,  1985,  and  subsequent  terms  shall  begin  upon  the  expiration  of  the 
preceding  term,  regardless  of  when  a  member  is  appointed  to  fill  that  term. 

(3)  The  President  may  not  nominate  an  individual  for  appointment  to  the  Board  under 
subsection  (b)(5)  prior  to  January  20,  1985,  but  shall  submit  the  names  of  eleven  nominees  for 
initial  Board  membership  under  subsection  (b)(5)  not  later  than  ninety  days  after  that  date.  If 
the  Senate  rejects  such  a  nomination  or  if  such  nomination  is  withdrawn,  the  President  shall 
submit  the  name  of  a  new  nominee  within  fifteen  days. 

(4)  An  individual  appointed  as  a  member  of  the  Board  under  subsection  (b)(5)  may  not  be 
appointed  to  more  than  two  terms  on  the  Board. 

(f)  A  member  of  the  Board  appointed  under  subsection  (b)(5)  may  be  removed  by  the 
President — 

(1)  in  consultation  with  the  Board,  for  conviction  of  a  felony,  malfeasance  in  office, 
persistent  neglect  of  duties,  or  inability  to  discharge  duties; 

(2)  upon  the  recommendation  of  eight  voting  members  of  the  Board;  or 
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(3)  upon  the  recommendation  of  a  majority  of  the  members  of  the  Committee  on  Foreign 
Affairs  and  the  Committee  on  Education  and  Labor  of  the  House  of  Representatives  and  a 
majority  of  the  members  of  the  Committee  on  Foreign  Relations  and  the  Committee  on  Labor  and 
Human  Resources  of  the  Senate. 

A  recommendation  made  in  accordance  with  paragraph  (2)  may  be  made  only  pursuant  to 
action  taken  at  a  meeting  of  the  Board,  which  may  be  closed  pursuant  to  the  procedures  of 
subsection  (h)(3).  Only  members  who  are  present  may  vote.  A  record  of  the  vote  shall  be 
maintained.  The  President  shall  be  informed  immediately  by  the  Board  of  the 
recommendation. 

(g)  No  member  of  the  Board  may  participate  in  any  decision,  action,  or  recommendation  with 
respect  to  any  matter  which  directly  and  financially  benefits  the  member  or  pertains 
specifically  to  any  public  body  or  any  private  or  nonprofit  firm  or  organization  with  which  the 
member  is  then  formally  associated  or  has  been  formally  associated  within  a  period  of  two 
years,  except  that  this  subsection  shall  not  be  construed  to  prohibit  an  ex  officio  member  of  the 
Board  from  participation  in  actions  of  the  Board  which  pertain  specifically  to  the  public  body 
of  which  the  member  is  an  officer. 

( h )   Meetings  of  the  Board  shall  be  conducted  as  follows: 

(1)  The  President  shall  stipulate  by  name  the  nominee  who  shall  be  the  first  Chairman  of 
the  Board.  The  first  Chairman  shall  serve  for  a  term  of  three  years.  Thereafter,  the  Board 
shall  elect  a  Chairmen  every  three  years  from  among  the  directors  appointed  by  the  President 
under  subsection  (b)(5)  and  may  elect  a  Vice  Chairman  if  so  provided  by  the  Institute's  bylaws. 

(2)  The  Board  shall  meet  at  least  semiannually,  at  any  time  pursuant  to  the  call  of  the 
Chairman,  or  as  requested  in  writing  to  the  Chairman  by  at  least  five  members  of  the  Board.  A 
majority  of  the  members  of  the  Board  shall  constitute  a  quorum  for  any  Board  meeting. 

(3)  All  meetings  of  the  Board  shall  be  open  to  public  observation  and  shall  be  preceded  by 
reasonable  public  notice.  Notice  in  the  Federal  Register  shall  be  deemed  to  be  reasonable 
public  notice  for  purposes  of  the  preceding  sentence.  In  exceptional  circumstances,  the  Board 
may  close  portions  of  a  meeting,  upon  a  majority  vote  of  its  members  present  and  with  the  vote 
taken  in  public  session,  which  are  likely  to  disclose  information  likely  to  affect  adversely  any 
ongoing  peace  proceeding  or  activity  or  to  disclose  information  or  matters  exempted  from  public 
disclosure  pursuant  to  subsection  (c)  of  section  552b  of  title  5,  United  States  Code. 

(i)  A  director  appointed  by  the  President  under  subsection  (b)(5)  shall  be  entitled  to  receive 
the  daily  equivalent  of  the  annual  rate  of  basic  pay  in  effect  for  grade  GS-18  of  the  General 
Schedule  under  section  5332  of  title  5,  United  States  Code,  for  each  day  during  which  the 
director  is  engaged  in  the  performance  of  duties  as  a  member  of  the  Board. 

(j)  While  away  from  his  home  or  regular  place  of  business  in  the  performance  of  duties  for  the 
Institute,  a  director  shall  be  allowed  travel  expenses,  including  a  per  diem  in  lieu  of  subsistence, 
not  to  exceed  the  expenses  allowed  persons  employed  intermittently  in  Government  service 
under  section  5703(b)  of  title  5,  United  States  Code. 

OFFICERS  AND  EMPLOYEES 

Sec.  1707.  (a)  The  Board  shall  appoint  the  president  of  the  Institute  and  such  other  officers  as 
the  Board  determines  to  be  necessary.  The  president  of  the  Institute  shall  be  a  nonvoting  ex 
officio  member  of  the  Board.  All  officers  shall  serve  at  the  pleasure  of  the  Board.  The 
president  shall  be  appointed  for  an  explicit  term  of  years.  Notwithstanding  any  other 
provision  of  law  limiting  the  payment  of  compensation,  the  president  and  other  officers 
appointed  by  the  Board  shall  be  compensated  at  rates  determined  by  the  Board,  but  no  greater 


1093 


United  States  Institute  of  Peace  Act — 8 


than  that  payable  for  level  I  of  the  Executive  Schedule  under  chapter  53  of  title  5,  United 
States  Code. 

(b)  Subject  to  the  provisions  of  section  1705(h)(3),  the  Board  shall  authorize  the  president  and 
other  officials  or  employees  it  designates  to  receive  and  disburse  public  moneys,  obtain  and 
make  grants,  enter  into  contracts,  establish  and  collect  fees,  and  undertake  all  other  activities 
for  the  efficient  and  proper  functioning  of  the  Institute. 

(c)  The  president,  subject  to  the  Institute's  bylaws  and  general  policies  established  by  the 
Board,  may  appoint,  fix  the  compensation  of,  and  remove  such  employees  of  the  Institute  as  the 
president  determines  necessary  to  carry  out  the  purposes  of  the  Institute.  In  determining 
employee  rates  of  compensation,  the  president  shall  be  governed  by  the  provisions  of  title  5, 
United  States  Code,  relating  to  classification  and  General  Schedule  pay  rates. 

(d)  (1)  The  President  may  request  the  assignment  of  any  Federal  officer  or  employee  to  the 
Institute  by  an  appropriate  department,  agency,  or  congressional  official  or  Member  of  Congress 
and  may  enter  into  an  agreement  for  such  assignment,  if  the  affected  officer  or  employee  agrees 
to  such  assignment  and  such  assignment  causes  no  prejudice  to  the  salary,  benefits,  status,  or 
advancement  within  the  department,  agency,  or  congressional  staff  of  such  officer  or  employee. 

(2)  The  Secretary  of  State,  the  Secretary  of  Defense,  the  Director  of  the  Arms  Control  and 
Disarmament  Agency,  and  the  Director  of  Central  Intelligence  each  may  assign  officers  and 
employees  of  his  respective  department  or  agency,  on  a  rotating  basis  to  be  determined  by  the 
Board,  to  the  Institute  if  the  affected  officer  or  employee  agrees  to  such  assignment  and  such 
assignment  causes  no  prejudice  to  the  salary,  benefits,  status,  or  advancement  within  the 
respective  department  or  agency  of  such  officer  or  employee. 

(e)  No  officer  or  full-time  employee  of  the  Institute  may  receive  any  salary  or  other 
compensation  for  services  from  any  source  other  than  the  Institute  during  the  officer's  or 
employee's  period  of  employment  by  the  Institute,  except  as  authorized  by  the  Board. 

(f )  (1)  Officers  and  employees  of  the  Institute  shall  not  be  considered  officers  and  employees 
of  the  Federal  Government  except  for  purposes  of  the  provisions  of  title  28,  United  States  Code, 
which  relate  to  Federal  tort  claims  liability,  and  the  provisions  of  title  5,  United  States  code, 
which  relate  to  compensation  and  benefits,  including  the  following  provisions:  chapter  51 
(relating  to  classification);  subchapters  I  and  III  of  chapter  53  (relating  to  pay  rates); 
subchapter  I  of  chapter  81  (relating  to  compensation  for  work  injuries);  chapter  83  (relating  to 
civil  service  retirement);  chapter  87  (relating  to  life  insurance);  and  chapter  89  (relating  to 
health  insurance).  The  Institute  shall  make  contributions  at  the  same  rates  applicable  to 
agencies  of  the  Federal  Government  under  the  provisions  of  title  5  referred  to  in  this  section. 

(2)  The  Institute  shall  not  make  long-term  commitments  to  employees  that  are  inconsistent 
with  rules  and  regulations  applicable  to  Federal  employees. 

(g)  No  part  of  the  financial  resources,  income,  or  assets  of  the  Institute  or  of  any  legal  entity 
created  by  the  Institute  shall  inure  to  any  agent,  employee,  officer,  or  director  or  be 
distributable  to  any  such  person  during  the  life  of  the  corporation  or  upon  dissolution  or  final 
liquidation.  Nothing  in  this  section  may  be  construed  to  prevent  the  payment  of  reasonable 
compensation  for  services  or  expenses  to  the  directors,  officers,  employees,  and  agents  of  the 
Institute  in  amounts  approved  in  accordance  with  the  provisions  of  this  title. 

(h)  The  Institute  shall  not  make  loans  to  its  directors,  officers,  employees,  or  agents,  or  to  any 
legal  entity  created  by  the  Institute.  A  director,  officer,  employee,  or  agent  who  votes  for  or 
assents  to  the  making  of  a  loan  or  who  participates  in  the  making  of  a  loan  shall  be  jointly  and 
severally  liable  to  the  Institute  for  the  amount  of  the  loan  until  repayment  thereof. 
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PROCEDURES  AND  RECORDS 

Sec.  1708.  (a)  The  Institute  shall  monitor  and  evaluate  and  provide  for  independent  evaluation 
if  necessary  of  programs  supported  in  whole  or  in  part  under  this  title  to  ensure  that  the 
provisions  of  this  title  and  the  bylaws,  rules,  regulations,  and  guidelines  promulgated  pursuant 
to  this  title  are  adhered  to. 

(b)  The  Institute  shall  prescribe  procedures  to  ensure  that  grants,  contracts,  and  financial 
support  under  this  title  are  not  suspended  unless  the  grantee,  contractor,  or  person  or  entity 
receiving  financial  support  has  been  given  reasonable  notice  and  opportunity  to  show  cause  why 
the  action  should  not  be  taken. 

(c)  In  selecting  persons  to  participate  in  Institute  activities,  the  Institute  may  consider  a 
person's  practical  experience  or  equivalency  in  peace  study  and  activity  as  well  as  other  formal 
requirements. 

(d)  The  Institute  shall  keep  correct  and  complete  books  and  records  of  account,  including 
separate  and  distinct  accounts  of  receipts  and  disbursements  of  Federal  funds.  The  Institute's 
annual  financial  report  shall  identify  the  use  of  such  funding  and  shall  present  a  clear 
description  of  the  full  financial  situation  of  the  Institute. 

(e)  The  Institute  shall  keep  minutes  of  the  proceedings  of  its  Board  and  of  any  committees 
having  authority  under  the  Board. 

(f)  The  Institute  shall  keep  a  record  of  the  names  and  addresses  of  its  Board  members;  copies 
of  this  title,  of  any  other  Acts  relating  to  the  Institute,  and  of  all  Institute  bylaws,  rules, 
regulations,  and  guidelines;  required  minutes  of  proceedings;  a  record  of  all  applications  and 
proposals  and  issued  or  received  contracts  and  grants;  and  financial  records  of  the  Institute.  All 
items  required  by  this  subsection  may  be  inspected  by  any  Board  member  or  the  member's  agent 
or  attorney  for  any  proper  purpose  at  any  reasonable  time. 

(g)  The  accounts  of  the  Institute  shall  be  audited  annually  in  accordance  with  generally 
accepted  auditing  standards  by  independent  certified  public  accountants  certified  or  licensed  by 
a  regulatory  authority  of  a  State  or  other  political  subdivision  of  the  United  States  on  or  before 
December  31,  1970.  The  audit  shall  be  conducted  at  the  place  or  places  where  the  accounts  of 
the  Institute  are  normally  kept.  All  books,  accounts,  financial  records,  files,  and  other  papers, 
things  and  property  belonging  to  or  in  use  by  the  Institute  and  necessary  to  facilitate  the  audit 
shall  be  made  available  to  the  person  or  persons  conducting  the  audit,  and  full  facilities  for 
verifying  transactions  with  the  balances  or  securities  held  by  depositories,  fiscal  agents,  and 
custodians  shall  be  afforded  to  such  persons  or  persons. 

(h)  The  Institute  shall  provide  a  report  of  the  audit  to  the  President  and  to  each  House  of 
Congress  no  later  than  six  months  following  the  close  of  the  fiscal  year  for  which  the  audit  is 
made.  The  report  shall  set  forth  the  scope  of  the  audit  and  include  such  statements,  together 
with  the  independent  auditor's  opinion  of  those  statements,  as  are  necessary  to  present  fairly 
the  Institute's  assets  and  liabilities,  surplus  or  deficit,  with  reasonable  detail,  including  a 
statement  of  the  Institute's  income  and  expenses  during  the  year,  including  a  schedule  of  all 
contracts  and  grants  requiring  payments  in  excess  of  $5,000  and  any  payments  of  compensation, 
salaries,  or  fees  at  a  rate  in  excess  of  $5,000  per  year.  The  report  shall  be  produced  in  sufficient 
copies  for  the  public. 
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(i)  The  Institute  and  its  directors,  officers,  employees,  and  agents  shall  be  subject  to  the 
provisions  of  section  552  of  title  5,  United  States  Code  (relating  to  freedom  of  information). 

INDEPENDENCE  AND  LIMITATIONS 

Sec.  1709.  (a)  Nothing  in  this  title  may  be  construed  as  limiting  the  authority  of  the  Office  of 
Management  and  Budget  to  review  and  submit  comments  on  the  Institute's  budget  request  at  the 
time  it  is  transmitted  to  the  Congress. 

(b)  No  political  test  or  political  qualification  may  be  used  in  selecting,  appointing,  promoting, 
or  taking  any  other  personnel  action  with  respect  to  any  officer,  employee,  agent,  or  recipient  of 
Institute  funds  or  services  or  in  selecting  or  monitoring  any  grantee,  contractor,  person,  or  entity 
receiving  financial  assistance  under  this  title. 

FUNDING 

Sec.  1710.  (a)(1)  IN  GENERAL.-For  the  purpose  of  carrying  out  this  title,  there  are  authorized 
to  be  appropriated  $15,000,000  for  fiscal  year  1993  and  such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  fiscal  years. 

(2)    AVAILABILITY.-Funds  appropriated  pursuant  to  the  authority  of  paragraph  (1) 
shall  remain  available  until  expended. 

(b)  The  Board  of  Directors  may  transfer  to  the  legal  entity  authorized  to  be  established  under 
section  1704(c)  any  funds  not  obligated  or  expended  from  appropriations  to  the  Institute  for  a 
fiscal  year,  and  such  funds  shall  remain  available  for  obligation  or  expenditure  for  the 
purposes  of  such  legal  entity  without  regard  to  fiscal  year  limitations.  Any  use  by  such  legal 
entity  of  appropriated  funds  shall  be  reported  to  each  House  of  Congress  and  to  the  President  of 
the  United  States. 

(c)  Any  authority  provided  by  this  title  to  enter  into  contracts  shall  be  effective  for  a  fiscal 
year  only  to  such  extent  or  in  such  amounts  as  are  provided  in  appropriation  Acts. 

DISSOLUTION  OR  LIQUIDATION 

Sec.  1711.  Upon  dissolution  or  final  liquidation  of  the  Institute  or  of  any  legal  entity  created 
pursuant  to  this  title,  all  income  and  assets  of  the  Institute  or  other  legal  entity  shall  revert  to 
the  United  States  Treasury. 

REPORTING  REQUIREMENT  AND  REQUIREMENT  TO  HOLD 
HEARINGS 

Sec.  1712.  Beginning  two  years  after  the  date  of  enactment  of  this  title,  and  at  intervals  of 
two  years  thereafter,  the  Chairman  of  the  Board  shall  prepare  and  transmit  to  the  Congress 
and  the  President  a  report  detailing  the  progress  the  Institute  has  made  in  carrying  out  the 
purposes  of  this  title  during  the  preceding  two-year  period.  The  President  shall  prepare  and 
transmit  to  the  Congress  within  a  reasonable  time  after  the  receipt  of  such  report  the  written 
comments  and  recommendations  of  the  appropriate  agencies  of  the  United  States  with  respect 
to  the  contents  of  such  report  and  their  recommendations  with  respect  to  any  legislation  which 
may  be  required  concerning  the  Institute.  After  receipt  of  such  report  by  the  Congress,  the 
Committee  on  Foreign  Affairs  and  the  Committee  on  Education  and  Labor  of  the  House  of 
Representatives  and  the  Committee  on  Foreign  Relations  and  the  Committee  on  Labor  and 
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Human    Resources    of   the   Senate    shall    hold    hearings    to    review    the    findings   and 
recommendations  of  such  report  and  the  written  comments  received  from  the  President. 
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APPENDIX 

The  United  States  Institute  of  Peace  Act  has  been  amended  five  times.    Following  is  a  brief 
history  of  the  changes  to  the  Act  to  date. 


The  Higher  Education  Technical  Amendments  Act  of  1986,  Pub.  L.  No.  99-498  (Oct.  17, 1986),  100 
Stat.  1612,  20  U.S.C.  4609  note,  authorized  appropriations  for  fiscal  years  1987  and  1988  at  the 
same  levels  originally  provided,  which  were  $6,000,000  for  the  fiscal  year  1985  and 
$10,000,000  for  the  fiscal  year  1986. 

SEC.  1601.  (a)  AUTHORIZATIONS  OF  APPROPRIATIONS.— 

(1)  The  first  sentence  of  section  1710(a)  of  the  United  States  Institute  of  Peace  Act  (22  U.  S. 
C.  4609(a)  is  amended— 

(A)  by  striking  out  "fiscal  year  1985"  and  inserting  in  lieu  thereof  "fiscal  year  1987"; 
and 

(B)  by  striking  out  "fiscal  year  1986"  and  inserting  in  lieu  thereof  "fiscal  year  1988". 

(2)  The  amendments  made  by  paragraph  (1)  shall  take  effect  on  October  1, 1987. 

(b)  AVAILABILITY  OF  FUNDS.— The  second  sentence  of  section  1710(a)  of  such  Act  (22 
U.S.C.  4609  (a))  is  amended  to  read  as  follows:  "Amounts  appropriated  under  this  section  are 
authorized  to  remain  available  to  the  Institute  until  expended." 


The  Higher  Education  Technical  Amendments  Act  of  1987,  Pub.  L.  No.  1CKM18  (Aug.  23,  1988), 
102  Stat.  1523,  22  U.S.C.  4604  (inserting  the  amendment  in  section  1705(b)(3)),  explicitly 
authorized  an  Institute  program  to  be  named  for  Jeannette  Rankin. 

SEC.  25.  UNITED  STATES  INSTITUTE  OF  PEACE. 

Section  1703  of  the  United  States  Institute  of  Peace  Act  is  amended  by  inserting  after  "(3)"  the 
following:  "establish  a  Jeannette  Rankin  Research  Program  on  Peace  to"... 


The  Act  of  October  31,  1988,  Pub.  L.  No.  100-569,  TITLE  III  -  UNITED  STATES  INSTITUTE  OF 
PEACE,  102  Stat.  2862,  22  U.S.C.  4606  and  4609,  authorized  appropriations  for  fiscal  years  1989 
through  1993  and,  by  deleting  the  provision  that  "No  Federal  funds  shall  be  used  to  pay  for 
private  fringe  benefits  programs",  permitted  the  Institute  to  offer  private  fringe  benefits  to  its 
employees. 

SEC.  301.   REAUTHORIZATION 

Section  1710(a)  of  the  Department  of  Defense  Authorization  Act,  1985  (22  U.S.C.  4609(a))  is 
amended  to  read  as  follows: 

"SEC.  1710.  (a)(1)  For  the  purpose  of  carrying  out  this  title  (except  for  paragraph  (9)  of  section 
1705(b)),  there  are  authorized  to  be  appropriated  $10,000,000  for  fiscal  year  1989;  $10,000,000 
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for  fiscal  year  1990;  $10,000,000  for  fiscal  year  1991;  $15,000,000  for  fiscal  year  1992;  and 
$15,000,000  for  fiscal  year  1993. 

"(2)    Funds  appropriated  pursuant  to  paragraph  (1)  are  authorized  to  remain  available 
until  expended." 

(b)    Section  1707(f)(2)  of  the  United  States  Institute  of  Peace  Act  (22  U.S.C.  4606(f)(2))  is 
amended  by  striking  out  the  first  sentence  thereof. 


The  Act  appropriating  funds  for  the  Legislative  Branch  for  Fiscal  Year  1991,  Pub.  L.  101-520 
(Nov.  5,  1990),  104  Stat.  2284,  2285,  22  U.S.C.  4603,  4604,  4606,  provided  in  section  321  for  the 
Spark  M.  Matsunaga  Medal  of  Peace. 

SEC.  321.  (a)  IN  GENERAL— Section  1705  of  the  United  States  Institute  of  Peace  Act  (22  U.S.C. 
4604)  as  amended — 

(1)  in  subsection  (b) — 

(A)  by  adding  "and"  after  the  semicolon  at  the  end  of  paragraph  (8); 

(B)  by  striking  out  paragraph  (9);  and 

(C)  by  redesignating  paragraph  (10)  as  paragraph  (9); 

(2)  by  redesignating  subsections  (c)  through  (n)  as  subsections  (d)  through  (o),  respectively; 
and 

(3)  by  inserting  after  subsection  (b)  the  following: 

"(c)(1)(A)  The  Institute,  acting  through  the  Board,  may  each  year  make  an  award  to  such 
person  or  persons  who  it  determines  to  have  contributed  in  extraordinary  ways  to  peace  among 
the  nations  and  peoples  of  the  world,  giving  special  attention  to  contributions  that  advance 
society's  knowledge  and  skill  in  peacemaking  and  conflict  management.  The  award  shall 
include  the  public  presentation  to  such  person  or  persons  of  the  Spark  M.  Matsunaga  Medal  of 
Peace  and  a  cash  award  in  an  amount  of  not  to  exceed  $25,000  for  any  recipient. 

"(B)(i)  The  Secretary  of  the  Treasury  shall  strike  the  Spark  M.  Matsunaga  Medal  of 
Peace  with  suitable  emblems,  devices,  and  inscriptions  which  capture  the  goals  for  which  the 
Medal  is  presented.  The  design  of  the  medals  shall  be  determined  by  the  Secretary  of  the 
Treasury  in  consultation  with  the  Board  and  the  Commission  of  Fine  Arts. 

"(ii)  The  Spark  M.  Matsunaga  Medal  of  Peace  shall  be  struck  in  bronze  and  in  the  size 
determined  by  the  Secretary  of  the  Treasury  in  consultation  with  the  Board. 

"(iii)  The  appropriate  account  of  the  Treasury  of  the  United  States  shall  be 
reimbursed  for  costs  incurred  in  carrying  out  this  subparagraph  out  of  funds  appropriated 
pursuant  to  section  1710(a)(1). 

"(2)  The  Board  shall  establish  an  advisory  panel  composed  of  persons  eminent  in 
peacemaking,  diplomacy,  public  affairs,  and  scholarship,  and  such  advisory  panel  shall 
advise  the  Board  during  its  consideration  of  the  selection  of  the  recipient  of  the  award. 

"(3)  The  Institute  shall  inform  the  Committee  on  Foreign  Relations  and  the  Committee  on 
Labor  and  Human  Resources  of  the  Senate  and  the  Committee  on  Foreign  Affairs  and  the 
Committee  on  Education  and  Labor  of  the  House  of  Representatives  about  the  selection 
procedures  it  intends  to  follow,  together  with  any  other  matters  relevant  to  making  the  award 
and  emphasizing  its  prominence  and  significance.". 

(b)  USE  OF  MEDAL  NAME.— Section  1704(e)(1)  of  the  United  States  Institute  of  Peace  Act 
(22  U.S.C.  4603(e)(1))  is  amended  by  inserting  "'Spark  M.  Matsunaga  Medal  of  Peace',"  after 
"'International  Peace',". 
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(c)  CONFORMING  AMENDMENT.— Section  1707(b)  of  the  United  States  Institute  of  Peace 
Act  (22  U.S.C.  4606(b))  is  amended  by  striking  out  "section  1705(g)(3)"  and  inserting  in  lieu 
thereof  "section  1705(h)(3)". 


The  Higher  Education  Amendments  of  1992,  Pub.  L.  No.  102-325  (July  23, 1992),  106  Stat.  448,  22 
U.S.C.  4604,  4605,  4609,  reauthorized  the  Institute's  appropriations  for  fiscal  year  1993  at  the 
level  of  $15,000,000  and  extended  the  authorization  of  appropriations  for  the  next  four  years 
for  "such  sums  as  are  appropriated,"  thereby  reauthorizing  appropriations  through  fiscal  year 
1997.  In  addition,  the  Act  authorized  the  establishment  of  the  Spark  M.  Matsunaga  Scholars 
Program  and  the  receipt  of  private  gifts  and  contributions  for  the  limited  purposes  of  a 
headquarters  and  other  facilities  and  "program-related  hospitality."  Finally,  the  Act 
deleted  the  ban  upon  contractual  relations  with  foreign  corporations  and  nationals,  thereby 
permitting  the  Institute  to  enter  into  such  contracts. 

SEC.  1554  UNITED  STATES  INSTITUTE  OF  PEACE 

(a)  AUTHORIZATION  OF  APPROPRIATIONS.-Subsection  (a)  of  section  1710  of  the 
United  States  Institute  of  Peace  Act  (22  U.S.C.  4609(a))  is  amended  to  read  as  follows: 

"(a)  AUTHORIZATION  OF  APPROPRIATIONS.- 

"(1)  IN  GENERAL  -For  the  purpose  of  carrying  out  this  title,  there  are  authorized  to 
be  appropriated  $15,000,000  for  fiscal  year  1993  and  such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  years. 

"(2)  AVAILABILITY -Funds  appropriated  pursuant  to  the  authority  of  paragraph  (1) 
shall  remain  available  until  expended.". 

(b)  SPARK  M.  MATSUNAGA  SCHOLARS  PROGRAM  .-Subsection  (b)  of  section  1705  of 
the  United  States  Institute  of  Peace  Act  (22  U.S.C.  4605(b))  is  amended- 

(1)  by  striking  "and"  at  the  end  of  paragraph  (8); 

(2)  by  striking  the  period  at  the  end  of  paragraph  (9)  and  inserting  a  semicolon  and 
"and";  and 

(3)  by  adding  at  the  end  the  following  new  paragraph: 

"(10)  establish  the  Spark  M.  Matsunaga  Scholars  Program,  which  shall  include  the 
provision  of  scholarships  and  educational  programs  in  international  peace  and  conflict 
management  and  related  fields  for  outstanding  secondary  school  students  and  the  provision  of 
scholarships  to  outstanding  undergraduate  students,  with  program  participants  and  recipients 
of  such  scholarships  to  be  known  as  'Spark  M.  Matsunaga  Scholars'.". 

(c)  CONTRACTS  AND  PRIVATE  GIFTS  AND  CONTRIBUTIONS.-Subsection  (h)  of 
section  1705  of  the  United  States  Institute  of  Peace  Act  (22  U.S.C.  4604(h))  is  amended  - 

(1)  by  amending  paragraph  (2)  to  read  as  follows: 

"(2)  The  Institute  and  the  legal  entity  described  in  section  1704(c)  may  not  accept  any 
gift,  contribution,  or  grant  from  a  foreign  government,  any  agency  or  instrumentality  of  such 
government,  any  international  organization,  or  any  a  corporation  or  other  legal  entity  in  which 
natural  persons  who  are  nationals  of  a  foreign  country  own,  directly  or  indirectly,  more  than  50 
percent  of  the  outstanding  capital  stock  or  other  beneficial  interest  in  such  legal  entity.";  and 

(2)  in  paragraph  (3)  by  striking  "individual."  and  inserting  "individual,  except 
such  Institute  or  legal  entity  may  accept  such  a  gift  or  contribution  to- 

"(A)  purchase,  lease  for  purchase,  or  otherwise  acquire,  construct,  improve, 
furnish,  or  maintain  a  suitable  permanent  headquarters,  any  related  facility,  or  any  site  or 
sites  for  such  facilities  for  the  Institute  and  the  legal  entity  described  in  section  1704(c);  or 

"(B)  provide  program-related  hospitality,  including  such  hospitality 
connected  with  the  presentation  of  the  Spark  M.  Matsunaga  Medal  of  Peace.". 
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The  Higher  Education  Technical  Amendments  of  1993,  Pub.  L.  No.  103-208  (Dec.  20, 1993),  107 

Stat.  2457,  U.S.C.  ,  corrected  a  typographical  error  made  in  printing  the  Higher 

Education  Amendments  of  1992,  which  had  inadvertently  reauthorized  appropriations  for  the 
Institute  for  four  rather  than  six  years.  The  consequence  of  this  technical  change  for  4  to  6  was 
to  extend  reauthorization  to  fiscal  year  1999.  The  relevant  provisions  are: 

(a)  Short  Title.— This  Act  may  be  cited  as  the  "Higher  Education  Technical  Amendments 
of  1993". ... 

(k)  Amendments  to  the  1992  Amendments.— The  Higher  Education  Amendments  of  1992 
(Public  Law  102-325;  106  Stat.  459)  is  amended—  ... 

(14)  in  the  subsection  (a)(1)  amended  by  1554(a),  by  striking  "4"  and  inserting  "6". 
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JOHN  A.   GANNON,  ACTING   CHAIRPERSON,   NATIONAL  COUNCIL   ON 
DISABILITY 

EDWARD  P.  BURKE,  ACTING  EXECUITVE  DIRECTOR 

INTRODUCTION  OR  WITNESSES 

Ms.  Pelosi  [presiding].  Good  morning,  Mr.  Gannon.  This  hearing 
of  the  Labor,  Health  and  Human  Services,  and  Education  Sub- 
committee of  Appropriations  is  called  to  order. 

Our  first  witness  is  Mr.  John  Gannon,  Acting  Chairperson  for  the 
National  Council  on  Disability,  and  Mr.  Edward  Burke,  Acting  Ex- 
ecutive Director  of  the  National  Council  on  Disability. 

Gentlemen,  welcome.  Your  full  statements  will  be  entered  in  the 
record.  Please  proceed. 

Opening  Statement 

Mr.  Gannon.  Good  morning,  Madam  Chairperson.  I  do  have  tes- 
timony that  covers  our  activities  in  1993  and  1994,  but  for  the  sake 
of  brevity,  we  could  get  right  to  our  budget  figures,  if  you  would 
prefer,  in  order  to  expedite  things. 

Ms.  Pelosi.  That  would  be  fine.  Your  full  statement,  as  I  men- 
tioned, will  be  entered  in  the  record  and  reviewed.  What  page 
would  that  take  us  to,  sir? 

Mr.  Gannon.  Page  4,  about  the  center,  where  I  introduce  Mr. 
Burke. 

Ms.  Pelosi.  Thank  you  for  your  excellent  testimony,  Mr.  Gan- 
non. 

Mr.  Gannon.  This  is  our  budget  request  for  Fiscal  Year  1995. 

Ms.  Pelosi.  Mr.  Burke. 

FISCAL  YEAR  1995  BUDGET  REQUEST 

Mr.  Burke.  Thank  you,  Madam  Chair.  This  is  a  new  twist  on 
reinventing  government,  I  guess. 

Let  me  begin  by  stating  that  consistent  with  the  efforts  of  the 
Administration  and  the  Congress  to  lower  the  Federal  deficit,  we 
are  asking  for  less  funding  in  Fiscal  Year  1995  than  our  1994  ap- 
propriation. In  most  line  items  of  our  budget,  there  is  little  change. 
In  the  interest  of  time,  I  will  highlight  those  major  changes  for  you 
and  then  would  be  pleased  to  answer  any  questions  you  might  have 
on  the  remaining  items. 

In  the  area  of  personnel,  we  are  requesting  an  increase  in  our 
total  personnel  compensation  line  of  $19,000.  This  is  to  accommo- 
date the  one  FTE  we  reassigned  under  the  Rehabilitation  Act  Tech- 
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nical  Amendments  of  1993.  Under  this  reassignment,  we  will  be 
gaining  a  research  specialist  position,  which  is  offset  by  the  rede- 
ployment of  another  position,  in  order  to  accomplish  more  of  our 
policy  research  activities  in-house. 

In  the  area  of  travel  and  transportation,  we  are  requesting  an  in- 
crease of  $29,000.  This  is  to  accommodate  our  commitment  to  im- 
proving customer  service  through  reaching  out  to  the  members  of 
the  disability  policy  community  and  seeking  their  wisdom  as  we 
continue  our  research  on  improving  disability  policy.  This  increase 
will  also  meet  the  travel  needs  of  new  Council  members  from  dif- 
ferent parts  of  the  country,  many  of  whom  will  be  people  with  dis- 
abilities, which  might  affect  travel  expenditures  for  items  such  as 
accessible  vans  instead  of  taxis,  personal  assistance  services,  et 
cetera. 

We  also  are  requesting  a  total  increase  of  $13,000  in  our  rental 
payments  to  cover  our  lease  expenses  for  our  office  at  1331  F  Street 
in  the  District  of  Columbia. 

In  the  area  of  services,  we  are  proposing  an  overall  decrease  in 
this  category  of  $59,000.  This  is  due  to  the  fact  that  with  the  addi- 
tional research  staff  position,  we  will  be  able  to  do  more  policy 
work  in-house. 

During  Fiscal  Year  1995,  we  plan  to  conduct  research  on  issues 
such  as  the  impact  of  proposed  health  care  structures  and  policies 
on  Americans  with  disabilities,  personal  assistance  services,  out- 
comes of  the  Americans  with  Disabilities  Act  and  other  issues  of 
importance  to  people  with  disabilities,  their  families  and  commu- 
nities. 

In  the  areas  of  supplies,  materials,  and  equipment,  we  propose 
to  reduce  our  line  items  for  office  supplies  and  materials  as  well 
as  equipment  by  a  total  of  $22,000.  This  is  due  to  the  sufficient  ac- 
quisition of  supplies  and  materials  as  well  as  the  acquisition  of  our 
new  computer  equipment  during  the  past  year. 

Finally,  let  me  assure  you  that  during  1995  the  National  Council 
on  Disability  will  continue  its  interagency  policy  liaison  activities 
with  the  National  Institute  on  Disability  and  Rehabilitation  Re- 
search (NIDRR),  the  Rehabilitation  Services  Administration,  the 
Office  for  Special  Education  and  Rehabilitative  Services  and  the 
President's  Committee  on  the  Employment  of  People  with  Disabil- 
ities. 

We  will  also  increase  our  outreach  activities  to  national  organiza- 
tions concerned  about  disability  policy  as  well  as  the  private  sector. 
In  this  way,  we  will  be  able  to  ensure  that  the  policy  guidance  we 
provide  to  the  President  and  to  Members  of  Congress  is  truly  rep- 
resentative of  the  needs  and  aspirations  of  people  with  disabilities. 

Thank  you. 

Mr.  Gannon  will  conclude  our  remarks. 

CONCLUDING  STATEMENT 

Mr.  Gannon.  Thank  you,  Ed. 

In  closing,  let  me  state  that  we  are  truly  excited  about  the  our 
planned  activities  for  Fiscal  Year  1995.  We  will,  of  course,  continue 
to  provide  the  President  and  the  Congress  with  timely  information 
and  advice  on  the  most  pressing  issues  facing  Americans  with  dis- 
abilities. 
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We  want  you  and  the  public  to  know  that  we  will  continue  to 
serve  you  and  we  pledge  to  do  everything  humanly  possible  to 
make  sure  that  we  will  serve  you  well  in  a  timely  manner. 

In  this  regard,  I  once  again  invite  all  of  you  and  your  staff  to  con- 
tact the  Council  at  any  time  if  you  need  information  regarding  is- 
sues affecting  people  with  disabilities,  or  even  for  assistance  in 
using  appropriate  terminology  in  a  speech,  providing  background 
information  for  responses  to  constituent  letters,  and  the  like.  We 
are  here  to  serve  you,  and  through  doing  so,  help  provide  the  best 
possible  congressional  response  to  the  needs  of  people  with  disabil- 
ities, their  families  and  communities. 

Finally,  let  me  state  that  the  Council's  overall  mission  is  to  pro- 
pose policy  that  will  allow  persons  with  disabilities  to  be  independ- 
ent, productive,  taxpaying  citizens,  who  are  valued  and  equal  mem- 
bers of  their  families  and  communities  as  they  wish  to  be.  We  ask 
that  you  provide  us  the  basic  resources  we  need  in  order  to  achieve 
this  important  mission,  and  thank  you  for  your  attentiveness  and 
serious  consideration  of  our  Fiscal  Year  1995  budget  request. 

We  welcome  any  questions  the  Madam  Chair  may  have. 

[The  prepared  statement  and  biography  of  Edward  Burke  follow:] 
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Introduction.     Good  morning.    My  name  is  John  Gannon  and  I  serve  as  Acting  Chairperson 
of  the  National  Council  on  Disability,  headquartered  in  Washington,  DC.   With  me  this 
morning  is  Ed  Burke,  Acting  Executive  Director  of  the  Council.   As  you  know,  our  purpose 
here  this  morning  is  to  present  our  budget  proposal  for  Fiscal  Year  (FY)  1995.   First,  I  will 
present  you  with  a  brief  overview  of  the  Council  and  its  work,  particularly  our  work  during 
FY  1993  and  FY  1994.   Next,  Mr.  Burke  will  present  our  proposed  budget  for  FY  1995  and 
provide  you  with  an  explanation  regarding  this  proposal.   Finally,  I  will  make  a  few  closing 
remarks  and  then  welcome  any  questions  you  might  have.   If  this  is  acceptable  to  the 
Committee  members,  we  will  proceed. 

Overview  of  the  National  Council  on  Disability.    The  National  Council  on  Disability  is  an 
independent  federal  agency  led  by  15  members  appointed  by  the  President  and  confirmed  by 
the  Senate.   The  National  Council  was  initially  established  in  1978,  and  was  designated  as  an 
independent  agency  in  1984,  so  that  it  might  be  in  a  position  to  offer  objective  and 
independent  expert  advice  to  the  Congress  and  the  Administration.   The  statutory  mandate 
of  the  National  Council  is  very  broad,  covering  all  aspects  of  disability  policy,  and  was  most 
recently  modified  by  the  Rehabilitation  Act  Amendments  of  1992.   While  many  government 
agencies  address  issues  and  programs  affecting  people  with  disabilities,  the  National  Council 
is  the  only  federal  agency  charged  with  analyzing  and  making  recommendations  on  issues  of 
public  policy  which  affect  people  with  disabilities  regardless  of  age,  disability  type,  perceived 
employment  potential,  economic  need,  specific  functional  ability,  status  as  a  veteran,  or  other 
individual  circumstance.   The  National  Council  has  a  unique  opportunity  to  facilitate 
independent  living,  community  integration,  and  employment  opportunities  for  people  with 
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disabilities  by  addressing  the  concerns  or  persons  with  disabilities  and  eliminating  barriers  to 
their  active  participation  in  community  and  family  life. 

Major  Accomplishments  During  FY  1993.   In  an  effort  to  provide  leadership  in  the 
identification,  development,  and  evaluation  of  disability  policy,  the  National  Council 
undertook  a  variety  of  activities  in  FY  1993.   We  published  an  unprecedented  number  and 
variety  of  policy  reports  to  the  President  and  the  Congress  covering  areas  such  as  the 
implementation  of  the  Americans  with  Disabilities  Act,  access  to  health  insurance  for 
persons  with  disabilities,  the  education  of  children  with  disabilities,  the  status  of  minorities 
with  disabilities,  assistive  technology  devices  and  services,  wilderness  access,  and  our  annual 
report  to  Congress.   During  FY  1993,  the  National  Council  conducted  numerous  public 
hearings,  forums  and  meetings  on  issues  affecting  people  with  disabilities,  including  the 
inclusion  of  students  with  disabilities  in  high  quality,  neighborhood  school-based  educational 
programs.     These  hearings  and  meetings  have  provided  us  with  irreplaceable  insight  into 
the  everyday  reality  experienced  by  people  with  disabilities  throughout  the  country.   The 
National  Council  also  continued  to  act  as  liaison  to  the  National  Institute  on  Disability  and 
Rehabilitation  Research  and  the  President's  Committee  on  Employment  of  People  with 
Disabilities.   In  addition  to  this,  the  Council  appeared  before  the  Senate  in  order  to  provide 
testimony  on  the  reauthorization  of  the  Technology  Related  Assistance  for  Individuals  with 
Disabilities  Act. 

Over  the  course  of  the  year,  the  National  Council  received  thousands  of  telephone  calls, 
letters,  and  requests  for  information  from  concerned  individuals  and  organizations  about 
disability  issues.   The  Council  continued  to  increase  its  communication  of  important 
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information  to  persons  with  disabilities  and  their  families,  the  President,  the  Congress,  and 
the  public  at  large  through  our  newsletter,  special  and  annual  reports,  and  ongoing 
interaction  with  the  news  media. 

Finally,  the  Council  held  official  business  meetings  in  Arlington,  VA;  Tucson,  AZ;  New 
York,  NY;  and  Chicago,  IL.   During  FY  1993,  President  Clinton  nominated  Marca  Bristo  of 
Chicago,  IL  as  Chairperson  for  the  Council. 

Current  and  Planned  Activities.    Thus  far  during  FY  1994,  the  Members  and  staff  of  the 
National  Council  on  Disability  have  been  involved  in  a  wide  variety  of  policy  research, 
interagency  liaison,  and  outreach  activities.   Our  current  policy  research  activities  include 
the  following  areas:   the  impact  of  health  care  reform  proposals  on  Americans  with 
disabilities,  the  continued  implementation  of  the  Americans  with  Disabilities  Act 
(particularly  as  it  relates  to  people  with  cognitive  disabilities),  setting  a  disability  policy 
research  agenda  for  the  1990s,  making  inclusionary  education  work,  administrative  and 
financial  factors  involved  in  inclusionary  education,  and  creating  better  access  to  assistive 
technology.   We  also  plan  to  issue  a  report  entitled  National  Disability  Policy:  A  Progress 
Report  to  the  Administration  and  the  Congress. 

During  FY  1994,  the  National  Council  on  Disability  is  continuing  its  interagency  policy 
liaison  activities  with  the  National  Institute  on  Disability  and  Rehabilitation  Research,  the 
Rehabilitation  Services  Administration,  the  Office  for  Special  Education  and  Rehabilitative 
Services,  the  President's  Committee  on  the  Employment  of  People  with  Disabilities,  and 
other  governmental  entities.   The  purpose  of  these  liaison  activities  is  to  ensure,  to  the 
greatest  degree  possible,  that  Federal  programs  serving  people  with  disabilities  are 
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knowledgeable  concerning  each  other's  activities  in  order  to  avoid  duplication  of  effort.   In 
addition,  these  on-going  contacts  are  quite  useful  to  the  Council  in  its  development  of  policy 
options  for  consideration  by  the  Administration  and  the  Congress.   In  addition,  we  are 
continuing  our  interaction  with  various  national  organizations  concerned  with  disability 
policy  as  well  as  the  private  sector. 

Finally,  I  am  pleased  to  report  that  during  FY  1994  the  Council  has  relocated  its  offices 
from  800  Independence  Avenue,  S.W.  to  1331  F  Street,  N.W.  in  the  District  of  Columbia. 
This  move,  necessitated  by  the  non-renewal  of  our  leasing  arrangement  with  the  Federal 
Aviation  Administration,  has  placed  us  in  closer  proximity  to  both  the  President's 
Committee  on  the  Employment  of  People  with  Disabilities  and  the  Architectural  and 
Transportation  Barriers  Compliance  Board,  as  well  as  the  White  House.   As  part  of  this 
move,  we  have  updated  our  office  systems  to  establish  a  networked  computer  system  and 
ensure  optimal  accessibility  for  persons  with  disabilities. 

I  would  now  like  to  ask  Mr.  Ed  Burke,  Acting  Executive  Director  of  the  Council,  to  present 
our  FY  1995  budget  request  and  planned  activities  to  you. 

Budget  Request  for  FY  1995.   Thank  you,  Mr.  Gannon.   Good  morning,  Mr.  Chairman  and 
Members  of  the  Subcommittee.    Let  me  begin  by  stating  that  consistent  with  the  efforts  of 
the  Administration  and  the  Congress  to  lower  the  Federal  deficit,  we  are  asking  for  less 
funding  in  FY  1995  than  our  FY  1994  appropriation.   In  most  line  items  of  our  budget  there 
is  little  change.   In  the  interest  of  time,  I  will  begin  by  highlighting  the  major  line  item 
changes  we  are  proposing  to  you.   I  would  then  be  pleased  to  provide  you  with  a  greater 
degree  of  detail  on  remaining  line  items  and  answer  any  questions  you  might  have. 
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Personnel.   We  are  requesting  an  increase  in  our  Total  Personnel  Compensation  line  of 
$19,000.   This  is  to  accommodate  one  FTE  we  reassigned  under  the  Rehabilitation  Act 
Technical  Amendments  of  1993  (P.L.  103-73).   Under  this  reassignment,  we  will  be  gaining  a 
Research  Specialist  position  (which  is  offset  by  the  redeployment  of  another  position)  in 
order  to  accomplish  more  of  our  policy  research  activities  "in  house." 

Travel  and  Transportation  of  Persons.   We  are  requesting  an  increase  of  $29,000  in  our 
travel  line  item.   This  is  to  accommodate  our  commitment  to  improving  customer  service 
through  reaching  out  to  the  members  of  the  disability  policy  community  and  seeking  their 
wisdom  as  we  continue  our  research  on  improving  disability  policy.   This  increase  will  also 
meet  the  travel  needs  of  new  Council  Members  from  different  parts  of  the  country,  many  of 
whom  will  have  disabilities  which  affect  their  travel  expenditures   (e.g.  using  accessible  vans 
instead  of  taxis,  needing  personal  assistance  providers,  etc.). 

Rental  Payments.   We  are  requesting  a  total  increase  of  $13,000  in  our  line  items  covering 
rent  payments  in  order  to  meet  our  lease  obligations  in  this  area. 

Services.   We  are  proposing  an  overall  decrease  in  this  category  of  $59,000.   This  is  due  to 
the  fact  that  with  the  additional  research  staff  position,  we  will  be  able  to  do  more  policy 
work  "in-house".   During  FY  1995  we  plan  to  conduct  research  on  issues  such  as  the  impact 
of  proposed  health  care  structures  and  policies  on  Americans  with  disabilities,  personal 
assistance  services,  outcomes  of  the  Americans  with  Disabilities  Act,  and  other  issues  of 
importance  to  people  with  disabilities,  their  families,  and  communities. 
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Supplies  and  Materials/Equipment.   During  FY  1995,  we  propose  to  reduce  our  line  items 
for  office  supplies  and  materials  as  well  as  equipment  by  a  total  of  $22,000.   This  is  due  to 
the  sufficient  acquisition  of  supplies  and  materials  as  well  as  new  computer  equipment 
during  FY  1993  and  FY  1994. 

Finally,  let  me  assure  you  that  during  FY  1995,  the  National  Council  on  Disability  will 
continue  its  interagency  policy  liaison  activities  with  the  National  Institute  on  Disability  and 
Rehabilitation  Research,  the  Rehabilitation  Services  Administration,  the  Office  for  Special 
Education  and  Rehabilitative  Services,  the  President's  Committee  on  the  Employment  of 
People  with  Disabilities,  and  other  governmental  entities.   We  will  also  increase  our  outreach 
to  national  organizations  concerned  with  disability  policy  as  well  as  the  private  sector.   In 
this  way,  we  will  be  able  to  ensure  that  the  policy  guidance  we  provide  to  the  President  and 
Members  of  Congress  is  truly  representative  of  the  needs  and  aspirations  of  people  with 
disabilities. 

Mr.  Gannon  will  now  conclude  our  remarks. 

Conclusion.  Thank  you,  Mr.  Burke.  In  closing,  let  me  state  that  we  are  truly  excited  about 
our  planned  activities  for  FY  1995.  We  will,  of  course,  continue  to  provide  the  President 
and  the  Congress  with  timely  information  and  advice  on  the  most  pressing  issues  facing 
Americans  with  disabilities.  We  want  you  and  the  public  to  know  that  we  continue  to  be 
here  to  serve  you,  and  we  pledge  to  do  everything  humanly  possible  to  make  sure  that  we 
serve  you  well  in  a  timely  manner.  In  this  regard,  I  once  again  invite  all  of  you  and  your 
staff  to  contact  the  Council  at  any  time  if  you  need  information  regarding  issues  affecting 
people  with  disabilities,  or  even  for  assistance  in  using  appropriate  terminology  in  a  speech, 
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providing  background  information  for  responses  to  constituent  letters,  and  the  like.   We  are 
here  to  serve  you  and,  through  doing  so,  help  provide  the  best  possible  Congressional 
response  to  the  needs  of  people  with  disabilities,  their  families,  and  communities. 

Finally,  let  me  state  that  the  Council's  overall  mission  is  to  propose  policy  that  will  allow 
persons  with  disabilities  to  be  independent,  productive,  tax-paying  citizens,  who  are  valued 
and  equal  members  of  their  families  and  communities,  as  they  wish  to  be.   We  ask  that  you 
provide  us  the  basic  resources  we  need  in  order  to  achieve  this  important  mission.   Thank 
you  for  your  attentiveness  and  your  serious  consideration  of  our  FY  1995  budget  request. 
We  would  welcome  any  questions  you  might  have. 
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BIOGRAPHICAL  INFORMATION 

John  A.  Gannon.  Acting  Chairperson.   (Cleveland,  Ohio,  and  Washington,  D.C.).   A  fire 
Fighter  for  more  than  30  years,  Mr.  Gannon  was  an  active  leader  of  the  International 
Association  of  Fire  Fighters  (IAFF)  Local  93.   Starting  as  a  member  of  the  local  IAFF 
committee,  he  eventually  became  President,  a  position  he  held  for  10  years  before  being 
elected  to  national  office.    In  September  1988,  Mr.  Gannon  was  elected  IAFF  President 
Emeritus.    He  had  served  as  President  of  the  170,000-member  organization  since  1980. 
Under  his  leadership,  the  IAFF  expanded  its  role  in  occupational  safety  and  health. 
Concerned  about  the  hazards  of  his  profession,  he  guided  and  directed  a  series  of  programs 
to  promote  greater  safety  and  health  protection.   One  program  sponsored  research  on  safer 
garments  and  equipment  for  fire  fighters.   Mr.  Gannon  also  fostered  development  of  the 
IAFF  Burn  Foundation,  which  raises  funds  for  research  on  the  care  of  people  who  have 
experienced  severe  burns.   In  1985,  the  Metropolitan  General  Hospital  in  Cleveland  dedicated 
the  John  Gannon  Burn  and  Trauma  Center  in  recognition  of  his  support  for  the  hospital. 

Mr.  Gannon  was  elected  Vice  President  of  the  AFL-CIO,  with  which  the  IAFF  is  affiliated. 
Within  the  AFL-CIO,  he  was  Vice  President  of  the  Public  Employee  Department.   On  the 
Executive  Council,  he  was  a  member  of  several  committees.   He  serves  on  the  board  of  the 
National  Joint  Council  of  Fire  Service  Organizations  and  in  1982  served  as  its  Chairman.   He 
is  a  Member  of  the  Board  of  the  Muscular  Dystrophy  Association.   Mr.  Gannon  was 
appointed  to  the  National  Council  on  Disability  in  December  1988  and  has  served  as  Acting 
Chairperson  since  February  1993.   Mr.  Gannon  attended  Miami  University  in  Ohio  and 
Glasgow  University  in  Scotland,  and  studied  at  Baldwin- Wallace  College  and  Cleveland  State 
University. 

Edward  P.  Burke.  Acting  Executive  Director.    (Alexandria,  VA).    Mr.  Burke  was  appointed 
Acting  Executive  Director  in  August  1993.    Prior  to  this,  he  served  as  Special  Assistant  to  the 
Commissioner  at  the  U.S.  Administration  on  Developmental  Disabilities,  where  he  worked 
with  the  Commissioner  and  senior  staff  in  the  management  of  an  annual  budget  in  excess  of 
$105  million,  supporting  a  national  network  of  over  160  programs  (Developmental  Disabilities 
Councils,  Protection  and  Advocacy  Systems,  University  Affiliated  Programs,  and  Projects  of 
National  Significance).   Mr.  Burke  has  also  served  as  the  Executive  Director  of  the  New 
Hampshire  Developmental  Disabilities  Council  and  Executive  Director  of  Autism  Services 
Association  in  Massachusetts.   He  has  extensive  experience  in  direct  work  with  people  with 
severe  disabilities  and  family  members,  particularly  on  issues  such  as  family  support, 
individual  support  and  advocacy,  special  education  in  inclusive  neighborhood  schools, 
responsive  deinstitutionalization  programming,  and  expert  court  opinion. 

Mr.  Burke  holds  several  degrees  and  certifications  in  the  areas  of  special  and  regular 
education  and  was  awarded  one  of  two  Winston  Churchill  Fellowships  granted  to  U.S.  citizens 
in  1979.   He  has  considerable  experience  in  serving  as  a  consultant  and  trainer  to  major 
governmental  and  private  sector  agencies  in  the  U.S.  and  abroad  around  the  planning, 
implementation,  and  evaluation  of  programs  designed  to  increase  the  independence  and 
community  integration  of  people  with  disabilities.    He  has  published  and  edited  numerous 
articles  and  papers  on  both  the  clinical  and  policy  aspects  of  serving  people  with  disabilities. 
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STATUS  OF  COUNCIL  NOMINATIONS 

Ms.  Pelosi.  Thank  you,  Mr.  Gannon,  Mr.  Burke.  I  do  have  a  few 
questions  for  the  Committee. 

Gentlemen,  how  many  of  the  15  council  members'  terms  are  cur- 
rently expired,  and  what  is  the  status  of  the  confirmation  of  the 
President's  nominees  for  these  positions? 

Mr.  Gannon.  Presently  the  designated  permanent  Chair  and  an- 
other member  of  the  Council's  names  have  been  sent  to  the  Senate. 
There  are  12  members  whose  terms  have  expired.  There  will  be 
three  more  by  September  of  this  year.  So  by  the  end  of  September, 
there  would  be  a  total  changeover  in  the  Council.  Two  of  the 
present  members  are  up  for  renomination,  myself  and  Mr.  Larry 
Brown,  Jr. 

Ms.  Pelosi.  That  is  two  of  the  12  whose  terms  have  expired. 

Mr.  Gannon.  That  is  correct. 

Ms.  Pelosi.  So  there  are  10  who  are  serving  whose  terms  have 
expired,  but  they  are  serving. 

Mr.  Gannon.  Yes.  The  law  states  that  we  serve  until  replaced. 

STATUS  OF  COUNCIL  STAFF 

Ms.  Pelosi.  The  Committee  understands  that  three  of  the  Coun- 
cil's nine  staff  positions,  including  the  executive  director's  position, 
are  currently  vacant.  Why  haven't  these  positions  been  filled? 

Mr.  Gannon.  Basically  we  have  been  waiting  for  the  transition. 
We  had  thought  in  this  past  year  that  it  would  have  occurred  much 
faster.  We  are  rather  reluctant  to  hire  someone  that  the  new  Chair 
might  replace.  We  have  gone  through  the  process  of  advertising 
and  have  interviewed  some  research  people. 

Ms.  PELOSI.  You  have  been  serving  as  Acting  Chairman  for  about 
a  year. 

Mr.  Gannon.  Yes,  since  February  5th,  1993. 

Ms.  PELOSI.  Over  a  year.  How  have  the  staff  vacancies  and  ex- 
pired terms  affected  the  Council's  ability  to  carry  out  its  work  plan 
and  fulfill  its  mission? 

Mr.  Gannon.  We  have  had  to  contract  out  work.  I  personally 
would  prefer  to  have  a  career  person  do  the  work,  rather  than  con- 
tracting out.  Hopefully  we  will  soon  achieve  that. 

THE  AMERICANS  WITH  DISABILITIES  ACT:  EMPLOYMENT 

Ms.  Pelosi.  I  have  a  few  questions  about  the  Americans  with 
Disabilities  Act.  What  are  the  major  Americans  with  Disabilities 
Act  implementation  issues  that  you  are  tracking  through  your  ADA 
Watch  Program? 

Mr.  Gannon.  We  are  basically  trying  to  determine  the  violations, 
the  EEO  complaints,  and  where  the  faults  are  through  the  ADA 
Watch.  We  are  complimenting  businesses  that  do  comply  and  point- 
ing out  to  those  that  don't  that  the  law  is  there,  it  is  enforceable, 
and  that  it  should  be  adhered  to. 

We  issued  our  ADA  Watch;  Year  One  report  last  March  and  in- 
tend to  do  a  follow-up.  We  have  also  worked  in  conjunction  with 
the  National  Institute  on  Disability  and  Rehabilitation  Research  in 
furthering  the  goals  of  Americans  with  Disabilities  Act  through  dis- 
ability policy  research.  We  have  a  copy  of  that  report  here. 
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Ms.  Pelosi.  Would  any  of  that  research  tell  us  how  implementa- 
tion of  ADA  has  been  progressing  and  what  impact  it  has  had  on 
the  unemployment  rate  of  persons  with  disabilities? 

Mr.  GANNON.  Yes.  Overall,  it  has  not  been  the  horror  picture 
that  the  opposition  painted  as  far  as  costs  to  businesses.  And  over- 
all there  has  been  very  good  compliance  with  the  law.  There  are 
some  that  do  take  the  position  of  "Sue  me  and  find  out,"  but  the 
disability  community  is  not  running  to  the  Justice  Department  fil- 
ing complaint  after  complaint.  They  are  waiting  for  the  law  to  real- 
ly take  effect. 

Is  there  anything  else,  Ed,  you  could  add  to  that? 

Mr.  Burke.  Our  understanding  so  far  is  that  in  the  area  of  em- 
ployment the  most  of  complaints  have  come  in  from  people  who  al- 
ready are  on  the  job,  or  who  become  disabled  on  the  job,  who  feel 
they  are  being  denied  a  promotion  unfairly  due  to  their  disability. 
So  thus  far — and  again  it  is  early  on — the  major  categories  of  em- 
ployment complaints  have  come  from  people  who  are  already  on 
the  job. 

There  has  not  been  this  great  rush  of  new  people  into  the  labor 
market  as  we  had  thought  there  would  be  in  the  beginning.  We  are 
certainly  seeing  an  expansion  of  options  for  people  with  severe  dis- 
abilities, for  example,  supported  employment  and  other  forms  of  as- 
sisted employment.  These  options  are  assisting  folks  who  up  until 
perhaps  five  to  10  years  ago  wouldn't  have  even  been  considered 
in  the  employment-unemployment  statistics. 

Ms.  Pelosi.  So  would  one  conclude  that  most  of  the  ADA  im- 
provements, in  terms  of  access,  are  used  by  the  clients  and  cus- 
tomers of  businesses  and  offices  rather  than  enabling  businesses  to 
thus  far  be  able  to  hire  people  with  disabilities? 

Mr.  Burke.  It  is  pretty  much  affecting  the  existing  framework. 
As  I  was  just  indicating,  it  is  expanding,  but  it  takes  a  while  to 
expand. 

Ms.  Pelosi.  It  will  be  interesting  to  see  how  that  changes  even 
until  next  year. 

Mr.  Gannon.  One  of  the  major  problems  with  employment  is 
medical  insurance,  health  insurance. 

AMERICANS  WITH  DISABILITIES  ACT:  EFFECT  ON  INDUSTRY 

Ms.  Pelosi.  Well,  we  are  going  to  get  to  that.  The  General  Ac- 
counting Office  has  just  released  a  report  on  the  challenges  faced 
by  transit  agencies  in  complying  with  the  requirements  of  the 
Americans  with  Disabilities  Act.  Are  there  any  industries  facing 
similar  financial  and  other  barriers  to  implementation  that  you  are 
aware  of? 

Mr.  Burke.  Probably  the  one  that  has  been  most  publicized  in- 
volves the  hotel  industry.  The  hotel  cases  have  really  been  in  our 
view,  more  a  result  of  the  companies  receiving  really  bad  advice 
from  their  architects  within  the  past  few  years,  having  just  gone 
through  a  major  renovation  of  a  hotel  and  then  finding  out  that  the 
architect  did  not  provide  the  proper  angle  for  ramps,  width  for 
doorways  and  those  sorts  of  issues. 

So  there  have  been  cases  affecting  hotels.  The  Intercontinental 
Hotel  case  was  a  rather  expensive  one.  It  was  settled,  but  that  so 
far  has  been  pretty  much  the  biggest  one. 
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Of  course,  the  Empire  State  Building  was  recently  in  the  news 
as  needing  some  renovations  in  that  regard  as  well. 

But  by  and  large  it  is  working.  We  have  seen  this  even  in  our 
own  work  as  a  Council.  For  example,  we  had  a  meeting  at  a  hotel 
last  year  and  found  that  there  were  certain  inaccessible  features  to 
the  hotel.  Rather  than  immediately  get  on  the  phone  to  the  Access 
Board  or  the  Justice  Department,  we  said,  "Look,  this  is  what  you 
need  to  do.  We  would  be  happy  to  come  back  in  a  little  while  and 
see  how  you  are  doing."  And  they  said,  "Fine,"  the  job  got  done. 

So  I  think  it  is  a  matter  of  approach,  in  many  instances,  or  how 
people  are  approached.  If  there  is  a  real  person  there  who  obviously 
cannot  access  the  facility  as  a  result  of  some  feature,  I  think  people 
are  a  little  bit  more  willing  to  talk  and  be  reasonable. 

Ms.  Pelosi.  In  our  State,  for  example,  there  was  a  deadline  to 
make  certain  changes  which  predated  the  ADA  by  just  a  short  pe- 
riod of  time.  We  had  some  expressions  of  concern  from  people  there 
saying  if  there  had  been  some  coordination  on  the  dates  with  the 
Americans  with  Disabilities  Act,  they  could  have  done  everything 
by  a  certain  time.  But  of  course,  we  didn't  know  what  the  success 
of  our  legislation  and  the  regulations  would  be  until  it  happened. 
Have  you  heard  anything  like  that  from  States  where  they  had 
their  own  requirements  that  were  a  little  bit  earlier  than  the  ADA? 

Mr.  Burke.  Not  in  any  great  number.  We  have  heard  from  cer- 
tain municipalities  who  claim  they  were  going  to  be  bankrupted, 
until  we  reminded  them  that  what  they  were  talking  about  had 
been  covered  for  the  past  20  years  under  Section  504  of  the  Reha- 
bilitation Act  and  that  they  were  supposed  to  be  in  compliance  for 
the  past  20  years. 

Ms.  Pelosi.  I  guess  California  was  a  little  bit  ahead. 

HEALTH  CARE  REFORM 

On  health  care  reform,  you  mentioned  that  the  Council  will  be 
studying  the  impact  of  health  care  reform  proposals  on  Americans 
with  disabilities.  What  role  has  the  Council  been  playing  in  this 
year's  health  care  reform  debate? 

And  then,  Mr.  Gannon,  you  might  mention  in  what  ways  health 
care  benefits  might  be  an  obstacle  for  people  with  disabilities  to  get 
employment  and  how  health  care  reform  could  change  that. 

Mr.  Gannon.  Three  years  ago,  in  conjunction  with  the  National 
Institute  on  Disability  and  Rehabilitation  Research,  we  began  a 
two-year  study  on  health  care  and  insurance  problems  that  people 
with  disabilities  were  having,  and  came  out  with  our  report  last 
March.  It  clearly  shows  that  people  with  disabilities,  because  of  the 
phrase  "preexisting  condition,"  cannot  get  group  health  insurance 
with  employers  without  the  employer's  costs  being  raised  to  a  point 
where  it  is  almost  impossible  for  the  employer  to  have  coverage  for 
the  employees. 

We  had  one  employer  who  employed  26  people.  He  employed  a 
young  woman  who  was  disabled  and  who,  for  the  first  nine  months 
of  her  employment,  was  the  Employee  of  the  Month.  There  was  no 
tardiness,  no  absenteeism,  a  very  productive  person,  and  he  auto- 
matically put  her  in  the  health  insurance  plan.  When  the  premium 
had  expired  and  the  insurance  company  investigated  the  plant  and 
found  out  they  had  an  employee  with  a  disability,  they  doubled  the 
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premium  to  the  point  where  the  employer  said  he  could  hire  an- 
other person. 

We  have  had  people  testifying  that  they  had  been  offered  jobs, 
that  they  had  gone  through  their  Bachelor's  degrees  and  Master's 
degrees,  and  had  been  offered  jobs  paying  $28,000  or  $30,000,  but 
because  they  needed  to  buy  health  insurance  they  would  end  up 
losing  more  money  than  if  they  stayed  on  welfare  or  SSI  benefits. 
You  know,  people  want  to  work  but  the  preexisting  condition  provi- 
sions prevent  that. 

Our  studies  came  up  with  22  recommendations.  In  San  Diego  on 
March  30th,  we  will  conduct  our  first  town  meeting  on  health  care 
reform  proposals.  Then  we  go  from  San  Diego  to  Austin,  Texas  to 
Topeka,  Kansas  to  New  York  City  and  to  Philadelphia  during  the 
upcoming  Congressional  recess.  We  would  hope  that  Members 
would  attend.  As  a  matter  of  fact,  a  letter  has  been  sent  to  you, 
Madam  Chair.  If  you  could  attend,  we  would  appreciate  that. 

Ms.  Pelosi.  Thank  you. 

These  22  recommendations — have  you  conveyed  them  to  the 
health  care  reform  people  in  the  Administration? 

Mr.  Gannon.  Yes,  we  have.  We  did  that  on  March  4th  of  last 
year.  We  sent  them  to  the  President  and  the  Congress  and  a  half- 
hour  later  we  sent  them  to  Mrs.  Clinton.  We  wanted  to  make  sure 
that  the  President  got  them  first. 

Ms.  PELOSI.  Could  you  elaborate  further  on  your  work  in  setting 
disability  policy?  You  have  mentioned  your  report — will  you  submit 
that  for  the  record? 

Mr.  Burke.  Yes. 

Ms.  Pelosi.  Without  objection. 

[The  information  follows:] 
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The  National  Council  on  Disability's  1994  report, 
Furthering  the  Goals  of  the  Americans  with 
Disabilities  Act   through  Disability  Policy  Research  in 
the  1990s,    details  the  proceedings  of  a  national 
conference  co-sponsored  by  the  National  Council  and 
the  National  Institute  on  Disability  and 
Rehabilitation  Research  held  from  December  7-9,  1992 
in  Washington,  DC. 

The  main  goals  of  the  conference  were  (a)  to 
initiate  dialogue  on  furthering  the  goals  of  the  ADA 
through  disability  policy  research,  (b)  to  identify 
the  resources  and  infrastructures  available  to  enhance 
the  process,  and  (c)  to  articulate  steps  that  can  be 
taken  to  foster  disability  policy  research. 
Conference  sponsors  also  hoped  to  make  progress  in 
establishing  a  research  agenda  for  the  1990s  that 
would  be  responsive  to  the  goals  of  the  ADA.   Nearly 
200  participants  attended  all  or  part  of  the 
conference. 

The  conference  included  plenary  sessions  on 
disability  research  and  enforcement  of  the  ADA; 
putting  research  to  work  for  the  realization  of  the 
goals  of  the  ADA  from  the  perspectives  of  the 
disability  community  and  of  minorities  and  other 
underserved  populations;  shaping  an  interdisciplinary 
field  of  disability  studies  responsive  to  the  goals  of 
the  ADA;  strategies  for  adopting  a  common  nomenclature 
that  is  responsive  to  the  goals  of  the  ADA;  research 
strategies  for  statistics  using  survey  data;  the  role 
of  quantitative  and  qualitative  methodologies; 
research  strategies  for  monitoring  the  ADA;  and  future 
trends  in  disability  policy  research. 

Conference  attendees  also  participated  in  eight 
smaller  "breakout"  sessions.   These  sessions  examined 
topics  such  as  equality  of  opportunity,  full 
participation,  independent  living,  economic  self- 
sufficiency,  issues  related  to  special  populations, 
emerging  issues,  building  a  disability  studies 
discipline,  and  creating  a  common  nomenclature  and 
classification.   The  discussions  of  each  breakout 
session  were  reported  to  all  conference  attendees 
during  later  plenary  sessions. 

Participants  in  the  conference  engaged  in 
dialogue  on  many  issues.   Some  of  these  issues,  such 
as  full  participation  of  persons  with  disabilities  in 
research,  the  most  effective  mix  of  qualitative  and 
quantitative  research  approaches,  and  use  of  a  common 
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nomenclature,  were  not  resolved.   Nevertheless, 
conference  participants  provided  guidance  on  building 
infrastructure  and  establishing  priorities  for  future 
disability  policy  research. 

In  terms  of  infrastructure,  greater  coordination 
among  federal  agencies  concerned  with  disability 
policy  is  clearly  needed.   Additionally,  the  efforts 
of  NIDRR's  Interagency  Committee  on  Disability 
Statistics,  which  unites  data  producers  and  consumers 
within  the  federal  government,  must  be  supported  and 
enhanced.   Other  relevant  interagency  committees 
involved  in  examining  aging  and  health  issues,  in 
which  disability  can  play  a  role,  must  be  encouraged 
to  make  disability  a  consideration  in  all  major 
federal  policy  decisions. 

In  terms  of  concrete  suggestions  to  foster 
disability  policy  research  in  the  1990s,  conference 
participants  suggested  some  immediate  steps  that  will 
have  an  impact  in  the  short  term.   These  steps  include 
establishing  a  set  of  disability  indicators; 
continuing  study  of  the  World  Health  Organization's 
International  Classification  of  Impairments, 
Disabilities,  and  Handicaps;  and  ensuring  funding  for 
the  1993-94  Disability  Supplement  to  the  Federal 
Census. 

Over  the  long  term,  conference  participants 
recommended  the  following  actions:   involving  persons 
with  disabilities  (including  members  of  special 
populations)  in  the  research  process;  developing 
positive  measures  of  functional  capacity  and 
accommodation  rather  than  relying  on  existing  medical 
models;  disseminating  information  in  formats  that 
policy  makers  can  use;  developing  ways  to  integrate 
qualitative  and  quantitative  research  methodologies; 
improving  assistive  technologies;  improving  health 
insurance  coverage  for  persons  with  disabilities;  and 
continuing  to  develop  the  field  of  disability  policy. 
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RESEARCH  AND  COLLABORATION  IN  THE  1990S 

Ms.  Pelosi.  Could  you  elaborate  further  on  your  work  on  setting 
a  disability  research  agenda  for  the  1990s,  describing  the  extent  of 
your  collaboration  with  outside  groups  and  your  major  findings  to 
date? 

Mr.  Burke.  We  are  looking  at  the  1990s  as  a  time  when  one  of 
the  primary  driving  forces  in  disability  policy  will  be  the  implemen- 
tation of  the  Americans  with  Disabilities  Act  (ADA).  The  ADA  rep- 
resents one  of  those  key  revolutionary  events  that  will  be  affecting 
many,  many  areas  of  people's  lives.  So  our  primary  focus  will  be 
on  the  Americans  with  Disabilities  Act. 

We  are  also  considering,  with  input  from  the  community  of  per- 
sons with  disabilities  and  organizations  of  people  with  disabilities, 
the  development  of  a  set  of  national  disability  policy  goals  that 
would  cover  areas  such  as  employment,  health  care,  education,  and 
a  variety  of  other  areas.  We  will  be  determining  the  current  status 
of  people  in  these  various  areas  and  where  we  would  like  to  be  by 
the  year  2000  or  2001.  Then  we  can  set  targets  in  each  area. 

For  example,  unemployment  has  remained  the  same  for  years. 
Approximately  67  percent  of  persons  with  disabilities  are  unem- 
ployed. Well,  we  have  been  somewhat  patient  so  far,  understanding 
that  it  takes  a  while  to  implement  the  ADA,  but  we  certainly  hope 
that  within  the  next  five  years  we  would  see  those  figures  chang- 
ing. If  not,  we  need  to  know  why. 

So  in  many  ways  we  see  the  ADA  as  the  driving  force  behind  our 
disability  studies  in  the  1990s.  We  will  also  be  looking,  for  exam- 
ple, at  the  whole  area  of  special  education  and  the  degree  to  which 
special  education  can  be  more  integrated  with  the  general  edu- 
cation environment  rather  than  remaining  a  separate  entity  as  it 
has  to  date. 

These  are  the  kind  of  issues,  and  depending  on  the  issue,  we  will 
be  working  with  different  departments.  Obviously,  if  we  are  work- 
ing with  special  education  issues,  then  we  would  be  working  with 
Office  of  Special  Education  and  Rehabilitative  Services.  Adult  serv- 
ices would  come  under  the  Rehabilitation  Services  Administration, 
et  cetera. 

Ms.  Pelosi.  Can  you  tell  me  now  or  for  the  record  names  of  some 
of  the  outside  groups  that  you  would  be  collaborating  with. 

Mr.  Burke.  Certainly.  In  the  area  of  ADA  implementation,  for 
example,  we  have  been  working  with  organized  labor,  with  the 
AFL-CIO.  There  were  some  concerns  on  the  part  of  organized 
labor — and  rightfully  so — because  there  were  some  confusing  provi- 
sions in  the  ADA  regarding  organized  labor.  We  have  been  working 
on  that  and  have  a  joint  program  of  education  for  the  leadership 
in  the  various  unions.  We  are  also  taking  a  look  at  future  implica- 
tions for  the  Americans  with  Disabilities  Act. 

In  the  area  of  technology,  we  had  input  from  the  Electronics  In- 
dustries Foundation  around  the  reauthorization  of  the  Assistive 
Technology  Act  last  year  concerning  the  whole  concept  of  universal 
design  and  building  products  that  everybody  can  use.  Maybe  some- 
day all  of  us  will  be  able  to  figure  out  how  to  use  a  VCR. 

Ms.  Pelosi.  What  about  the  organized  groups  of  people  with  dis- 
abilities? 
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[The  information  follows:] 


In  addition  to  its  intergovernmental  activities,  the  National  Council  on  Disability 
interacts  with  various  national  organizations  concerned  with  disability  policy  on  a 
daily  basis.  Our  principal  interaction  is  with  the  Consortium  for  Citizens  with  Dis- 
abilities, a  coalition  of  over  100  national  groups  (including  groups  such  as  United 
Cerebral  Palsy  Associations,  The  Arc,  the  National  Parent  Network  on  Disabilities, 
the  National  Council  on  Independent  Living,  et  cetera)  concerned  with  disability 
policy  issues. 

Council  staff  work  with  the  Consortium's  Civil  Rights  Task  Force,  Education  Task 
Force,  and  Health  Care  Task  Force.  In  addition,  we  work  with  groups  such  as  the 
National  Association  of  Governor's  Committees  for  People  with  Disabilities,  the 
American  Association  of  Accessibility  Equipment  Manufacturers,  the  American  Soci- 
ety on  Aging,  and  other  groups. 

Through  association  with  groups  such  as  these,  the  Council  is  able  to  learn  of  the 
concerns  of  a  wide  variety  of  persons  representing  the  full  range  of  disabilities. 

Ms.  Pelosi.  Thank  you. 

RESEARCH  PROJECTS 

The  Council  is  requesting  approximately  $400,000  for  outside  re- 
search projects.  What  projects  are  you  planning  for  1995  and  what 
projects  do  you  plan  to  shift  in-house  once  you  hire  an  additional 
research  specialist? 

Mr.  Burke.  Well,  in  1995  we  are  going  to  be  looking  at  health 
care  reform,  its  impact,  and  by  that  point  we  are  projecting  that 
there  will  be  a  bit  more  clarity  regarding  proposed  structures  and 
policies  and  a  little  bit  more  definition.  We  want  to  be  looking  at 
the  potential  impact  of  those  structures  and  policies  on  Americans 
with  disabilities. 

Another  area  would  be  personal  assistance  services,  an  issue  that 
has  been  floating  around  for  many  years,  but  which  in  some  ways 
has  been  delayed  given  the  health  care  reform  debate.  We  will  be 
looking  at  the  degree  to  which  personal  assistance  services,  which 
can  enable  many  Americans  with  disabilities  to  hold  down  a  job 
and  live  independently  in  the  community,  might  be  reimbursable 
under  health  care  or  other  financial  sources. 

We  will  be  taking  a  look  at  the  Americans  with  Disabilities  Act 
in  terms  of  actual  outcomes  for  individuals  with  disabilities.  So  far 
we  have  pretty  much  been  dealing  at  a  statistical  level:  numbers 
of  complaints  and  various  categories  of  data.  We  would  like  to  put 
a  little  bit  more  of  a  human  face  on  those  statistics  and  take  a  look 
at  the  extension  of  the  ADA  to  smaller  employers. 

Another  ADA  issue  is  the  application  of  the  ADA  to  Americans 
with  cognitive  disabilities.  There  has  been  some  confusion,  we  feel, 
in  the  advocacy  community  regarding  the  application  of  the  Ameri- 
cans with  Disabilities  Act  to  people  who,  for  example,  have  mental 
retardation  or  autism,  and  there  are  some  interesting  questions 
around  what  is  reasonable  accommodation  to  a  person  with  mental 
retardation  in  the  workplace.  Does  it  mean  the  employer  saying  it 
is  okay  to  have  a  job  coach  working  with  this  person?  So  there  are 
very  many  kinds  of  interesting  issues  there  that  could  lead  to  much 
better  employment  opportunities  for  people  with  mental  retarda- 
tion. 

Ms.  Pelosi.  I  have  a  number  of  other  questions  but  in  the  inter- 
est of  time,  I  am  going  to  submit  them  to  you  in  writing  and  you 
can  give  us  a  response  the  same  way,  and  elaborate  on  any  of  the 
other  questions  that  you  responded  to  this  morning. 


1121 


CONCLUSION 


With  that,  I  want  to  thank  you.  I  must  say  I  was  impressed  by 
your  request  that  you  asked  for  a  lower  appropriation  this  year.  I 
asked  staff  if  there  were  many  requests  like  that — how  many  do  we 
have — and  he  said  not  many. 

Mr.  Burke.  We  tried  to  keep  good  on  our  word  last  year. 

Ms.  Pelosi.  Well,  you  did. 

Thank  you  so  much.  I  appreciate  the  work  that  you  do.  In  deal- 
ing with  people  with  disabilities,  it  is  important  that  they  know  for 
sure  that  we  value  them  for  what  they  do  and  can  do  and  not  judge 
them  for  what  they  cannot  do.  So  the  work  that  you  do  is  very  im- 
portant, to  them  and  to  us,  and  I  thank  you  for  that  and  for  your 
testimony  today. 

Mr.  Gannon.  Thank  you. 

Mr.  Burke.  Thank  you  very  much. 

Ms.  Pelosi.  Thank  you,  gentlemen. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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AMERICANS  WITH  DISABILITIES  ACT:  RESPONSIBLE  PARTIES 

Mr.  NATCHER.   Please  review  the  major  features  of  the 
Americans  with  Disabilities  Act  and  identify  the 
Federal  agency  responsible  for  implementation  and 
enforcing  compliance. 

Mr.  GANNON.   The  Equal  Employment  Opportunity 
Commission  is  responsible  for  implementation  and 
enforcement  of  Title  I,  which  covers  the  employment 
provisions  of  the  Americans  with  Disabilities  Act 
(ADA) . 

The  Department  of  Transportation  is  responsible 
for  implementation  and  enforcement  of  Title  II,  which 
covers  transportation. 

The  Department  of  Justice  is  responsible  for 
implementation  and  enforcement  of  Title  III,  which 
covers  public  accommodations. 

The  Federal  Communications  Commission  is 
responsible  for  implementation  and  enforcement  of 
Title  IV,  which  covers  telecommunications. 

Title  V  describes  the  ADA'S  relationship  to  other 
laws,  explains  insurance  issues,  prohibits  state 
immunity,  provides  congressional  inclusion,  sets 
regulations  by  the  Access  Board,  explains 
implementation  of  each  Title  and  notes  amendments  to 
the  Rehabilitation  Act  of  1973.   It  also  provides  that 
state  and  local  laws  that  afford  persons  with 
disabilities  greater  protection  than  ADA  remain  in 
effect. 

RESEARCH  PLANS  FOR  1994  AND  1995 

Mr.  NATCHER.  Which  of  the  research  projects  planned 
for  1994  and  1995  do  you  plan  to  shift  in-house  once 
the  Council  hires  an  additional  research  specialist? 

Mr.  GANNON.   As  we  indicated  in  our  testimony,  we  are 
hopeful  that  new  Council  members  will  be  brought  on 
board  as  soon  as  possible.   This  will  facilitate  the 
hiring  of  staff  who  will  be  able  to  assume  a  greater 
degree  of  responsibility  for  research  projects. 

For  1994,  we  anticipate  that  Council  staff  will 
assume  responsibility  for  major  portions  of  our  study 
National   Disability  Policy:      A  Progress  Report.      For 
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1995,  we  anticipate  that  Council  staff  will  be  able  to 
continue  research  on  this  report  in  order  to  produce 
an  annual  update  and  that  staff  will  be  able  to  assume 
major  portions  of  other  Council  reports  such  as  the 
impact  of  health  care  reform  on  Americans  with 
disabilities,  the  financing  of  personal  assistance 
services,  and  monitoring  the  ADA. 

While  final  decisions  on  these  work  assignments 
will  be  the  responsibility  of  the  permanent 
Chairperson,  I  would  predict  there  will  be  a  greater 
mix  of  staff  and  contract  work,  wherein  staff  will  do 
a  lot  of  the  research  and  contracts  will  be  used  to 
obtain  highly  technical  information,  troubleshoot 
research  design  issues,  and  the  like. 

PRESIDENTIAL  ORDER  TO  REDUCE  EMPLOYMENT 

Mr.  NATCHER.   Is  the  Council  reguired  to  comply  with 
the  President's  Executive  Order  to  reduce  Federal 
employment? 

Mr.  GANNON.   Yes,  we  are  reguired  to  comply  with  the 
Executive  Order  1283  9  to  reduce  employment.   Our 
present  personnel  reguest  was  based  upon  our  Agency 
Streamlining  Plan  developed  under  this  Executive 
Order,  and  was  approved  by  the  Office  of  Management 
and  Budget  (OMB)  as  part  of  the  clearance  process. 

As  we  are  serious  in  our  commitment  to  making  the 
letter  and  spirit  of  this  Executive  Order  work  in  the 
best  interest  of  our  "customers"  (people  with 
disabilities,  the  Administration,  and  the  Congress) , 
we  have  already  begun  dealing  with  the  General 
Services  Administration  (GSA,  our  administrative 
services  contractor)  to  move  forward  on  this  Plan. 

However,  our  enthusiasm  has  been  somewhat  dampened,  in 
that  GSA's  initial  response  to  our  Plan  has  not  been 
encouraging.   For  example,  under  the  Plan  we  wish  to 
convert  a  current  mid-level  position  into  a  policy 
research  position  in  order  to  increase  our 
responsiveness  to  the  number  and  type  of  issues  we  are 
able  to  cover.   GSA's  initial  reaction  to  this  reguest 
is  that  if  we  wish  to  do  this,  we  will  have  to  place 
the  current  mid-level  employee  into  the  current 
receptionist's  position  and  let  that  person  go.   We 
will  then  need  to  pay  this  person  in  excess  of  $40,000 
per  year  to  function  as  a  receptionist  in  the  name  of 
agency  downsizing  and  budget  economy.   This,  of 
course,  makes  little  sense  and  is  certainly  not  in 
congruence  with  the  spirit  of  the  Executive  Order. 

I  am  not  saying  this  to  single  out  GSA.   However, 
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it  is  obvious  that  if  the  entire  weight  of  Federal 
personnel  rules  is  thrust  upon  small  agencies  such  as 
ours,  change  in  this  area  is  virtually  impossible,  no 
matter  how  noble  the  intent.   If  we  are  unable  to 
implement  this  Plan,  the  net  effect  will  be  that  we 
will  have  to  transfer  approximately  $14,000  out  of 
another  line  item  in  order  to  maintain  this  position. 

FTE  LEVELS  FOR  1993-1995 

Mr.  NATCHER.  What  are  your  FTE  ceilings  for  1993 
through  1995  and  how  do  these  ceilings  compare  to 
budgeted  staffing  levels? 

Mr.  GANNON.   Our  FTE  ceiling  for  all  three  of  these 
years  is  11.0.   For  Fiscal  Year  1993  we  budgeted  for 
eight  FTEs  for  Council  staff  and  three  FTEs  for  Member 
salaries.   For  Fiscal  Years  1994  and  1995,  we  budgeted 
for  nine  FTEs  for  Council  staff  and  two  FTEs  for 
Member  salaries. 

LOCALITY  PAY  INCREASE  IN  1994 

Mr.  NATCHER.   What  was  the  amount  of  the  locality  pay 
increase  that  went  into  effect  on  January  1,  1994  and 
how  are  you  absorbing  both  this  unbudgeted  cost  in 
1994  and  the  $43,000  difference  between  your  FY  1994 
appropriation  and  request? 

Mr.  GANNON.  The  approximate  amount  of  the  locality 
pay  increase  that  went  into  effect  January  1,  1994  as 
projected  until  September  30,  1994  is  $9,464.  This 
and  the  $43,000  difference  between  our  1994  request 
versus  appropriation  have  been  absorbed  through  the 
staff  vacancies  in  1994. 

1995  PAY  RAISE 

Mr  NATCHER.   How  much  is  included  in  your  budget  for  a 
January,  1995  pay  raise  and  what  percentage  increase 
is  this  based  upon? 

Mr.  GANNON.  We  have  not  included  any  funds  for  a 
January,  1995  pay  raise  in  our  request. 

1995  LOCALITY  PAY  INCREASE 

Mr.  NATCHER.   How  much  is  included  in  your  budget  for 
a  January,  1995  locality  pay  increase  and  what 
percentage  increase  is  this  based  upon? 

Mr.  GANNON.  We  have  not  included  any  funds  for  a 
January,  1995  locality  pay  increase  in  our  request. 


1125 


JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 


NATIONAL  COUNCIL  ON  DISABILITY 


CONGRESSIONAL  BUDGET  REQUEST 
FISCAL  YEAR  1995 


1126 

NATIONAL  COUNCIL  ON  DISABILITY 

FY  1995  Budget  Request 

Executive  Summary    1 

Overview  and  Mission    1 

Specific  Duties 1 

Essential  Organizational  Competencies  Needed  to  Address  the 

National  Council  on  Disability's  Congressional  Mandate 3 

Summary  of  FY  1995  Budget  Request    4 

Organization  Chart    5 

Proposed  Appropriations  Language 6 

Analysis  of  Language  Provisions  and  Changes    7 

Authorizing  Legislation 8 

Budget  Authority  and  Staffing  by  Activity 9 

Summary  of  Changes 10 

Built-in 10 

Program  Changes 10 

Analysis  of  Changes:  FY  1994  to  FY  1995 12 

Personnel  Summary 13 

Amounts  Available  for  Obligation 14 

Appropriations  History 15 

Staffing  History 16 

Congressional  Directives    17 

Narrative  Justification 18 

Members  of  the  National  Council  on  Disability 26 


1127 


Consultants     28 

Summary  of  Request 29 

Attachment  A:   Major  Activities  Summary  -  FY  1993 30 


1128 
EXECUTIVE  SUMMARY 


Overview  and  Mission 

The  National  Council  on  Disability  is  an  independent  federal  agency  led  by  15  members 
appointed  by  the  President  of  the  United  States  and  confirmed  by  the  U.S.  Senate.   The 
National  Council  was  initially  established  in  1978  as  an  advisory  board  within  the 
Department  of  Education  (Public  Law  95-602).   The  Rehabilitation  Act  Amendments  of 
1984  (Public  Law  98-221)  transformed  the  National  Council  into  an  independent  agency. 
The  Council's  most  recent  reauthorization  occurred  as  part  of  the  Rehabilitation 
Amendments  of  1992  (Public  Law  102-569). 

The  overall  purpose  of  the  National  Council  is  to  promote  policies,  programs,  practices, 
and  procedures  that  guarantee  equal  opportunity  for  all  individuals  with  disabilities, 
regardless  of  the  nature  or  severity  of  the  disability,  and  to  empower  individuals  with 
disabilities  to  achieve  economic  self  sufficiency,  independent  living,  and  inclusion  and 
integration  into  all  aspects  of  society. 

While  many  government  agencies  address  issues  and  programs  affecting  people  with 
disabilities,  the  National  Council  is  the  only  federal  agency  charged  with  analyzing  and 
making  recommendations  on  issues  of  public  policy  which  affect  people  with  disabilities 
regardless  of  age,  disability  type,  perceived  employment  potential,  economic  need, 
specific  functional  ability,  status  as  a  veteran,  or  other  individual  circumstance.   The 
National  Council  recognizes  its  unique  opportunity  to  facilitate  independent  living, 
community  integration,  and  employment  opportunities  for  people  with  disabilities  by 
assuring  an  informed  and  coordinated  approach  to  addressing  the  concerns  of  persons 
with  disabilities  and  eliminating  barriers  to  their  active  participation  in  community  and 
family  life. 

Specific  Duties 

The  current  statutory  mandate  of  the  National  Council  includes  the  following: 

♦  Reviewing  and  evaluating,  on  a  continuing  basis,  policies,  programs,  practices, 
and  procedures  concerning  individuals  with  disabilities  conducted  or  assisted  by 
Federal  departments  and  agencies,  including  programs  established  or  assisted 
under  the  Rehabilitation  Act  of  1973,  as  amended,  or  under  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  Act;  and  all  statutes  and  regulations 
pertaining  to  Federal  programs  which  assist  such  individuals  with  disabilities  in 
order  to  assess  the  effectiveness  of  such  policies,  programs,  practices,  procedures, 
statutes,  and  regulations  in  meeting  the  needs  of  individuals  with  disabilities; 

♦  Reviewing  and  evaluating,  on  a  continuing  basis,  new  and  emerging  disability 
policy  issues  affecting  individuals  with  disabilities  at  the  Federal,  State,  and  local 
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levels,  and  in  the  private  sector,  including  the  need  for  and  coordination  of  adult 
services,  access  to  personal  assistance  services,  school  reform  efforts  and  the 
impact  of  such  efforts  on  individuals  with  disabilities,  access  to  health  care,  and 
policies  that  operate  as  disincentives  for  the  individuals  to  seek  and  retain 
employment. 

♦         Making  recommendations  to  the  President,  the  Congress,  the  Secretary  of 

Education,  the  Director  of  the  National  Institute  on  Disability  and  Rehabilitation 
Research,  and  other  officials  of  Federal  agencies,  respecting  ways  to  better 
promote  equal  opportunity,  economic  self-sufficiency,  independent  living,  and 
inclusion  and  integration  into  all  aspects  of  society  for  Americans  with 
disabilities. 

4         Providing  the  Congress,  on  a  continuing  basis,  advice,  recommendations, 

legislative  proposals,  and  any  additional  information  which  the  Council  or  the 
Congress  deems  appropriate; 

4         Gathering  information  about  the  implementation,  effectiveness,  and  impact  of  the 
Americans  with  Disabilities  Act  of  1990  (42  U.S.C.  12101  et  seq.); 

4         Advising  the  President,  the  Congress,  the  Commissioner  of  the  Rehabilitation 
Services  Administration,  the  Assistant  Secretary  for  Special  Education  and 
Rehabilitative  Services  within  the  Department  of  Education,  and  the  Director  of 
the  National  Institute  on  Disability  and  Rehabilitation  Research  on  the 
development  of  the  programs  to  be  carried  out  under  the  Rehabilitation  Act  of 
1973,  as  amended; 

4         Providing  advice  to  the  Commissioner  with  respect  to  the  policies  of  and  conduct 
of  the  Rehabilitation  Services  Administration; 

4         Providing  advice  to  the  Director  of  the  National  Institute  on  Disability  and 
Rehabilitation  Research  (NIDRR)  on  the  policies  and  conduct  of  NIDRR, 
including  ways  to  improve  research  concerning  individuals  with  disabilities  and 
the  methods  of  collecting  and  disseminating  the  findings  of  such  research; 

4         Providing  advice  regarding  priorities  for  the  activities  of  the  Interagency 

Disability  Coordinating  Council  and  reviewing  the  recommendations  of  such 
Council  for  legislative  and  administrative  changes  to  ensure  that  such 
recommendations  are  consistent  with  the  purposes  of  the  Council  to  promote  the 
full  integration,  independence,  and  productivity  of  individuals  with  disabilities; 

4         Preparing  and  submitting  to  the  President  and  the  Congress  a  report  entitled 
National  Disability  Policy:  A  Progress  Report  on  an  annual  basis;  and 
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♦         Preparing  and  submitting  to  the  Congress  and  the  President  a  report  containing  a 
summary  of  the  activities  and  accomplishments  of  the  Council  on  an  annual  basis. 

The  National  Council  plays  a  major  role  in  developing  disability  policy  in  America.   In 
fact,  it  was  the  Council  that  originally  proposed  what  eventually  became  the  Americans 
with  Disabilities  Act  of  1990.   Our  present  list  of  key  issues  includes  personal  assistance 
services,  health  care  reform,  the  inclusion  of  students  with  disabilities  in  high  quality 
programs  in  typical  neighborhood  schools,  equal  employment  opportunity,  community 
housing,  monitoring  the  implementation  of  the  Americans  with  Disabilities  Act, 
improving  assistive  technology,  and  ensuring  that  persons  with  disabilities  who  are 
members  of  minority  groups  fully  participate  in  society. 


Essential  Organizational  Competencies  Needed  to  Address  the  National 
Council  on  Disability's  Congressional  Mandates 

From  the  above  statement  of  mission  and  duties,  it  is  clear  that  the  Congressional  vision 
of  the  NCD  is  one  of  an  agency  that  provides  high-level,  trans-departmental,  trans- 
political,  and  technically  accurate  information  to  the  President,  the  Congress,  Federal 
agencies,  and  the  public  at  large  on  a  wide  variety  of  complex  policy  issues  impacting 
upon  the  quality  of  life  experienced  by  people  with  disabilities,  their  families,  and 
communities  all  across  America.   It  is  clear  from  our  authorizing  statute  that  the 
Congress  intends  that  the  Council  exercise  wisdom  in  its  choice  of  issues,  work  closely 
with  governmental  and  non-governmental  agencies,  and  deploy  its  research  and  other 
non-staff  resources  in  a  manner  that  will  ensure  non-duplication  of  effort  and  a 
maximum  return  on  its  policy  development  and  communications  activities. 

In  full  support  of  the  President's  and  Vice  President's  leadership  in  the  area  of 
"reinventing  government"1,  the  Council  intends  to  invest  its  FY  1995  resources  in  a 
manner  that  will  provide  for  a  small,  highly  competent  staff  who  will  provide  expert 
support  to  the  Council  in  its  policy  development  and  communications  activities.   In 
addition,  the  staff  will  engage  in  frequent  interactions  with  various  interagency  groups 
concerned  with  disability  policy  issues  whose  purpose  is  to  eliminate  burdensome  (and 
often  duplicative)  procedures  that  persons  with  disabilities  must  currently  face  in  order 
to  receive  the  services  and  supports  they  might  require  to  lead  lives  of  maximum 
independence,  productivity,  and  inclusion.   The  Council  will  invest  its  non-staff 
resources  in  researching  the  most  pressing  issues  in  the  area  of  disability  policy  (through 
the  active  involvement  of  the  public)  and  in  communicating  its  findings  to  senior  level 


/l  Gore,  A.  (1993).  From  Red  Tape  to  Results:  Creating  a  Government  that  Works  Better  and 
Costs  Less  -  Report  of  the  National  Performance  Review.  Washington,  DC:  U.S.  Government 
Printing  Office. 
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policy  makers  in  the  Administration,  the  Congress,  and  the  private  sector  in  a 
maximally  effective  manner. 

To  this  end,  we  respectfully  request  budgetary  support  for  the  mix  of  staff,  research, 
and  communication  activities  that  will  enable  the  Council  to  aggressively  address  its 
important  mission  in  FY  1995. 

Summary  of  FY  1995  Budget  Request 

The  National  Council  on  Disability  request  for  FY  1995  funds  in  the  amount  of 
$1,659,000  has  been  developed  according  to  historical  experience,  our  analysis  of  the 
critical  issues  which  will  impact  on  the  quality  of  life  experienced  by  Americans  with 
disabilities  during  FY  1995,  and  our  appraisal  of  projected  budgetary  needs  to  address 
these  issues  in  keeping  with  our  Congressional  mandate.   This  request  includes  funds  for 
personnel  expenses,  research,  and  administrative  expenses,  including  travel.   In 
addition,  this  request  includes  funding  to  meet  rental  expenses,  necessary  equipment 
purchases,  and  the  capacity  to  produce  Council  materials  in  accessible  formats  for 
persons  with  disabilities. 

It  is  our  firm  belief  that  investment  in  improving  policies  and  services  affecting  the  lives 
of  Americans  with  disabilities  can  be  of  major  assistance  in  reducing  the  deficit  and 
broadening  the  potential  revenue  base,  most  directly  through  allowing  persons  with 
disabilities  to  be  productive,  tax  paying  citizens,  who  are  contributing  and  valued 
members  of  their  local  communities  —  as  they  wish  to  be.   In  order  to  provide  sound 
policy  advice  on  issues  which  affect  the  lives  of  the  43  million  Americans  with 
disabilities,  which  involve  more  than  200  federal  programs,  and  which  account  for  more 
than  200  billion  dollars  in  federal  expenditures  annually,  the  National  Council  needs  to 
be  provided  with  the  resources  necessary  to  accomplish  these  ambitious,  yet  vital,  tasks. 
With  these  resources,  the  National  Council  on  Disability  will  be  able  to  assist  the 
President,  the  Congress,  and  senior  leadership  of  programs  serving  persons  with 
disabilities  in  the  development  and  evaluation  of  responsive  and  cost-effective  disability 
policy. 
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PROPOSED  APPROPRIATIONS  LANGUAGE 

National  Council  on  Disability 
Salaries  and  Expenses 


For  expenses  necessary  for  the  National  Council  on  Disability  as  authorized  by  title  IV 
of  the  Rehabilitation  Act  of  1973,  as  amended,  f $1.690.0001  $1,659,000  (Departments  of 
Labor,  Health  and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1994.) 
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7. 

ANALYSIS  OF  LANGUAGE  PROVISIONS  AND  CHANGES 


Beyond  the  change  in  the  numerical  amount  of  the  appropriation,  there  are  no  proposed 
changes  in  appropriations  language. 
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AUTHORIZING  LEGISLATION 

The  National  Council  was  initially  established  in  1978  as  an  advisory  board  within  the 
Department  of  Education  (Public  Law  95-602).   The  Rehabilitation  Act  Amendments  of 
1984  (Public  Law  98-221)  transformed  the  National  Council  into  an  independent  agency 
and  required  the  Council  to  provide  independent  expert  advice  to  the  Congress  and  the 
Administration.   The  statutory  mandate  of  the  National  Council  was  most  recently 
modified  by  the  Rehabilitation  Act  Amendments  of  1992  (Public  Law  102-569)  and  the 
Rehabilitation  Act  and  Education  of  the  Deaf  Act  Technical  Amendments  of  1993 
(Public  Law  103-73).   The  National  Council's  authorization  of  appropriations,  section 
405  of  the  Rehabilitation  Act,  will  expire  on  September  30,  1997. 
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BUDGET  AUTHORITY  AND  STAFFING  BY  ACTIVITY 

Salaries  and  Expenses 


FY  1993 

FY  1994 

FY  1995 

REOUEST 

Budget  Authority 

1,540,000 

1,690,000 

1,659,000 

FTE 

11 

11 

11 

Positions  (FTP)2 

9 

9 

9 

II   Please  note  that  2.0  FTEs  are  reserved  to  cover  the  salaries  of  Council  Members. 
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10. 

SUMMARY  OF  CHANGES 

Built-in 

111.9  Total  Personnel  Compensation.   FY  1994  estimate  is  $604,000.   FY  1995  request  is 
$623,000.   Increase  due  to  (a)  proportional  transfer  of  funds  from  research  activities  to 
support  staff  position  authorized  by  Rehabilitation  Act  Technical  Amendments  of  1993 
(PL  103-73),  (b)  recruitment  of  more  senior-level  staff  to  conduct  in-house  (as  opposed 
to  contracted)  research  and  communications  activities,  and  (c)  annualization  of  pay  rates 
for  employees  hired  part  way  through  FY  1994. 

112.1  Personnel  Benefits:  Civilian.   FY  1994  estimate  is  $114,000.   FY  1995  request  is 
$111,000.   Reflects  revised  estimate  of  benefits  costs. 

121.1  Travel.   FY  1994  estimate  is  $125,000.   FY  1995  request  is  $154,000.   Increase 
due  to  (a)  significantly  increased  Council  outreach  activities  consistent  with  our 
Congressional  mandate  (see  Budget  Request  and  Justification,  Research  and 
Contractual,  below)  and  increased  Member  and  staff  travel  to  support  these  activities. 

123.1  Rental  Payments  to  GSA.   FY  1994  estimate  is  $120,000.   FY  1995  request  is 
$130,000.   The  Council's  office  space  is  arranged  through  the  General  Services 
Administration  (GSA).   The  amount  requested  for  FY  1995  reflects  the  costs  payable  to 
GSA  per  its  leasing  arrangement  with  our  landlord. 

123.2  Rental  Payments  to  Others.   FY  1994  estimate  is  $17,000.   FY  1995  request  is 
$20,000.   Slight  increase  necessary  to  annualize  costs  associated  with  rental  of  accessible 
parking  spaces  in  building  for  staff,  Council  Members,  and  visitors  as  well  as  the  need 
for  minor  leasehold  improvements  necessary  for  office  accessibility. 

123.3  Communications.   FY  1994  estimate  is  $78,000.   FY  1995  request  is  $75,000. 
Decrease  due  to  slight  reduction  in  overall  telephone  costs  associated  with  installation 
fees. 

124.0  Printing  and  Reproduction.   FY  1994  estimate  is  $45,000.   FY  1995  request  is 
$40,000.   Decrease  will  be  possible  if  we  are  able  to  establish  an  income  account  to 
charge  the  public  reasonable  fees  for  multiple  copies  of  Council  publications. 


Program  Changes 

125.0  Other  Services.   FY  1994  estimate  is  $527,000.   FY  1995  request  is  $468,000.   The 
Council  requires  resources  for  external  research  expenditures  in  order  to  fulfill  its 
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n. 


statutory  mandates.   With  the  addition  of  internal  research  staff,  we  will  be  able  to 
decrease  our  reliance  on  externally  contracted  research  and  related  activities. 

126.0  Supplies  and  Materials.    FY  1994  estimate  is  $25,000.    FY  1995  request  is 
$18,000. 

131.0  Equipment.   FY  1994  estimate  is  $35,000.   FY  1995  request  is  for  $20,000. 
Decrease  due  to  the  acquisition  of  a  computer  network  to  enhance  office  productivity 
during  FY  1994. 
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12. 

Analysis  of  Changes:  FY  1994  to  FY  1995 

FY  1994  FY  1995  Change 

Request 

Budget  Authority  1,690,000  1,659,000  -31,000 

Amt.  Available  for 

Obligation  1,690,000  1,659,000  -31,000 

Full-time  Permanent  437,000  479,000  +42,000 

Other  Than  Full-Time  155,000  140,000  -15,000 

Other  Personnel  Comp.  12,000  4,000  -8,000 

Total  Personnel  Comp.  604,000  623,000  + 19,000 

Civilian  Personnel 


Benefits 

114,000 

111,000 

-3,000 

Travel  and  Transport- 
ation of  Persons 

125,000 

154,000 

+29,000 

Rental  Payments  to 
GSA 

120,000 

130,000 

+  10,000 

Rental  Payments  to 
Others 

17,000 

20,000 

+  3,000 

Communications 

78,000 

75,000 

-3,000 

Printing  and  Reproduction 

45,000 

40,000 

-5,000 

Other  Services 

527,000 

468,000 

-59,000 

Supplies  and  Materials 

25,000 

18,000 

-7,000 

Equipment 

35,000 

20,000 

-15,000 

Total  Obligations  1,690,000  1,659,000  -31,000 
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PERSONNEL  SUMMARY 


13. 


Estimated  FY  1994  Positions 

Executive  Director 
Deputy  Executive  Director 
Research  Specialist 
Research  Specialist 
Public  Affairs  Specialist 
Program  Specialist 
Administrative  Officer 
Executive  Secretary 
Staff  Assistant  (typing) 

Total  =  9s 


Grade 

15(AD) 

15 

13 

13 

13 

13 

11 

09 

07 


Salary 

$90,000 

$74,0003 

$40,000* 

$38,0005 

$54,941 

$52,500 

$38,000 

$35,000 

$27,200 


FY  1995  Positions 
(Request) 

Executive  Director 
Deputy  Executive  Director 
Research  Specialist 
Research  Specialist 
Public  Affairs  Specialist 
Program  Specialist 
Executive  Secretary 
Secretary/Receptionist 
Secretary /Receptionist 

Total  =  97 


Grade 


Salary 


15(AD) 

$93,500 

15 

$82,000 

13 

$50,000 

13 

$50,000 

13 

$56,000 

13 

$54,500 

09 

$36,000 

07 

$29,500 

07 

$27,500 

/3   Partial  year  rate. 

/4   Partial  year  rate. 

/5   Partial  year  rate. 

16  Please  note  that  2.0  FTEs  are  also  reserved  to  pay  the  salaries  of  Council  Members. 

H  Please  note  that  2.0  FTEs  are  also  reserved  to  pay  the  salaries  of  Council  Members. 
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14. 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 


FY  1994 

FY  1995 
Request 

Net  Change 

1,690,000 

1,659,000 

-31,000 

1,690,000 

1,659,000 

-31,000 

FTE 

11 
9 

11 
9 

0 

0 

Z8  Please  note  that  2.0  FTEs  are  reserved  to  pay  the  salaries  of  Council  Members. 
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15. 

APPROPRIATIONS  HISTORY 

Salaries  and  Expense  Account 
(Amounts  in  thousands  of  dollars) 


Fiscal  Year  Budget  Authority 

1980  25 

1981  205 

1982  197 

1983  198 

1984  500 

1985  750 

1986  732 

1987  860 

1988  871' 

1989  1,160 

1990  1,540 

1991  1,439 

1992  1,569 

1993  1,541 

1994  1,690 

1995  1,65910 


(9  FY  1988  amount  reflects  reductions  pursuant  to  P.L.  100-436. 
/10  Request. 
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16. 
STAFFING  HISTORY 

The  following  represents  the  staffing  history  of  the  National  Council  on  Disability  for 
the  past  10  fiscal  years: 


Fiscal  Year  Full  Time  Equivalents  (FTEs) 

1985  5 

1986  9 

1987  9 

1988  9 

1989  10 

1990  8 

1991  9 

1992  10 

1993  11 

1994  11 

1995  11" 


ill   Request. 
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17. 
CONGRESSIONAL  DIRECTIVES 

Please  note  that  there  were  no  Congressional  directives  included  in  the  National  Council 
on  Disability's  last  appropriation. 
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18. 

NARRATIVE  JUSTIFICATION 


The  National  Council  on  Disability's  budget  request  for  FY  1995  is  in  the  amount  of 
$1,659,000.   A  detailed  breakdown  and  justification  of  this  request  are  as  follows: 


PERSONNEL 

FTEs 

For  FY  1995,  the  National  Council  requests  11.0  FTEs.   This  request  includes  the 
Executive  Director  and  eight  full  time  employees,  as  well  as  two  FTEs  to  cover  the  per 
diem  salaries  of  Council  Members. 

At  the  present  time,  the  Chairperson  and  members  of  the  National  Council  are  involved 
in  a  number  of  interagency  working  groups  and  advisory  committees  that  require  their 
participation  and  attendance  at  frequent  meetings  in  Washington,  D.C.  and  other 
locations  around  the  United  States.     These  working  groups  and  committees  include:   the 
Interagency  Council  on  Disability  Research,  the  Interagency  Committee  on 
Developmental  Disabilities,  and  the  Federal  Ad  Hoc  Working  Group  on  the  Prevention 
of  Disabilities. 

The  Chairperson  of  the  National  Council  and  Council  members  also  are  included  on 
advisory  groups  working  with  the  Institute  of  Medicine,  the  Centers  for  Disease  Control, 
the  National  Institute  on  Disability  and  Rehabilitation  Research  and  the  Rehabilitation 
Service  Administration.   Each  of  these  interagency  committees  and  working  groups  is 
authorized  by  Federal  statute. 

In  addition  to  standing  committees  and  working  groups,  members  of  the  National 
Council  are  requested  to  serve  on  many  disability-related  task  forces  established  by 
other  agencies  and  private  entities  as  a  result  of  the  enactment  of  the  Americans  with 
Disabilities  Act  and  the  Council's  Congressionally  mandated  monitoring  role  regarding 
the  implementation  of  this  important  legislation. 

The  position  of  Executive  Director  is  authorized  in  the  National  Council's  statute  and  is 
responsible  for  the  overall  administrative,  policy,  and  communications,  and  liaison 
activities  of  the  Council.   The  Deputy  Director  provides  for  the  day-to-day  management 
of  the  agency,  addressing  the  technical  aspects  of  the  Council's  personnel,  fiscal,  legal, 
and  other  administrative  functions,  including  the  daily  supervision  of  professional  and 
support  staff. 

Two  Research  Specialists  and  one  Program  Specialist  conduct  ongoing  inquiries  into  the 
most  pressing  problems  facing  people  with  disabilities,  produce  policy  reports  and  draft 
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19. 

recommendations,  track  important  legislative  and  policy  issues,  maintain  and  expand 
interagency  relations  regarding  the  development  and  evaluation  of  well-coordinated 
disability  policy,  and  provide  programmatic  information  and  referral  services. 

The  Public  Affairs  Specialist  is  responsible  for  monitoring  all  media  coverage  of  issues 
impacting  on  people  with  disabilities,  developing  and  producing  informational  materials 
for  the  public,  developing  an  agency  communications  plan,  arranging  interviews  between 
the  media  and  Council  members,  and  publicity  regarding  Council  events  (such  as 
quarterly  meetings)  to  promote  a  high  degree  of  public  participation  in  Council 
activities. 

The  three  support  staff  members  include  an  Executive  Secretary  and  two 
Secretary/Receptionists,  who  perform  the  technical  aspects  of  contract,  business,  and 
budgeting  functions  (such  as  data  entry)  as  well  as  typing  and  filing,  answering  the 
telephones  and  directing  callers  to  the  appropriate  professional  staff,  record-keeping  and 
other  supportive  functions.   The  National  Council  also  uses  students  to  supplement  the 
support  staff. 

Full-Time  Positions 

For  FY  1995,  the  National  Council  requests  a  budget  of  $479,000  for  salary  expenses 
associated  with  full-time  permanent  employees.   This  amount  represents  the  projected 
actual  cost  of  maintaining  projected  FY  1994  staffing  levels,  including  the  annualization 
of  salary  levels  for  employees  hired  part  way  through  FY  1994.   No  funds  have  been 
included  for  a  1995  pay  raise. 

Other  Than  Full-Time  Positions 

One  hundred  and  forty  thousand  dollars  ($140,000)  is  budgeted  for  compensation  of 
National  Council  members  during  FY  1995.   National  Council  members  are  paid  at  a 
rate  equal  to  level  4  of  the  Senior  Executive  Service  Schedule,  as  required  by  statute. 
This  budgeted  amount  reflects  the  intention  of  Members  to  be  actively  involved  and 
familiar  with  the  activities  and  affairs  of  the  National  Council  on  Disability.   It  also 
reflects  previous  utilization  rates  and  projected  actual  activities. 

Other  Personnel  Compensation  and  Benefits 

A  total  of  $115,000  is  budgeted  for  other  personnel  compensation  and  benefits  during 
FY  1995.   This  amount  includes  $4,000  for  overtime  or  compensatory  time  and 
performance  awards  and  $111,000  for  personnel  benefits.    Personnel  benefits  are  a 
direct  function  of  the  amount  of  budgeted  salary  and  wages.   Overtime  pay  is  required 
for  certain  employees  who  are  required  to  travel  to  out-of-town  meetings  or  who  must 
provide  after  hour  work  during  peak  periods. 
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20. 
TRAVEL 

Members  of  the  National  Council 

The  fifteen  members  of  the  Council  receive,  by  law,  reimbursement  of  travel  expenses 
associated  with  a  minimum  of  four  annual  meetings  required  by  statute  and  with  such 
other  meetings  that  the  National  Council  may  schedule.   National  Council  members  are 
also  reimbursed  for  travel  to  meetings,  consumer  forums,  professional  conferences  and 
other  official  functions  where  they  represent  the  National  Council  on  Disability. 
Because  some  of  the  National  Council  members  are  people  with  disabilities,  it  is 
important  to  note  that  additional  travel  costs  may  be  required  for  attendants.   Ninety 
thousand  dollars  ($90,000)  is  budgeted  for  travel  by  National  Council  members  in  Fiscal 
Year  1995. 

Staff 

Staff  travel  is  budgeted  at  $40,000  for  FY  1995.   Professional  staff  members  are 
required  to  travel  to  meetings  of  the  National  Council  which  are  held  outside  of  the 
District  of  Columbia.   The  National  Council  also  has  assigned  a  high  priority  to  holding 
consumer  forums  in  various  cities  nationwide  to  allow  people  with  disabilities  to  express 
their  views  directly  to  the  National  Council  members  and  staff. 

Staff  members  will  be  required  to  assist  in  arranging  and  conducting  these  forums. 
Additionally,  staff  members  also  will  participate  in  various  professional  meetings  and 
conferences,  and  make  site  visits  to  programs  serving  people  with  disabilities  which  are 
supported  with  Federal  funds.   As  was  previously  mentioned  under  National  Council 
Members'  travel,  staff  members  also  include  people  with  disabilities  who  may  require 
additional  travel  costs  for  attendants. 

Council  Advisors 

The  National  Council  is  committed  to  involving  leaders  in  disability  policy  and  research 
from  across  the  Nation  as  advisors  to  participate  with  the  National  Council  on  Disability 
in  many  roles.   The  National  Council  plans  to  involve  a  small  number  of  selected 
advisors  in  its  scheduled  meetings  and  consumer  forums  during  FY  1995.   The  National 
Council  will  reimburse  participants  in  these  meetings  for  travel  and  per  diem.   No  funds 
will  be  used  to  pay  salaries  for  advisors  in  these  meetings.   Twenty  four  thousand 
dollars  ($24,000)  has  been  budgeted  for  travel  related  to  this  activity  in  FY  1995. 


RENTAL  PAYMENTS  TO  GSA 

The  National  Council  currently  occupies  office  space  at  1331  F  Street,  N.W.   in 
Washington,  DC  and  maintains  storage  space  at  the  Department  of  Transportation 
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21. 


Building  located  at  7th  and  D  Streets  S.W.,  Washington,  DC.   Leasing  arrangements 
are  coordinated  for  the  Council  through  the  General  Services  Administration.   During 
FY  1995  the  Council  will  be  responsible  for  $130,000  in  rental  payments  through  its 
lease. 


RENTAL  PAYMENTS  TO  OTHERS 

Other  rental  expenses  will  include  payments  for  services  received  which  are  not  included 
in  the  lease  such  as  parking  in  accessible  areas  near  the  office,  leasehold  improvements 
to  improve  access  for  persons  with  disabilities,  etc.   Twenty  thousand  dollars  ($20,000) 
is  budgeted  for  this  item  in  FY  1995. 


COMMUNICATIONS,  UTILITIES  AND  MISCELLANEOUS  CHARGES 

Telephones 

The  National  Council's  budget  includes  an  estimated  $40,000  for  telephone  service 
during  FY  1995.   This  estimate  is  based  on  historic  costs  as  well  as  costs  associated  with 
the  Council's  need  to  maintain  responsibility  for  its  total  telephone  expenditures.   This 
amount  also  includes  the  cost  of  conference  calls  for  Council  committees,  a  much  more 
cost-effective  method  for  conducting  interim  business  than  bringing  various  committee 
members  into  Washington  for  meetings. 

The  National  Council  operations  require  the  use  of  telephones  and  Telecommunications 
Devices  for  the  Deaf  (TTs)  for  both  local  and  long  distance  calling  to  maintain 
communications  with  National  Council  members,  advisors,  other  agencies,  private 
organizations,  and  members  of  the  public. 

Postage  and  Delivery 

The  National  Council  maintains  regular  communications  with  persons  with  disabilities, 
agencies,  organizations  and  with  private  provider  organizations  serving  people  with 
disabilities.   Frequent  mailings  are  also  made  to  the  National  Council  Members,  advisors 
and  persons  interested  in  disability  issues  nationwide.    The  National  Council  distributes 
its  quarterly  newsletter  to  approximately  25,000  individuals  and  organizations 
nationwide.   Postage  is  also  needed  for  the  dissemination  of  National  Council's  reports. 
In  addition,  the  National  Council's  business  requires  the  occasional  use  of  local  delivery 
and  messenger  services  to  insure  prompt  and  safe  delivery  of  documents  to  other 
agencies  located  in  Washington,  D.C.   Thirty  thousand  dollars  ($30,000)  has  been 
budgeted  for  these  purposes  in  FY  1995. 
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22. 
Miscellaneous 

Five  thousand  dollars  ($5,000)  has  been  budgeted  for  miscellaneous  contractual  services 
and  expenses  in  FY  1995.    The  amount  budgeted  under  this  category  will  be  used  to  pay 
for  small,  unexpected  purchases  not  included  in  other  budget  lines.   This  category  will 
also  be  used  to  secure  temporary  support  staff  when  workload  demands  exceed  available 
staff  resources  and  to  purchase  maintenance  services  for  office  equipment. 

PRINTING  AND  REPRODUCTION 

The  National  Council  has  budgeted  $40,000  in  FY  1995  for  printing  costs.   These  costs 
will  include:    (a)  printing  the  National  Council's  Annual  Report  to  Congress;  (b) 
printing  a  quarterly  newsletter  which  is  sent  to  25,000  persons  with  disabilities, 
professionals  and  organizations  interested  in  disability  issues  nationwide;  (c)  printing  a 
statutorily  mandated  special  report  to  the  President  and  Congress;  and  other  public 
information  materials  and  monographs  as  required.   In  addition,  the  National  Council 
plans  to  regularly  produce  materials  in  braille  and  on  tape  to  accommodate  readers  who 
are  visually  impaired.   The  decreased  request  level  in  this  area  is  due  to  the  Council's 
current  attempt  to  establish  a  procedure  for  charging  modest  fees  for  multiple  copies  of 
Council  publications.   This  will  require  the  establishment  of  an  income  account  at  the 
Council. 


OTHER  SERVICES 

Research  and  Contractual  Services 

The  National  Council  has  budgeted  $468,000  to  be  used  for  research  studies  and 
contracts  during  FY  1995.     Research  studies  and  projects  are  commissioned  by  the 
Council  when  it  is  necessary  to  enlist  the  support  of  outside  individuals  and  groups  who 
possess  expertise  not  available  within  the  Council  itself.   Given  the  small  size  of  our 
agency,  the  judicious  use  of  external  research  studies  and  projects  substantially  enhances 
our  capability  to  meet  our  basic  mandate:   to  provide  expert  advice  to  the 
Administration  and  the  Congress  on  disability  policy  issues.    There  are  a  number  of 
projects  that  we  are  considering  for  FY  1995.   These  projects  include: 

Health  Care  Reform  and  Its  Impact  on  Americans  with  Disabilities:   An 
Analysis  of  Progress  to  Date.     A  major  ongoing  priority  of  the  NCD  is  to 
ensure  that  any  health  care  reform  measures  that  are  implemented  are 
responsive  to  the  needs  of  people  with  disabilities.   As  the  Administration 
is  vigorously  pursuing  the  passage  of  national  health  care  reform 
legislation  during  FY  1994  and  several  States  have  already  begun  to 
change  their  service  delivery  methods,  this  research  project  will  serve  to 
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initiate  an  early  examination  of  the  impact  of  health  care  reform  efforts  on 
people  with  disabilities.    This  would,  in  turn,  provide  the  NCD  with  a 
database  from  which  it  could  assist  the  Administration  and  the  Congress  in 
making  any  necessary  adjustments  to  the  implementation  of  health  care 
reform  measures. 

Personal  Assistance  Services:   Current  Policy.  Financial,  and  Human 
Resource  Issues.   This  project  would  examine  the  highest  priority  issue  for 
many  Americans  with  severe  disabilities  and  for  the  over  100  national 
constituent  organizations  represented  on  the  Consortium  for  Citizens  with 
Disabilities:   the  development  and  implementation  of  responsive  national 
policy  on  the  financing  and  provision  of  personal  assistance  services  such 
as  attendant  care,  interpreter  services,  and  reader  services. 

ADA  Watch:   Actual  Outcomes  for  Americans  with  Disabilities.   This 
ongoing  project,  the  first  part  of  which  was  completed  in  FY  199312,  would 
examine  the  actual  outcomes  of  the  Americans  with  Disabilities  Act  (ADA) 
in  terms  of  employment,  wages,  community  inclusion,  access, 
communications,  and  other  key  indicators  impacting  on  the  quality  of  life 
experienced  by  people  with  disabilities  all  across  America.   The  report  will 
include  both  quantitative  and  qualitative  data  and  will  include  specific 
recommendations  to  enhance  the  impact  of  the  ADA  on  increased 
independence,  productivity,  and  community  inclusion.   The  Council  is 
required  by  statute  to  monitor  the  implementation  of  the  ADA. 

Annual  Report  to  Congress  on  Disability  Policy.   The  NCD  is  required  by 
statute  (Title  IV  of  the  Rehabilitation  Act)  to  submit  an  Annual  Report  to 
Congress  on  the  state  of  disability  policy.   As  several  new  requirements 
were  added  to  the  contents  of  the  Report  during  the  reauthorization 
process  in  FY  1993,  this  Report  will  require  the  compilation  of  extensive 
data  on  disability  policy,  programs,  and  outcomes. 

The  design,  methods,  and  reporting  vehicles  associated  with  these  studies  will  be 
carefully  coordinated  with  the  National  Institute  on  Disability  and  Rehabilitation 
Research  (NTDRR)  and  other  relevant  disability  research  agencies.   The  results  of  these 
four  projects  will  have  substantive  impact  on  the  quality  of  life  experienced  by  people 
with  disabilities  all  across  America. 

The  National  Council  also  finds  it  necessary  to  contract  from  time-to-time  with  experts 
in  the  fields  of  Disability  Policy,  Health  Care  Policy,  Administration,  Rehabilitation 
Research,  Special  Education,  Assistive  Technology,  Rehabilitation  Medicine, 


/12   It  is  anticipated  that  the  second  phase  will  be  initiated  in  FY  1994. 
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Communications,  and  other  relevant  fields  in  order  to  develop  detailed  analyses  of 
problem  areas  related  to  work  done  by  the  National  Council's  Members  and  staff  in 
developing  policy  alternatives  and  supporting  data  for  those  alternatives.   Due  to  the 
unique  level  of  expertise  required  in  order  to  obtain  valid  data  in  many  of  these  areas,  it 
is  necessary  to  occasionally  employ  outside  contractors  and  experts  to  assist  with  these 
efforts. 

In  addition,  during  FY  1995  the  Council,  in  strong  support  of  the  Administration's 
commitment  to  increasing  access  and  participation  by  citizens  in  government,  will 
conduct  public  access  forums  designed  to  provide  multiple  levels  of  access  to  the 
development  and  improvement  of  disability  policy.   This  outreach  effort  will  include 
"town  meetings"  on  issues  of  importance  to  persons  with  disabilities  (employment, 
community  living,  personal  assistance  services,  health  care,  etc.)  at  various  locations 
around  the  country,  conference  calls,  regularly  scheduled  meetings  in  Washington  on 
major  issues  in  disability  policy  (similar  to  the  George  Washington  University's  highly 
successful  Health  Care  Forums),  and  communications  with  regional,  state,  and  local 
leadership  charged  with  implementing  various  Federal  programs  (e.g.  state-level 
Vocational  Rehabilitation  Directors,  regional  technical  assistance  project  staff,  staff  of 
Mayors  Offices  on  Disability,  etc.).   It  is  anticipated  that  this  outreach  activity  will 
dramatically  increase  the  amount  of  data  available  to  the  Council  on  the  actual 
experiences  of  people  with  disabilities  with  governmental  programs,  outcomes  of 
governmentally-supported  programs,  etc.,  while  encouraging  the  active  involvement  of 
persons  directly  affected  by  decisions  regarding  disability  policy  in  developing  and 
refining  these  policies. 

GSA  Support  Services  Contract 

The  National  Council  is  authorized  by  statute  to  contract  with  the  General  Services 
Administration  (GSA)  for  technical  and  administrative  assistance.   Forty  six  thousand 
dollars  ($46,000)  is  budgeted  for  these  services  for  FY  1995. 

The  National  Council  believes  that  the  GSA  contract  provides  required  assistance  in 
personnel  matters,  contracting,  regulation  development  and  overall  conformity  with 
federal  rules  and  practices,  and  internal  policy  development,  as  required  of  independent 
agencies  such  as  the  National  Council  on  Disability. 

Readers.  Interpreters.  Attendants,  and  Meeting  Support 

In  addition  to  using  expert  contractors  to  develop  specific  data  and  background 
information  for  the  National  Council,  the  Council  uses,  on  a  contractual  basis, 
interpreters  for  people  who  are  hearing-impaired,  readers  for  people  with  visual 
impairments,  and  personal  care  assistants  for  people  with  severe  disabilities.   The 
temporary  employment,  by  contract,  of  such  providers  is  directly  related  to  the  nature 
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of  work  performed  by  the  National  Council  and  to  the  explicitly  stated  policy  of 
affirmative  action  and  outreach  to  which  the  National  Council  on  Disability  subscribes. 

In  addition,  meeting  space  and  public  address  systems  for  meetings  must  be  secured  on 
a  contractual  basis. 

Training 

In  order  for  the  National  Council  staff  to  stay  current  with  critical  issues  facing  persons 
with  disabilities  and  improve  their  technical  skills,  participation  in  training  programs  is 
necessary.   The  sum  of  $7,000  has  been  budgeted  in  FY  1995  for  that  purpose. 


SUPPLIES  AND  MATERIALS 

The  National  Council's  budget  includes  $18,000  for  purchase  of  supplies  during  FY 
1995.    This  amount  includes  supplies  for  mailing  and  copying,  and  ordinary  office 
supplies  such  as  paper,  pens  and  pencils.   Also  budgeted  are  funds  for  the  purchases  of 
computer  software  and  library  materials,  and  for  subscriptions  to  relevant  scientific, 
technical  and  policy-oriented  electronic  information  services  and  publications. 


EQUIPMENT 

As  a  highly  visible  agency  in  the  Executive  Branch  with  responsibility  for  providing 
expert  advice  on  disability  policy,  it  is  essential  that  the  NCD  serve  as  a  model  in  the 
area  of  ensuring  that  all  of  our  work  is  accessible  to  persons  with  disabilities.   In  order 
to  ensure  full  access  for  people  with  disabilities,  we  are  requesting  $15,000  under  this 
category  to  maintain  and  improve  our  capability  to  produce  materials  in  accessible 
formats  (such  as  braille  and  large  print)  and  to  provide  assistive  communications 
services  (such  as  audio  loops)  at  our  hearings  and  meetings. 

In  addition,  the  Council  anticipates  that  the  increased  outreach  to  which  it  is  committed 
will  result  in  the  need  for  more  efficient  office  equipment  designed  to  respond  more 
quickly  to  the  needs  of  consumers.   This  will  involve  the  strategic  upgrading  of  our 
office-based  computer,  printing,  and  communications  systems.   Five  thousand  dollars 
($5,000)  has  been  budgeted  for  this  purpose  in  FY  1995. 
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MEMBERS  OF  THE  NATIONAL  COUNCIL  ON  DISABILITY 

AS  OF  JANUARY  31,  1994 


Member 


Term  Expires 


FY  1993 
Compensation 


John  A.  Gannon, 
Acting  Chairperson 
201  C  Street,  SE 
Washington,  DC  20003 

A.  Kent  Waldrep,  Jr., 
Vice  Chairperson 
The  Princeton 
14651  Dallas  Parkway 
Suite  136 
Dallas,  TX  75240 

Linda  W.  Allison 
200  East  72nd  Street 
Apartment  16G 
New  York,  NY  10021 

Ellis  B.  Bodron 
Wayfield  &  Bodron 
PO  Box  1558 
Vicksburg,  MS  39181 

Larry  Brown,  Jr. 
7900  Westpark  Drive 
Suite  A400 
McLean,  VA  22102 

Mary  Ann  Mobley  Collins 
2751  Hutton  Drive 
Beverly  Hills,  CA  90210 


9/17/92" 


9/17/92 


6/1/93 


9/17/93 


9/17/921 


9/17/91 


$41,972 


$10,701 


$3,213 


$1,291 


$10,185 


$1,722 


/ 1 3   Nominated  by  President  Clinton  for  reappointment. 
/14  Nominated  by  President  Clinton  for  re-appointment. 
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Anthony  H.  Flack 
1216  Foxboro  Court 
Norwalk,  CT  06851 


9/17/94 


$7,272 


27. 


Robert  S.  Muller 
4213  Red  Bush  Drive 
GrandvUle,  MI  49418 

Dr.  George  H.  Oberie 
Barry  University 
Miami  Shores,  FL  33161 


9/17/92 


9/17/92 


$6,888 


$8,179 


Sandra  S.  Parrino 
123  Marlborough  Road 
Briarcliff  Manor,  NY  10510 


9/17/92 


$14,821 


Mary  M.  Raether 
1205  Huntmaster  Court 
McLean,  VA  22102 


9/17/94 


$10,055 


Shirley  W.  Ryan 
134  Melrose  Avenue 
Kenilworth,  IL  60043 


9/17/94 


Anne  C.  Seggerman 
5060  Congress  Street 
Fairfield,  CT  06430 


9/17/93 


$5,166 


Michael  B.  Unhjem 
4510  13th  Avenue,  SW 
Fargo,  ND  58121 


9/17/93 


Helen  W.  Walsh 

155  Clappboard  Ridge  Rd. 

Greenwich,  CT  06831 


9/17/92 
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CONSULTANTS 

Schedule  of  Advisory  and  Assistance  Services 

National  Council  on  Disability 
(in  thousands  of  dollars) 

Account  Title  and  Symbol  FY  93  FY  94  FY  951S 

Salaries  and  Expenses: 
Account  No.  95-3500-0-1-506 

I.  Contractual  Services 


Studies,  Analyses, 
&  Evaluations 

458" 

497 

395 

II.  Personnel  Appointments 

N/A 

N/A 

N/A 

HI.  Advisory  Committees 

N/A 

N/A 

N/A 

Totals 

458 

497 

395 

/15   Request. 

/16   Includes  supplement  for  ADA  Research  Conference. 
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SUMMARY  OF  REQUEST 


In  summary,  the  National  Council  on  Disability  request  for  FY  1995  funds  in  the 
amount  of  $1,659,000  has  been  developed  according  to  historical  experience  and 
projected  needs.   This  request  includes  funds  for  personnel  expenses,  rent, 
administrative  expenses,  and  travel.   In  addition,  this  request  includes  funding  for 
important  disability  policy  research  and  significantly  increased  access  by  persons  with 
disabilities  and  other  interested  citizens  to  the  policy-making  process.    Finally,  this 
budget  request  provides  for  necessary  equipment  purchases  and  the  continued  capacity 
to  produce  Council  materials  in  accessible  formats  for  persons  with  disabilities. 

We  look  forward  with  enthusiasm  to  the  opportunity  to  conduct  our  planned  activities 
for  FY  1995.   We  will,  of  course,  continue  to  provide  the  President  and  the  Congress 
with  timely  information  and  advice  on  the  most  pressing  issues  facing  Americans  with 
disabilities.   It  is  our  conviction  that  investment  in  improving  policies  and  services  for 
people  with  disabilities  will  contribute  to  reducing  the  deficit  and  broadening  the 
potential  revenue  base  by  allowing  persons  with  disabilities  to  be  productive,  tax  paying 
citizens,  as  they  wish  to  be.   In  order  to  provide  sound  policy  advice  on  issues  that  affect 
the  lives  of  the  43  million  Americans  with  disabilities,  involving  more  than  200  federal 
programs  and  more  than  200  billion  dollars  in  federal  expenditures  annually,  the 
National  Council  needs  to  be  provided  the  resources  necessary  to  accomplish  these 
ambitious,  yet  vital,  tasks. 

We  respectfully  request  that  the  Congress  provide  us  the  resources  we  need  to  achieve 
our  important  mission. 
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ATTACHMENT  A 
MAJOR  ACTTVnTES  SUMMARY  -  FY  1993 


In  its  effort  to  provide  leadership  in  the  identification,  development,  and  evaluation  of 
disability  policy,  the  National  Council  on  Disability  undertook  a  wide  variety  of  activities 
in  Fiscal  Year  1993. 

The  National  Council's  FY  1993  activities  included  continued  support  of  the  Americans 
with  Disabilities  Act  of  1990  (ADA),  Public  Law  101-336,  which  was  initially  proposed 
by  the  National  Council.   The  Council  was  able  to  achieve  this  goal  with  the  release  and 
dissemination  of  its  first-year  report  on  ADA  Watch,  a  project  designed  to  monitor  the 
implementation  of  the  ADA.   The  Council  also  identified  the  overall  needs  and  concerns 
of  individuals  with  disabilities  by  conducting  hearings,  forums  and  conferences 
throughout  the  country,  and  by  responding  to  thousands  of  telephone  and  written 
inquiries  on  the  ADA  and  other  issues. 

Among  the  highlights  of  FY  1993,  the  Council  released  studies  on  financing  assistive 
technology;  ensuring  access  to  health  insurance  and  health-related  services;  assessing  the 
impact  of  elementary  and  secondary  education  programs  and  special  education  for 
children  with  disabilities;  the  needs  of  minorities  with  disabilities;  and  wilderness 
accessibility  (as  mandated  by  Section  507  of  the  ADA).   It  held  hearings  on  personal 
assistance  services;  health  insurance;  assistive  technology;  and  ADA  implementation. 

In  addition,  President  Clinton  nominated  five  new  Members  to  the  National  Council: 
Marca  Bristo  (Chairperson),  Chicago,  Illinois;  Michele  Alioto,  San  Francisco, 
California;  Bonnie  O'Day,  Boston,  Massachusetts;  Hughey  Walker,  Georgetown,  South 
Carolina;  and  Kate  Pew  Wolters,  Grand  Rapids,  Michigan. 

Two  current  Members  were  renominated:  John  A.  Gannon,  Washington,  DC,  and 
Cleveland,  Ohio;  and  Larry  Brown,  Jr.,  Potomac,  Maryland. 

HEARINGS,  FORUMS  AND  CONFERENCES 

During  FY  1993,  the  National  Council  conducted  several  hearings,  forums  and 
conferences  to  elicit  public  response  on  a  number  of  issues  affecting  people  with 
disabilities  and  to  inform  the  public  of  its  activities.   The  following  is  a  summary  of 
those  activities: 

Congressional  Breakfast  and  News  Conference 

March  4,  1993;  Washington,  DC 
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Synopsis 

A  Congressional  breakfast  and  news  conference  was  held  by  the  National  Council 
on  Disability  to  highlight  the  release  of  three  reports  on  health  insurance, 
assistive  technology,  and  education. 

News  Conference 

April  5,  1993;  Austin,  TX 

Synopsis 

A  news  conference  was  conducted  by  the  National  Council  at  the  Texas 
Rehabilitation  Commission,  highlighting  the  release  of  its  report  ADA  Watch  — 
Year  One:   A  Report  to  the  President  and  the  Congress  on  Implementing  the 
Americans  with  Disabilities  Act. 

News  Conference 

April  26,  1993;  New  York,  NY 

Synopsis 

The  National  Council  conducted  a  news  conference  in  New  York  City  to  highlight 
the  release  of  its  report,  Meeting  the  Unique  Needs  of  Minorities  with  Disabilities: 
A  Report  to  the  President  and  the  Congress. 

ADA  Seminar 

June  23,  1993;  Cleveland,  OH 
Synopsis 

A  one-day  seminar  on  the  Americans  with  Disabilities  Act  was  held  at  the 
MetroHealth  Medical  Center  in  Cleveland,  Ohio.    Entitled  Impact  in  the 
Workplace,  this  seminar  provided  the  history  and  background  of  the  Americans 
with  Disabilities  Act,  with  practical  application  on  accommodating  work  sites  for 
injured  workers,  and  information  on  compliance  and  collective  bargaining 
agreements.   The  seminar  was  sponsored  by  the  AFL-CIO,  I  AM  Cares,  and 
MetroHealth  Systems.   Funding  for  the  seminar  was  provided  by  the  National 
Council. 
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Inclusion  of  Students  with  Disabilities  Hearing 

August  4-5,  1993;  Chicago,  Illinois 

Synopsis 

The  National  Council  conducted  a  public  hearing  on  inclusion  of  students  with 
disabilities  in  the  mainstream  of  our  education  system.   Entitled  Making 
Inclusionary  Education  Work:   Overcoming  Barriers  to  Quality,  this  public  hearing 
was  conducted  to  assist  elected  officials  and  other  leaders  in  education  policy  and 
planning  roles  in  their  efforts  to  ensure  that  students  with  disabilities  are 
provided  every  opportunity  to  receive  a  high  quality  education  and  related 
services  in  local  neighborhood  schools. 

RESEARCH  STUDIES 

The  National  Council  has  a  long  history  of  conducting  research  in  areas  of 
critical  interest  to  persons  with  disabilities.   To  this  end,  the  National  Council,  in 
response  to  its  Congressional  mandate,  continued  to  act  as  liaison  to  the  National 
Institute  on  Disability  and  Rehabilitation  Research  (NfDRR),  as  discussed  further 
in  the  section  on  liaison  with  NIDRR  below.   For  example,  in  FY  1993,  the 
National  Council  developed  a  cooperative  agreement  with  NIDRR  to  conduct  a 
national  disability  policy  research  conference  in  FY  1993. 

In  addition,  the  National  Council  itself  commissioned  six  studies  that  will  impact 
on  the  successful  implementation  of  the  ADA,  the  ability  of  people  with 
disabilities  to  live  productively  and  independently  in  their  communities,  and  the 
quality  of  life  for  people  with  disabilities.   The  studies  address  issues  concerning 
education,  health  insurance,  financing  assistive  technology,  ADA  implementation, 
the  needs  of  minorities  with  disabilities,  and  federal  park  accessibility.   Reports 
on  the  findings  and  recommendations  of  the  National  Council  based  on  these 
studies  were  released  during  Fiscal  Year  1993.   The  following  is  a  brief 
description  of  these  studies: 

Education 

The  National  Council's  education  study,  Serving  the  Nation's  Students  with 
Disabilities:  Progress  and  Prospects,  examines  the  outcomes  of  elementary  and 
secondary  education  programs  and  special  education  for  children  and  youth  with 
disabilities.    The  study  also  examines  outcomes  such  as  academic  achievement, 
work  preparation  and  quality  of  life.   A  report  with  recommendations  to  the 
President  and  the  Congress  was  released  in  FY  1993. 
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This  is  the  second  education  study  conducted  by  the  National  Council.   It  tracks 
progress  in  improving  our  education  system  for  students  with  disabilities  since  the 
first  study,  entitled  The  Education  of  Students  with  Disabilities:    Where  Do  We 
Stand?,  was  issued  in  September  1989. 


Health  Insurance 

The  health  insurance  study,  Sharing  the  Risk  and  Ensuring  Independence:  A 
Disability  Perspective  on  Health  Insurance  provides  valuable  information  to 
policymakers  concerned  with  issues  of  health  care  reform.   The  purpose  of  this 
study  was  to  identify  barriers  to  and  supports  for  health  insurance  and  health- 
related  services  in  the  public  and  private  sectors.   A  report  with  Council 
recommendations  addressing  the  problems  faced  by  individuals  with  disabilities  in 
obtaining  adequate  coverage  was  published  during  FY  1993. 


Technology 

The  Council's  technology  study,  Financing  Assistive  Technology  Devices  and 
Services  for  Individuals  with  Disabilities,  was  mandated  by  Congress  in  the 
Technology-Related  Assistance  for  Individuals  with  Disabilities  Act  of  1988.   This 
study  examined  federal  laws,  regulations,  procedures  and  practices  that  facilitate 
or  impede  the  ability  of  States  to  develop  consumer-responsive  statewide  systems 
of  technology-related  assistance  for  individuals  with  disabilities.   It  considers 
financing  mechanisms  in  the  public  and  private  sectors  and  their  impact  on  the 
lives  of  people  with  disabilities.   A  report  containing  a  set  of  detailed 
recommendations  that  will  assist  policymakers  in  creating  increased  opportunities 
for  people  with  disabilities  to  obtain  appropriate  assistive  technologies  was 
published  in  FY  1993. 


ADA  Watch 

The  National  Council's  ADA  Watch  project  monitors  and  evaluates  the 
implementation  of  the  ADA.   The  first  year  of  this  project  included  the  following 
activities:  evaluating  the  progress  of  federal  agencies  in  issuing  regulations, 
providing  technical  assistance,  and  establishing  and  utilizing  enforcement 
mechanisms;  examining  efforts  by  covered  entities  in  voluntarily  complying  with 
the  ADA;  assessing  efforts  of  the  non-profit  sector  in  furthering  the  goals  of  the 
ADA;  tracking  ADA  litigation  and  complaints;  and  identifying  exemplary 
programs  that  enhance  access,  improve  employment  opportunities,  and  otherwise 
guarantee  the  civil  rights  of  people  with  disabilities.   The  Council  issued  its 
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report  ADA  Watch  —  Year  One:  A  Report  to  the  President  and  the  Congress  on 
Progress  in  Implementing  the  Americans  with  Disabilities  Act  on  April  5,  1993. 


Minorities  with  Disabilities 

Meeting  the  Unique  Needs  of  Minorities  with  Disabilities:  A  Report  to  the  President 
and  the  Congress,  provides  a  summary  of  a  major  national  conference  sponsored 
by  the  National  Council  on  Disability  on  the  needs  of  minorities  with  disabilities. 
To  date,  the  report  stands  virtually  alone  as  the  seminal  work  in  a  tragically 
neglected  area  of  policy  research.   The  recommendations  in  this  report  should  be 
of  great  use  to  the  Rehabilitation  Services  Administration  as  it  implements  the 
Rehabilitation  Amendments  of  1992,  which  contain  increased  attention  to  the 
needs  of  persons  from  minority  groups  who  experience  disabilities. 


Wilderness  Accessibility 

Mandated  by  Section  507  of  the  Americans  with  Disabilities  Act,  the  National 
Council  completed  a  study  of  the  accessibility  of  federal  parks  and  recreation 
areas.   It  analyzed  the  effects  that  wilderness  designations  and  wilderness  land 
management  practices  have  on  the  ability  of  individuals  with  disabilities  to  use 
and  enjoy  the  National  Wilderness  Preservation  System  (NWPS).   It  focused 
particularly  on  the  National  Park  Service,  the  U.S.  Forest  Service,  the  Bureau  of 
Land  Management,  and  the  Fish  and  Wildlife  Service.   Its  report  entitled 
Wilderness  Accessibility  for  People  with  Disabilities:  A  Report  to  the  President  and 
the  Congress  of  the  United  States  on  Section  507(a)  of  the  Americans  with 
Disabilities  Act  was  released  at  a  news  conference  during  FY  1993. 


TESTIMONY  BEFORE  CONGRESS 

During  FY  1993,  the  National  Council  on  Disability  provided  formal  testimony 
before  the  Congress  on  four  occasions.   These  were  as  follows: 

March  18,  1993,  before  the  U.S.  House  of  Representatives 

The  U.S.  House  of  Representatives  Committee  on  Appropriations,  Subcommittee 
on  Labor  and  Human  Services,  and  Education,  received  testimony  from  John  A. 
Gannon,  Acting  Chairperson,  and  Andrew  I.  Batavia,  former  Executive  Director, 
regarding  its  Fiscal  Year  1994  Budget  Request. 

June  29,  1993,  before  the  U.S.  Senate 
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John  A.  Gannon,  Acting  Chairperson,  and  Edward  P.  Burke,  Chief  of 
Government  Liaison  testified  before  the  U.S.  Senate  Committee  on  Labor  and 
Human  Resources,  regarding  the  reauthorization  of  the  Technology-Related 
Assistance  Act  of  1988. 

LIAISON  WITH  THE  NATIONAL  INSTITUTE  ON  DISABILITY  AND 
REHABILITATION  RESEARCH 

The  National  Council  held  regular  meetings  with  the  Director  and  the  staff  of 
NIDRR  to  discuss  the  continued  development  of  the  NIDRR  five-year  plan  and  to 
coordinate  the  efforts  of  the  Council  and  NIDRR  in  other  research  areas  of 
mutual  concern.   In  addition,  the  National  Council  made  recommendations  to 
NIDRR  on  issues  of  public  policy  that  affect  the  wide  range  of  people  with 
disabilities,  including  individuals  of  different  ages,  conditions,  perceived 
employment  potentials,  economic  needs,  specific  functional  abilities,  or  other 
individual  circumstances. 


LIAISON  WITH  THE  PRESIDENT'S  COMMITTEE  ON  EMPLOYMENT  OF 
PEOPLE  WITH  DIS  A  BILITIES 

In  accordance  with  its  authorizing  statute,  the  National  Council  continued  to 
provide  guidance  to  the  President's  Committee  on  Employment  of  People  with 
Disabilities.   During  the  fiscal  year,  the  National  Council  and  the  President's 
Committee  worked  cooperatively  to  identify  key  employment  issues  that  deserve 
the  attention  and  resources  of  the  President's  Committee.   Members  of  the 
National  Council  and  the  President's  Committee  attend  each  others' 
quarterly/annual  meetings. 


INFORMATION  DISSEMINATION 

Throughout  the  fiscal  year,  the  National  Council  received  thousands  of  telephone 
calls  and  letters  from  concerned  individuals  and  organizations  about  disability 
issues.   The  Council  also  continued  to  increase  its  communication  of  important 
information  to  persons  with  disabilities  and  their  families,  the  Administration,  the 
Congress,  and  the  public  through  its  FOCUS  newsletter,  special  reports,  annual 
reports,  and  ongoing  interaction  with  the  news  media. 
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36. 
QUARTERLY  MEETINGS  OF  THE  NATIONAL  COUNCIL 

As  required  by  Section  400(c)  of  the  Rehabilitation  Act  of  1973,  as  amended,  the 
full  Council  met  on  four  occasions  during  the  fiscal  year.   The  following  are  the 
dates  and  locations  of  these  meetings: 

November  4-6,  1992;  Arlington,  Virginia 

January  25-26,  1993;  Tucson,  Arizona 

April  26-28,  1993;  New  York,  New  York 

August  2-3,  1993;  Chicago,  Illinois 


Friday,  March  18,  1994. 

U.S.  NATIONAL  COMMISSION  ON  LIBRARIES  AND 
INFORMATION  SCIENCE 

witnesses 

jeanne  hurley  simon,  chairperson,  u.s.  national  commission 
on  libraries  and  information  scdznce 

peter    young,    executp7e    director,    mary    alice    hedge- 
reszetar,  associate  executp/e  director 

Introduction  of  Witness 

Ms.  Pelosi  [presiding].  Our  next  witness  is  Jeanne  Hurley 
Simon,  Chairperson  of  the  National  Commission  on  Libraries  and 
Information  Science. 

Please  come  forward,  Ms.  Simon.  Thank  you  for  being  here.  Good 
morning. 

Ms.  Simon.  Good  morning. 

Ms.  Pelosi.  Welcome,  Ms.  Simon,  and  please  introduce  for  the 
record  the  witnesses  who  are  with  you. 

Ms.  Simon.  Good  morning,  Madam  Chair.  I  am  delighted  to  be 
able  to  introduce  Peter  Young,  who  is  our  Executive  Director,  and 
Mary  Alice  Hedge-Reszetar,  who  is  our  Associate  Executive  Direc- 
tor. 

And  with  me  also  this  morning  are  Jane  Williams  from  the  staff, 
who  is  a  research  associate,  and  John  Lorenz,  a  former  Deputy  Li- 
brarian of  Congress  who  is  our  expert  on  statistics  for  the  National 
Library  Commissions  staff. 

And  if  you  will  indulge  a  fond  mother  and  grandmother  for  one 
moment,  Congressperson,  I  would  like  to  introduce  my  daughter, 
Sheila  Simon,  my  son-in-law,  Perry  Knop,  and  my  granddaughter, 
Reilly  Knop,  the  four-year-old  over  there  who  is  taking  all  of  this 
in.  We  hope  that  Reilly  will  behave  herself.  I  am  sure  she  will. 

Ms.  Pelosi.  I  am  certain.  Well,  her  behavior  will  be  acceptable 
whatever  it  is. 

Ms.  Simon.  Thank  you  very  much. 

NEW  CHAIRPERSON  AND  COMMISSIONERS 

I  am  very  delighted  to  be  here  this  morning  representing  the  Na- 
tional Commission.  Ever  since  the  President  designated  me  the 
Chairperson  in  November  of  1993,  I  have  looked  forward  to  meet- 
ing you,  to  meeting  the  staff  and  to  keep  you  updated  on  our 
achievements,  our  opportunities  that  we  have  and  the  needs  that 
we  have. 

Although  this  is  a  very  small  agency,  a  micro-agency,  it  has  a 
large  mission.  We  are  the  only  entity  in  the  Federal  Government 
that  asks  these  questions:  Are  libraries  doing  a  good  job,  and  could 
they  do  a  better  job? 
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In  the  last  four  months,  the  President  has  named  seven  new 
commissioners  including  myself.  That  is  half  of  the  Commission. 

By  law,  most  of  the  Commission  is  made  up  of  individuals  with 
special  competence  or  interests  in  the  needs  of  our  society  for  li- 
brary and  information  services.  Regardless  of  our  experience,  we  all 
bring  extensive  volunteer  or  professional  involvement  in  library 
and  information  services  from  local,  State,  regional,  and  national 
perspectives. 

I  am  not  a  librarian.  I  am  a  lawyer  by  training,  but  I  do  bring 
to  the  Commission  my  experience  in  law,  government,  and  informa- 
tion policy  as  well  as  special  work  on  issues  relating  to  women  and 
to  the  elderly.  My  work  on  behalf  of  libraries  ranges  from  helping 
to  establish  a  public  library  in  Troy,  Illinois,  population  1200,  over 
30  years  ago,  to  serving  on  the  advisory  committee  on  the  first 
White  House  conference  in  1979  appointed  by  Speaker  Carl  Albert. 

To  ready  myself  for  my  new  duties,  Peter  Young,  Mary  Alice,  and 
I  have  met  with  many  officials  in  the  Federal  Government  and  the 
library  world  to  acquaint  them  with  the  Commission  and  with  me, 
and  to  discuss  opportunities  for  advice  and  leadership  that  this 
Commission  can  provide  as  an  independent  Federal  agency. 

This  is  an  exciting  time,  for  many  reasons,  for  the  National  Com- 
mission on  Libraries  and  Information  Science  (NCLIS).  One  of  the 
reasons  is  an  ongoing  follow-up  to  the  two  top  priority  rec- 
ommendations from  the  1991  White  House  Conference  on  Library 
and  Information  Services.  Those  recommendations  match  two  top 
national  priorities:  That  is,  education  and  the  national  information 
infrastructure. 

LIBRARIES  AND  EDUCATION 

Regarding  libraries  and  education  in  1993,  the  Commission  held 
public  forums  in  three  cities — those  are  Boston,  Des  Moines,  and 
Sacramento — on  the  themes  of  libraries  and  information  services 
for  children  and  youth,  redefining  the  Federal  role.  The  work  for 
1994  is  to  summarize  findings  from  these  forums,  prepare  rec- 
ommendations, submit  the  findings  and  recommendations  to  the 
Congress  and  the  administration,  and  to  incorporate  the  findings  in 
these  forums  into  advice  on  legislation  pertaining  to  education  and 
libraries. 

Another  component  of  this  program  on  libraries  and  education  is 
a  cooperative  project  we  have  with  the  American  Library  Associa- 
tion. We  are  surveying  a  sample  of  school  library  media  centers  in 
selected  States  to  obtain  up-to-date  statistics,  again,  to  be  used  as 
a  guide  in  advising  the  Congress  and  the  administration.  And  I  will 
note  that  the  most  recent  national  statistics  on  school  library 
media  centers  were  collected  in  1985. 

LIBRARIES  AND  THE  NATIONAL  INFORMATION  INFRASTRUCTURE 

The  National  Commission  also  has  a  cooperative  project  on  the 
other  top  White  House  conference  priority — the  involvement  of  li- 
braries in  the  national  information  infrastructure.  This  project  is  a 
study  of  public  libraries  and  the  Internet.  We  will  get  the  prelimi- 
nary results  of  that  study  at  our  meeting  next  week  when  we  meet 
with  the  Public  Library  Association  in  Atlanta.  Findings  about  the 
extent  of  public  library  involvement  with  the  Internet  will  later  be 
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analyzed  by  the  Commission  to  identify  potential  Federal  policies 
on  the  Federal  library  role  in  the  national  information  infrastruc- 
ture. 

This  is  a  very  quick  overview  of  the  Commission  and  some  of  its 
activities,  but  I  think  it  makes  it  clear  that  there  is  a  convergence 
of  external  opportunities,  notably  the  development  of  a  national  in- 
formation infrastructure,  education  reform,  and  consideration  of 
important  library-related  legislation  like  the  Library  Services  and 
Construction  Act. 

commission's  twenty-fifth  year 

These  external  opportunities  fit  well  with  the  internal  context  for 
the  Commission,  which  presents  one  unusual  and  one  unique  op- 
portunity for  1995.  The  rarity  is  having  so  many  new  commis- 
sioners appointed  in  such  a  short  time.  Working  with  veteran  com- 
missioners, they  should  have  new  outlooks  and  proposals  to  focus 
and  strengthen  our  programs  during  a  year  of  unique  opportunity, 
the  25th  anniversary  of  the  Commission's  founding. 

The  National  Commission's  Executive  Director  in  a  January  21, 
1993  report — that  is  Peter  Young's  report  to  the  Commission — con- 
tained guidelines  that  form  the  backdrop  of  the  proposed  fiscal  year 
1995  program  for  the  National  Commission,  and  I  quote: 

The  following  assumptions  should  guide  the  Commission's  consideration  of  issues 
and  topics  of  concern  to  the  library  and  information  services  community. 

One,  the  Commission  should  concentrate  attention  on  those  few  emerging  issues 
that  will  generate  fundamental  change. 

Two,  the  Commission  should  concentrate  on  problem  areas  that  are  consistent 
with  National  Commission  statutory  functions.  Future  investment  of  NCLIS  pro- 
gram resources  should  extend  those  existing  statistical,  analytical  and  research  ef- 
forts that  are  required  to  provide  a  basis  for  national  library  and  information  service 
policies  in  the  next  decade. 

The  Commission  should  identify  niche  program  area  opportunities  that  require 
National  Commission  leadership  and  that  are  not  adequately  addressed  by  agencies, 
associations  and  other  library  information  services  groups. 

Those  major  events  or  trends  that  are  likely  to  dominate  the  national  public  policy 
agenda  of  the  next  decade  should  guide  our  Commission's  concentration  on  issue 
areas.  These  events  or  trends  might  include  global  information  service  changes,  po- 
litical economic  trends,  technological  changes  in  information  creation,  distribution 
and  consumption,  national  reform  of  health  care,  education  systems, 

and  so  on. 

One  of  the  key  words  in  this  excerpt  from  the  Executive  Direc- 
tor's report  is  "policies."  Nowhere  else  in  the  Federal  Government 
is  coherent,  comprehensive  national  policy  work  being  done  for  li- 
brary and  information  services. 

It  is  a  statutory  responsibility  of  the  National  Commission  on  Li- 
braries and  Information  Science  to  undertake  this  important  work, 
according  to  our  mission  as  written  in  Public  Law  91-345. 

My  written  statement  has  attached  to  it  several  pages  of  back- 
ground on  selected  priority  areas  that  the  Commission  will  be  dis- 
cussing next  week  at  our  first  meeting  in  Atlanta.  We  look  forward 
to  reporting  to  you  later  on  what  the  outcomes  of  these  priority  set- 
ting activities  are. 

We  want  to  note  finally  that  Chairman  Natcher  is  improving  in 
health  and  we  hope  to  see  him  back  on  the  job.  His  strong  support 
of  libraries  has  been  of  great  help  to  the  library  community  and  in- 
deed to  Americans  all  over. 
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Thank  you  very  much,  Madam  Chairman.  I  will  be  glad  to  an- 
swer any  questions  either  now  or  for  the  record. 

[The  prepared  statement  and  biography  of  Jeanne  Hurley  Simon 
follow:! 
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U.S.  National  Commission  on  Libraries  and  Information  Science 

Testimony  of  Chairperson  Jeanne  Hurley  Simon 
for  the  FY  1995  Appropriation  Hearing 

18  March  1994 

U.S.  House  of  Representatives  Appropriations  Committee 

Labor,  HHS,  Education,  and  Related  Agencies 

I  am  very  pleased  to  be  here  this  morning  representing  the  National 
Commission.  The  President  designated  me  as  Chairperson  in  November,  1993.  I 
am  excited  by  the  opportunities  facing  the  National  Commission  and  I  have  been 
looking  forward  to  meeting  with  you  to  keep  you  up  to  date  on  our  achievements, 
opportunities  and  needs. 

I  have  much  to  tell  you  about  our  new  Commissioners,  but  there  is  time 
only  to  introduce  them  in  absentia.  First  there  is  Martha  Gould,  director  of  the 
Washoe  County  Library  in  Reno,  Nevada.  The  second  librarian  among  the  new 
appointees  is  Dr.  Bobby  Roberts,  who  directs  the  Central  Arkansas  Library 
System  with  headquarters  in  Little  Rock.  They  join  Shirley  Adamovich  of  New 
Hampshire,  Carol  DiPrete  of  Rhode  Island,  and  the  Librarian  of  Congress  to  fill 
the  librarian  seats  on  the  Commission.  Another  information  professional  newly 
named  to  the  Commission  is  Robert  Willard,  director  of  government  marketing  for 
Mead  Data  Central,  Inc.,  an  electronic  publisher  of  legal  and  other  materials. 

By  law,  most  of  the  Commission  is  made  up  of  individuals  with  special 
competence  or  interest  in  the  needs  of  our  society  for  library  and  information 
services.  So,  representing  the  public  on  the  commission  are  new  members  Frank 
Lucchino,  controller  of  Allegheny  County,  Pittsburgh,  Pennsylvania;  Gary 
Sudduth,  president  and  CEO  of  the  Minneapolis  Urban  League;  and  myself.  We 
join  veteran  Commissioners  Daniel  Casey  of  New  York,  Norman  Kelinson  of 
Iowa,  Kay  Riddle  of  Colorado,  Barbara  Taylor  of  Maryland,  and  NCLIS  Vice 
Chairman  Elinor  Swaim  of  North  Carolina. 

In  the  last  four  months,  the  President  has  named  seven  new  Commissioners, 
including  myself.  That  is  half  of  the  Commission.  Regardless  of  our  experience, 
we  all  bring  extensive  volunteer  or  professional  involvement  in  library  and 
information  services  from  local,  state,  regional  and  national  perspectives. 
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]  am  an  attorney  by  training.  I  bring  to  the  Commission  my  experience  in 
law,  government  and  information  policy,  as  well  as  special  work  on  issues  relating 
to  women  and  to  the  elderly.  My  work  in  behalf  of  libraries  ranges  from  helping 
to  establish  a  public  library  in  Troy,  Illinois,  to  service  on  the  advisory  committee 
for  the  1979  White  House  Conference  on  Library  and  Information  Services. 

To  ready  myself  for  my  new  duties  as  Chairperson  of  the  National 
Commission  on  Libraries  and  Information  Science  and  to  prepare  for  the 
Commission's  meeting  next  week,  I  have  met  with  many  officials  in  the  federal 
government  and  in  the  library  world  to  acquaint  them  with  the  Commission  and 
with  me,  and  to  discuss  opportunities  for  advice  and  leadership  that  NCLIS  can 
provide  as  an  independent  federal  agency. 

This  is  an  exciting  time  for  Commissioners.  Half  of  us  are  new.  The  new 
members  meet  with  our  veteran  colleagues  next  week  for  the  first  time,  eager  and 
enthusiastic  for  our  work. 

There  are  many  other  reasons  that  this  is  an  exciting  time  for  the  National 
Commission  on  Libraries  and  Information  Science.  The  main  reason  is  the 
Commission's  ongoing  work  in  following  up  on  two  top  priority  recommendations 
from  the  1991  White  House  Conference  on  Library  and  Information  Services. 
Those  recommendations  match  two  top  1994  priorities  of  our  nation's  leaders — 
that  is,  education  and  the  emerging  national  information  infrastructure. 

Regarding  libraries  and  education,  in  1993  NCLIS  held  public  forums  in 
three  cities — Boston,  Des  Moines  and  Sacramento — on  the  theme  of  "Libraries 
and  Information  Services  for  Children  and  Youth:  Redefining  the  Federal  Role." 
The  work  for  1994  is  to  summarize  findings  from  the  forums,  prepare 
recommendations  on  the  subject,  submit  the  findings  and  recommendations  to  the 
Congress  and  the  Administration,  and  incorporate  the  findings  from  these  forums 
into  comments  or  suggestions  the  Commission  makes  on  legislation  pertaining  to 
education  and  libraries. 

Another  component  of  this  program  on  libraries  and  education  is  a 
cooperative  project  with  the  American  Library  Association's  Office  for  Research 
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and  Statistics  and  the  American  Association  of  School  Librarians.  We  are 
surveying  a  sample  of  school  library  media  centers  in  selected  states  to  obtain  up- 
to-date  statistics,  again  to  be  used  as  a  guide  in  preparing  advice,  comments  or 
suggestions  for  the  Administration  and  the  Congress.  (The  most  recent  national 
statistics  on  school  library  media  centers  were  collected  in  1985.) 

NCLIS  also  has  a  cooperative  project  on  the  other  top  priority  —  that  is, 
the  involvement  of  libraries  in  the  national  information  infrastructure.  This  project 
involves  professors  at  Syracuse  University  and  the  University  of  Wisconsin  at 
Madison  and  is  to  study  public  libraries  and  the  Internet.  The  Commission  will 
receive  the  preliminary  results  of  that  study  at  our  meeting  next  week.  Findings 
about  the  extent  of  public  library  involvement  with  the  Internet  will  later  be 
analyzed  to  identify  potential  federal  policies  on  the  public  library  role  in  the 
national  information  infrastructure. 

I  hope  this  very  quick  overview  of  the  Commission  and  some  of  its 
activities  helps  make  it  clear  that  there  is  a  convergence  of  external  opportunities  - 
-  notably  the  development  of  the  national  information  infrastructure,  education 
reform,  and  consideration  of  important  library-related  legislation  like  the  Library 
Services  and  Construction  Act.  These  external  opportunities  fit  well  with  the 
internal  context  for  the  Commission,  which  presents  one  unusual  and  one  unique 
opportunity  for  1995.  The  rarity  is  having  so  many  new  Commissioners  appointed 
in  such  a  short  time.  Working  with  veteran  Commissioners,  they  should  bring 
new  outlooks  and  proposals  to  focus  and  strengthen  the  Commission's  programs 
during  a  year  of  unique  opportunity:  the  twenty-fifth  anniversary  of  the 
Commission's  founding. 

The  NCLIS  Executive  Director's  January  21,  1993,  report  to  the 
Commission  contained  guidelines  that  form  the  backdrop  of  the  proposed  FY  1995 
program  for  NCLIS:  "The  following  assumptions  should  guide  the  Commission's 
consideration  of  the  issues  and  topics  of  concern  to  the  library  and  information 
services  community: 

•  The  Commission  should  concentrate  attention  on  those  few  emerging  issues 
that  will  generate  fundamental  change. 

•  The  Commission  should  concentrate  on  problem  areas  that  are  consistent  with 
NCLIS  statutory  functions.    Future  investment  of  NCLIS  program  resources 
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should  extend  those  existing  statistical,  analytical,  and  research  efforts  that  are 
required  to  provide  a  basis  for  national  library  and  information  services 
policies  in  the  next  decade. 

•  The  Commission  should  identify  niche  program  area  opportunities  that  require 
NCLIS  leadership  and  that  are  not  adequately  addressed  by  agencies, 
associations,  and  other  library  and  information  services  groups. 

•  Those  major  events  or  trends  that  are  likely  to  dominate  the  national  public 
policy  agenda  of  the  next  decade  should  guide  NCLIS'  concentration  on  issue 
areas.  These  events/trends  might  include:  global  information  service  changes, 
political/economic  trends,  technological  changes  in  information  creation, 
distribution,  and  consumption,  national  reform  of  health  care,  education 
systems,  etc." 

One  of  the  key  words  in  this  excerpt  from  the  Executive  Director's  report  is 
policies.  Seeking  to  strengthen  our  federal  presence  this  year,  the  Commission 
can  use  the  vantage  point  and  visibility  of  that  presence  to  focus  in  1995  on  the 
national  policy  issues  for  library  and  information  services  with  which  it  is 
uniquely  authorized  by  law  to  deal. 

NCLIS  needs  to  channel  the  efforts  of  Commissioners,  staff,  consultants, 
detailees,  task  forces,  committees,  and  other  advisors  and  colleagues  into  the 
crafting  of  a  new  work  to  replace  its  1975  document,  Toward  a  National  Program 
for  Library  and  Information  Services:  Goals  for  Action.  Nowhere  else  in  the 
federal  government  is  coherent,  comprehensive,  national  policy  work  being  done 
for  library  and  information  services.  It  is  the  statutory  responsibility  of  the 
National  Commission  on  Libraries  and  Information  Science  to  undertake  this 
policy  work. 

My  written  statement  has  attached  to  it  several  pages  of  background  on 
selected  priority  areas  that  the  Commission  will  be  discussing  next  week.  We 
look  forward  to  reporting  to  you  later  on  what  the  outcomes  of  our  priority-setting 
activities. 

Thank  you  for  your  time  and  interest.  I  will  be  glad  to  answer  any 
questions,  either  now  or  for  the  record. 
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U.S.  NATIONAL  COMMISSION  ON  LIBRARIES  AND  INFORMATION  SCIENCE 

Topic  Background  Sheet 
February  1994 

Libraries,  Literacy,  and  Educational  Reform 
Topic  Summary  Statement 
The  Commission  should  devote  priority  attention  to  implementation  of  the  1991 
WHCLIS  recommendation  concerning  library  and  information  services  for  children  and  youth. 
Building  on  the  1993  Commission -sponsored  survey  of  school  library  media  centers,  on  the 
three  regional  forums  held  in  1993,  on  1989  work  on  information  literacy,  and  on  concern 
about  library  roles  in  support  of  literacy  services,  NCLIS  should  devote  priority  attention  to 
school  and  public  library  services  for  children  and  youth  in  support  of  the  National  Education 
Goals  and  Goals  2000:  Educate  America  Act. 

Previous  NCLIS  Involvement 

•  The  Commission's  1977  Task  Force  on  School  Library/Media  Centers  studied  the  role 
of  the  school  library  media  center  in  the  development  of  a  national  network  by  publishing  The 
Roie  of  the  School  Library  Media  Program  in  Networking,  in  1978; 

•  In  1984,  a  NCLIS  statement  "Finding  and  Using  Information  Effectively"  began  a 
multi-year  focus  on  information  skill  development  now  commonly  referred  to  as  "resource- 
based  learning"  or  "information  literacy;" 

•  A  1989  NCLIS  symposium  on  "Information  Literacy  and  Education  for  the  21st 
Century:  Toward  an  Agenda  for  Action"  focused  on  developing  information  literacy  in 
students.  Symposium  recommendations  addressed  the  roles  of  teachers,  library  media 
specialists,  school  administrators,  associations,  and  communities  to  incorporate  information 
literacy  into  the  K-12  curriculum  and  teacher  preparation  programs; 

•  In  1992/93  NCLIS  met  with  representatives  of  COSLA,  ALA,  PLA,  and  other 
associations  to  review  activities  and  proposals  for  implementation  of  1991  WHCLIS 
recommendations  relating  to  children  and  youth; 

•  A  1993  series  of  three  regional  open  forums  on  children  and  youth  library  and 
literacy  services  at  the  Boston  Public  Library  (May),  at  the  California  State  Library 
(September),  and  at  the  State  Library  of  Iowa  (December).  Transcripts  of  each  of  these  forums, 
along  with  briefings,  are  published. 

Related  1991  WHCLIS  Recommendation 

•  Omnibus  Children  and  Youth  Literacy  Initiative  calls  for  Federal  grant  and  incentive 
programs  to  support  resource -based  instructional  services,  information  technology,  and 
school/public  library  partnership  programs. 

Current  Situation 

•  Portions  of  the  1991  WHCLIS  Omnibus  recommendation  are  incorporated  into  the 
Elementary  and  Secondary  Education  Act  (ESEA)  currently  being  reauthorized.  The  outcome 
of  a  House  amendment  authorizing  a  $200  million  program  for  school  libraries  is  uncertain. 

•  Results  from  a  1993/94  NCLIS/AASL/ALA  sample  survey  of  school  libraries  in  12 
states  will  soon  be  available. 
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Topic  Background  Sheet 
February  1994 

Libraries  and  the  National  Information  Infrastructure 

Topic  Summary  Statement 

The  Commission  should  devote  priority  attention  to  the  implementation  of  the  1991 
WHCL1S  recommendations  concerning  the  National  Research  and  Education  Network  (NREN). 
Building  on  the  1993  Commission -sponsored  survey  of  public  library  involvement  in  the 
Internet,  the  Commission  should  devote  priority  to  work  on  the  role  of  libraries  in  the  National 
Information  Infrastructure. 

Past  NCLIS  Involvement 

•  1974  Resources  and  Bibliographic  Support  for  a  Nationwide  Library  Program.  This 
study  outlined  and  defined  concepts  related  to  cooperative  collection  development, 
bibliographic  access  systems,  and  online  communication  channels  adequate  to  meet  the  needs 
for  a  National  bibliographic  and  resource  access  system; 

•  1977  A  Computer  Network  Protocol  for  Library  and  Information  Science 
Applications  proposing  a  interoperative  computer-to-computer  protocol  for  electronic 
communication  of  digital  information  over  a  nationwide  library  bibliographic  network; 

•  1982,  Toward  a  Federal  Library  and  Information  Systems  Network:  A  Proposal 
exploring  the  potential  for  linking  Federal  libraries  through  a  nationwide  network  for  resource 
and  service  sharing  activities; 

•  In  July  1992,  the  Commission  held  an  open  forum  on  library  and  information  services 
roles  in  NREN  to  hear  from  library  and  information  service  organizations,  as  well  as 
representatives  from  related  industries,  associations,  agencies,  and  institutions; 

•  In  November  1992,  NCLIS  issued  a  Report  to  the  Office  of  Science  and  Technology 
Policy  on  library  and  Information  Services'  roles  in  NREN.  This  report  contained  issues  which 
were  raised  at  the  NCLIS  forum; 

•  In  August  1993,  NCLIS  named  Dr.  Charles  R.  McClure  Distinguished  Researcher  to 
examine  the  impacts  of  networking  on  libraries; 

•  In  January  1994,  NCLIS  surveyed  a  sample  of  1,495  public  libraries  to  assess  current 
Internet  use. 

Related  1991  WHCLIS  Recommendation 
Priority  recommendation  calling  for  enactment  of  legislation  creating  and  funding 
NREN  to  serve  as  an  information  "superhighway"  allowing  educational  institutions,  including 
libraries,  to  capitalize  on  the  advantages  of  technology  for  resource  sharing  and  the  creation  and 
exchange  of  information. 

Current  Situation 

•  September  1993  formation  of  an  Information  Infrastructure  Task  Force  signals  a 
major  Administration  initiative  for  developing  a  National  information  infrastructure  that 
includes  connection  for  "every  classroom,  every  clinic,  every  library,  every  hospital  in  America 
into  a  national  information  superhighway  by  the  year  2000." 

•  Results  of  NCLIS  survey  of  public  libraries  and  Internet  will  provide  public  policy 
proposals  identifying  future  Federal  roles. 
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U.S.  NATIONAL  COMMISSION  ON  LIBRARIES  AND  INFORMATION  SCIENCE 

Topic  Background  Sheet 
February  1994 

Library  Services  and  Construction  Act  (LSCA)  Reauthorization 

Topic  Summary  Statement 
The  Commission  should  devote  priority  attention  to  the  reauthorization  of  LSCA  in 
1994195.  Building  on  the  Commission-sponsored  papers  analyzing  the  public  policies 
underlying  the  1991  WHCLIS  recommendations,  NCLIS  should  devote  priority  attention  to 
providing  the  Congress  and  the  Administration  with  advice  on  restructuring  and  updating 
LSCA. 

Previous  NCLIS  Involvement 

•  In  1976,  NCLIS  issued  a  study  of  the  Evaluation  of  the  Effectiveness  of  Federal 
Funding  of  Public  Libraries  which  proposed  a  revised  system  design  for  Federal  policy; 

•  In  a  1981  preliminary  analysis  of  LSCA  for  NCLIS,  Deborah  Hyatt  identified  three 
Federal  roles  as:  1.)  Providing  for  efficient  organization,  administration,  and  coordination  of 
Federal  agency  activities  related  to  library  and  information  services;  2.)  Stimulating  and 
supporting  interlibrary  cooperation  and  library  networks;  and  3.)  Ensuring  adequate  response  to 
special  populations  and  special  needs; 

•  In  1982,  NCLIS  provided  technical  assistance  to  Congress  on  LSCA  reauthorization 
by  submitting  specifications  to  the  House  Subcommittee  on  Postsecondary  Education  based  on 
certain  key  1979  WHCLIS  resolutions; 

•  Commissioners  attended  meeting  of  the  LSCA  Reauthorization  Task  Force  in  March 
and  August,  1993.  In  addition,  NCLIS  hosted  a  briefing  on  LSCA  for  Task  Force  members 
(ALA,  COSLA,  PLA,  and  ULC)  in  November  1993. 

Related  1991  WHCLIS  Recommendations 
A  priority  recommendation  for  Funding  Libraries  Sufficiently  to  Aid  U.S.  Productivity 
calls  for  sufficient  funding  to  assure  that  libraries  provide  information  resources  needed  for 
education  and  research  that  is  critical  for  global  economic  competitiveness.  Recommendation 
calls  on  the  President  and  Congress  to  fully  support  education  and  research  by  expanding  and 
fully  funding  statutes  related  to  information  services  such  as  LSCA.  Additional 
recommendations  call  for:  1.)  reorienting,  redirecting,  and  allocating  responsibilities  for 
LSCA  titles  VI  (Library  Literacy)  and  VIII  (Library  Learning  Center  Programs)  to  state- 
library-agency-based,  rather  than  discretionary;  2.)  forward  funding  of  LSCA  authorization; 
3.)  retaining  and  expanding  LSCA  to  assist  in  the  redefinition  of  library  and  information 
services  to  children  and  youth,  families  and  communities,  including  training,  needs  assessment, 
community  coalition  building,  cultural  awareness,  and  sensitivity,  and  similar  issues  that  work 
toward  and  support  community-wide  strategies;  4.)  enact  Library  and  Information  Services 
Act  to  carry  forward  WHCLIS  recommendations. 

Current  Situation 
Associations  in  the  LSCA  Task  Force  have  developed  brief  position  statements  for 
revising  and  restructuring  the  Act  with  an  emphasis  on  access/technology  and  access/special 
services.  Two  NCLIS  commissioned  papers  focusing  on  policy  issues  included  in  the  1991 
WHCLIS  recommendations  are  ready  for  publication.  Administration  policy  is  likely  to 
emphasize  state  and  local  level  support  responsibilities,  with  Federal  programs  for  new 
technology  and  adult  literacy. 
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Ms.  Pelosi.  Thank  you  very  much,  Ms.  Simon,  for  your  testi- 
mony and  also  for  your  message  to  Chairman  Natcher  which  we 
will  most  certainly  deliver  to  him.  I  know  he  will  be  pleased  to  hear 
from  you  and  encouraged  by  it.  It  is  remarkable  that  in  these  hear- 
ings Members  of  the  Committee  have  attempted  to  substitute  for 
him  in  his  absence,  the  messages  that  we  have  been  able  to  convey 
to  him  have  been  most  encouraging  to  him  and  obviously  most 
heartfelt,  and  yours  as  well.  We  thank  you  so  much  for  that. 

LIBRARY  PROGRAM  ELIMINATIONS 

Ms.  Simon,  as  you  know,  the  Department  of  Education  is  propos- 
ing to  eliminate  six  library  programs  in  1995  on  the  basis  that  they 
have  already  accomplished  their  mission,  they  duplicate  other  pro- 
grams, or  they  are  poorly  structured  to  accomplish  their  objectives. 
What  is  your  professional  judgment  on  these  recommendations? 

Ms.  Simon.  My  professional  judgment  is  that  we  should  take  a 
closer  look  at  what  they  are  trying  to  eliminate  and  see  if  we  can't 
work  with  them  to  restructure  the  formation  that  we  would  like  to 
see. 

To  completely  wipe  out  programs  is  not  a  good  way  to  go.  We 
have  been  working  with  these  programs  for  some  time.  We  are  car- 
rying on  further  conversations  with  people  in  these  agencies  and 
departments,  and  I  believe  that  we  can  work  out  something  that 
will  be  mutually  satisfactory. 

Ms.  Pelosi.  Was  the  Commission  consulted  by  the  administra- 
tion in  developing  these  policies? 

Ms.  Simon.  No,  it  was  not. 

Ms.  Pelosi.  Which  is  interesting  in  light  of  your  statement.  No- 
where else  in  the  Federal  Government  is  coherent  comprehensive 
policy  work  being  done  for  library  and  information  services. 

Ms.  Simon.  That  is  correct.  We  are  a  small  agency.  Maybe  our 
voice  should  be  louder. 

Ms.  PELOSI.  I  think  there  is  a  recognition  of  what  you  bring;  it 
is  just  that  the  money  is  not  there.  As  we  say  around  here,  it  is 
not  the  price,  it  is  the  money,  and  that  I  guess  is  part  of  the  prob- 
lem. But  I  hope  that  you  will  weign  in  on  that.  As  a  former  library 
commissioner  in  California,  I  hope  you  will  weigh  in  on  that. 

Ms.  Simon.  I  am  delighted  to  hear  you  were  a  former  library 
commissioner.  That  gives  us  great  hope. 

LIBRARY  STATISTICS  PROGRAM 

Ms.  Pelosi.  Could  you  explain  to  the  committee  what  activities 
you  fund  under  your  reimbursable  arrangement  for  the  National 
Center  for  Educational  Statistics  and  the  Department  of  State. 

Ms.  SlMON.  The  activities  we  perform  in  conjunction  with  the  Na- 
tional Center  for  Education  Statistics  form  the  basis  of  the  entire 
analytical  data  that  we  have.  Without  it,  we  would  be  unable  to 
provide  any  information  at  all. 

I  might  ask  Mary  Alice  Hedge-Reszetar,  who  is  in  charge  of  this 
program,  to  give  a  little  more  detail.  If  you  care  to,  Mary  Alice. 

Ms.  Pelosi.  Yes,  please. 

Ms.  Hedge-Reszetar.  Thank  you,  Madam  Chairperson. 

The  Commission  works  in  a  cooperative  effort  with  the  National 
Center  for  Education  Statistics  under  a  memorandum  of  under- 
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standing  that  is  based  on  the  GEPA,  General  Education  Provisions 
Act,  which  provides  for  collecting  and  disseminating  statistical  in- 
formation on  libraries,  collecting  data  from  libraries,  developing 
and  supporting  a  cooperative  collection  of  annual  data,  collection  on 
public  libraries,  and  obtaining  data  on  librarians  and  school  librar- 
ies and  their  resources  through  the  schools  and  staffing  survey. 

The  Commission  has  in  our  statutory  mandate  the  ability  to  con- 
duct studies,  surveys  and  analyses  of  the  library  and  information 
needs  of  the  Nation,  appraise  the  adequacies  and  deficiencies  of 
current  library  information  resources  and  services,  and  contract 
with  Federal  agencies  and  other  public  agencies  to  carry  out  any 
of  its  functions. 

And  this  is  one  of  the  most  successful  cooperative  ventures  that 
NCES  has  ever  been  involved  in,  as  well  as  the  Commission.  We 
work  with  every  State  and  territory.  We  have  annual  training  ses- 
sions the  first  week  in  December  because  that  does  not  conflict 
with  the  endings  of  fiscal  years  in  the  States  and  it  is  a  choice  of 
the  data  coordinators  as  far  as  the  timing. 

This  program  has  established  for  the  first  time  a  baseline,  and 
it  has  been  in  existence  since  1988,  where  the  data  can  be  used  by 
policy  analysts  at  the  local,  State,  regional  and  Federal  levels.  And 
I  have  with  me  a  report  from  California,  which  shows  California  in 
comparison  with  other  States,  which  they  would  not  have  been  able 
to  do  had  they  not  had  this  data.  And  it  is  very  important  for  Cali- 
fornia and  other  States  to  have  this  data. 

I  would  like  to  ask  Mr.  Young  if  he  would  wish  to  add  anything 
to  my  remarks. 

Mr.  Young.  One  of  the  important  aspects  of  this  cooperative  pro- 
gram is  that  the  National  Center  for  Education  Statistics  does  not 
have  librarians  working  in  their  statistical  programs.  Cooperatively 
working  between  the  Commission  and  the  Center,  we  interface 
with  the  library  community  both  in  terms  of  State  libraries  as  well 
as  with  academic  libraries,  providing  for  that  in  a  way  that  benefits 
the  academic  and  public  and  school  and  special  library  commu- 
nities but  also  benefits  the  Federal  Government  in  terms  of  the 
data  collection  on  the  voluntary  basis  of  statistics  from  these  insti- 
tutions. 

The  data  set  essentially  for  the  libraries  of  this  country  is  not  a 
perfect  data  set.  It  is  very  difficult  to  formulate  public  policy  with- 
out the  data  that  shows  and  demonstrates  what  the  current  status 
is  in  these  institutions.  This  cooperative  program  is  an  important 
aspect  of  supplying  information  for  national  policy  planning  both  at 
the  national  level  as  well  as  at  the  State  and  local  levels. 

Ms.  Pelosi.  Thank  you. 

Do  you  have  firm  commitments  from  the  Department  of  Edu- 
cation and  State  to  continue  this  funding  in  1994,  and  do  you  have 
any  indication  that  the  funding  will  be  continued  at  projected  levels 
for  1995? 

Ms.  Simon.  We  have  no  indication  to  the  contrary,  Madam  Chair- 
person. 

Ms.  Pelosi.  No  indication  to  the  contrary.  Okay. 

What  do  you  think  the  advantages  or  disadvantages  are  of  fund- 
ing these  activities  through  reimbursable  arrangements  versus  di- 
rect appropriation? 


1179 

Ms.  SIMON.  A  direct  appropriation  to  the  Commission  would  be 
of  enormous  advantage  and  in  fact  it  would  be  part  of  reinventing 
government  as  I  see  it.  And  as  Vice  President  Albert  Gore  has  sug- 
gested, time,  money,  effort,  all  can  be  saved  by  the  direct  appro- 
priation to  our  commission.  I  believe  that  this  would  be  mutually 
agreeable  under  the  circumstances  to  the  Department  of  Education, 
and  I  hope  it  can  be  worked  out. 

Ms.  PELOSI.  Thank  you. 

LSCA  REAUTHORIZATION 

The  Library  Services  and  Construction  Act  is  scheduled  to  be  re- 
authorized in  1995.  During  the  last  reauthorization  in  1989,  Con- 
gress decided  to  postpone  major  changes  until  after  the  White 
House  Conference  on  Library  and  Information  Services,  which  you 
referenced  in  your  remarks.  What  major  changes  is  the  Commis- 
sion recommending  as  a  result  of  the  conference  recommendations 
in  this  area? 

Ms.  Simon.  As  a  result  of  the  conference,  which  had  96  separate 
recommendations,  over  56  of  the  recommendations  have  been  im- 
plemented in  full  or  in  part  not  only  by  the  National  Commission 
on  Libraries  but  by  the  Congress,  by  the  President,  by  different 
agencies.  We  feel  that  the  White  House  conference  was  a  real  suc- 
cess in  that  respect. 

The  reauthorization  of  the  LCSA  is  taking  on  new  life  this  year 
in  view  of  reinventing  government,  in  view  of  Goals  2000,  in  view 
of  constraints  on  the  budget,  but  in  particular  because  of  the  infor- 
mation superhighway  and  the  national  information  infrastructure. 

We  have  been  working  with  the  American  Library  Association, 
with  the  Librarian  of  Congress,  the  Public  Library  Association, 
with  the  Urban  Libraries  Council  to  come  up  with  some  rec- 
ommendations. We  want  to  work  with  these  communities  to  formu- 
late what  may  be  an  entirely  new  look  for  the  Library  Services  and 
Construction  Act. 

Ms.  Pelosi.  Well,  I  have  some  further  questions  relating  to  the 
information  superhighway  and  your  involvement  with  that,  and  as 
well  the  Goals  2000  legislation  and  the  Education  and  Secondary 
Education  Act  Reauthorization,  which  I  will  submit  to  you  in  writ- 
ing, and  we  welcome  your  written  response. 

With  that,  I  want  to  thank  you  once  again  for  your  very  fine  tes- 
timony and  for  your  comments  for  Mr.  Natcher.  And  since  this  is 
the  Labor,  Health  and  Human  Services,  and  Education  Subcommit- 
tee, we  spend  a  lot  of  our  time  on  working  with  children,  it  seems 
to  have  a  soothing  effect. 

Ms.  Simon.  Is  she  asleep? 

Ms.  Pelosi.  I  think  Reilly  felt  right  at  home  here.  We  were  very 
pleased  to  have  her  with  us. 

Ms.  Simon.  We  are  glad  we  didn't  put  you  to  sleep. 

Ms.  Pelosi.  No  indeed.  Thank  you. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
lows:! 
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WHITE  HOUSE  CONFERENCE  ON  LIBRARY  &  INFORMATION  SERVICES 


Mr.  NATCHER.  Please  provide  the  status  of  the  top  25  recommendations  of  the  White 
House  Conference  on  Libraries  and  Information  Science  and  discuss  the  role  the 
Commission  has  played  in  the  implementation  process. 

Ms.  SIMON.  Progress  has  been  made  on  a  number  of  the  recommendations  from  the 
1991  White  House  Conference  on  Library  and  Information  Services  (WHCLIS)  since 
the  close  of  the  Conference.  Since  establishing  initial  recommendations  for  priority 
attention  at  a  meeting  in  October  1991,  the  Commission  has  concentrated  on  two 
priority  areas  which  received  the  highest  endorsement  from  WHCLIS  delegates:  1.) 
the  role  of  libraries  in  serving  the  literacy  and  education  needs  of  children  and  youth; 
and  2.)  the  role  of  libraries  in  the  emerging  National  information  infrastructure.  Of  the 
96  recommendations  and  petitions  passed  by  1991  WHCLIS  delegates,  a  March  1994 
NCLIS  review  noted  that  implementation  action  has  been  taken  on  58%.  Passage  of 
major  Federal  legislation  in  these  two  priority  areas  implements  much  of  the  intent  of 
these  high  priority  WHCLIS  recommendations.  Passage  of  the  High  Performance  and 
Computing  Act  of  1991  (P.L.  102-194)  establishing  the  National  Research  and 
Education  Network  and  enactment  of  Goals  2000:  Educate  America  Act  are  important 
National  policies  which  constitute  many  of  the  priority  WHCLIS  recommendations. 

The  Commission  has  played  an  active  and  convening  role  in  planning  for  the 
implementation  of  the  WHCLIS  recommendations.  A  total  of  five  open  forums  have 
been  held  on  various  aspects  of  the  WHCLIS  recommendations.  The  first  was  held  in 
March  1992  to  bring  various  library  and  information  groups  together  to  share 
information  about  implementation  goals  and  plans.  The  second  was  held  in  July  1992  to 
discuss  plans  for  involvement  of  libraries  in  the  NREN.  The  last  three  forums  were 
held  in  Boston,  MA  (May  1993),  Sacramento,  CA  (September  1993),  and  Dcs  Moines, 
Iowa  (December  1993)  and  focused  attention  on  the  role  of  libraries  servicing  children 
and  youth.  All  five  of  these  forums  focused  attention  on  the  roles  of  various  Federal, 
State,  local,  and  private  agencies  in  the  implementation  process. 

[Clerk's  note:    Additional  information  has  been  provided  and  is  on  file  with  the  Subcommittee] 
GOALS  2000  AND  ELEMENTARY  AND  SECONDARY  EDUCATION  ACT 

Mr.  NATCHER.  What  specific  involvement  has  the  Commission  had  in  the 
development  of  the  Goals  2000  and  the  Elementary  and  Secondary  Education  Act 
reauthorization  legislation? 

Ms.  SIMON.  The  Commission  has  focused  on  documenting  the  status  of  library  and 
information  services  to  children  and  youth  as  a  basis  for  Congress'  consideration  of 
those  services  in  the  Goals  2000  legislation  and  the  Elementary  and  Secondary 
Education  Act  reauthorization.  The  Commission  sponsored  public  forums  in  1993  in 
Boston,  Sacramento  and  Dcs  Moines  to  hear  from  students,  teachers,  librarians  and 
other  educators  about  current  and  potential  capabilities  of  school  libraries.     These 
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forums  served  as  the  basis  for  communication  directly  to  Congressional  committees 
considering  Goals  2000  and  ESEA  reauthorization.  Also,  because  the  latest  national 
data  about  school  libraries  was  collected  by  NCES  in  1985,  the  Commission  sponsored 
a  1993  survey  of  selected  school  libraries  in  12  States  to  provide  up-to-date  data  about 
the  status  and  condition  of  school  library  media  center  collections,  resources,  and 
staffing.  Summaries  of  the  findings  of  the  forums  and  the  survey  have  been  provided  to 
Congress. 

The  Commission  further  participates  in  the  legislative  review  function  through 
the  Office  of  Management  and  Budget,  whereby  it  reviews  bills  and  other  documents 
and  can  comment  in  areas  appropriate  to  the  Commission's  statute. 


COMMISSION'S  UNIQUE  FUNCTIONS 

Mr.  NATCHER.  What  services,  resources,  or  analysis  docs  the  commission  provide 
that  could  not  be  found  in  either  the  Department  of  Education,  the  American  Library 
Association,  or  other  related  organizations? 

Ms.  SIMON.  The  Commission  is  the  single  independent  point  in  the  Federal 
government  for  National  policy  work  for  libraries  and  information  services.  The  Office 
of  Library  Programs  in  the  Department  of  Education  administers  grant  programs  serving 
libraries  and  is  subject  to  each  Administration's  views  on  libraries  and  information 
services.  The  Commission  is  an  independent  agency  with  the  statutory  responsibility  of 
advising  both  the  President  and  the  Congress.  The  American  Library  Association  is  a 
professional  membership  association  composed  of  library  practitioners  and  supporters. 
NCLIS  is  composed,  by  law,  of  only  five  library  or  information  professionals. 

Because  the  Commission  is  composed  of  citizens  with  "...special  competence  or 
interest  in  the  needs  of  our  society  for  library  and  information  services....",  NCLIS 
Members  represent  the  needs  and  interests  of  the  people  who  use  libraries  and 
information  services.  Because  there  are  so  many  different  types  of  libraries  and  such  a 
wide  array  of  information  services  and  sources,  the  Commission's  broad  policy  mandate 
makes  it  unique  among  government  and  related  organizations.  The  Commission's 
independent  status,  its  broad  statutory  functions,  its  close  ties  to  external  public  and 
private  constituent  interests  groups,  its  close  relationships  with  the  Administration  and 
Congress,  all  contribute  to  an  unique  function  and  perspective  that  arc  not  duplicated. 


COMMISSION'S  BUDGET  AND  STAFFING 

Mr.  NATCHER.  Is  the  Commission  expected  to  comply  with  the  President's  Executive 
Order  to  reduce  Federal  employment? 

Ms.  SIMON.  At  this  time  the  Commission  is  not  required  to  reduce  Member  or  staff 
positions  because  it  is  such  a  small  agency.  However,  we  submitted  a  streamlining  plan 
to  OMB  in  November  1993,  and  we  continue  to  institute  measures  to  operate  more 
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efficiently  and  effectively.    The  National  Performance  Review's  objectives  will  be  an 
important  part  of  the  Commission's  upcoming  planning  meeting. 


Mr.  NATCHER.  How  do  your  FTE  ceilings  compare  to  your  budgeted  staffing  levels 
from  1993  through  1995? 

Ms.  SIMON.  The  Commission's  ceiling  for  full-time-equivalent  (FTE)  positions  is 
twelve.  In  1993  the  Commission  had  six  FTE  positions  filled:  five  for  staff  and  one  for 
Commissioners.  We  expect  to  fill  one  vacant  staff  slot  in  1994.  The  total  FTE 
positions  would  remain  the  same  for  1995. 


Mr.  NATCHER.  What  was  the  amount  of  the  locality  pay  increase  that  went  into  effect 
on  January  1,  1994  and  how  did  you  absorb  this  unbudgetcd  cost  in  1994? 

Ms.  SIMON.  The  1994  locality  increase  was  4.23%,  or  about  $10,000  total.  The  fact 
that  the  Commission  does  not  plan  for  contracted  studies  in  1994,  as  it  did  in  1993,  will 
permit  the  locality  increase  to  be  paid  from  the  "other  services"  object  class. 


Mr.  NATCHER.  How  much  is  included  in  your  budget  for  a  January,  1995  pay  raise 
and  what  percentage  increase  is  this  based  upon? 

Ms.  SIMON.  Our  initial  budget  request  was  built  on  a  2%  increase  in  staff  salaries,  in 
accordance  with  OMB's  Federal  pay  raise  assumptions.  The  2%  increase  is  $7,000  total 
for  all  staff  salaries.  The  rate  of  compensation  for  Commission  Members,  when 
engaged  in  the  business  of  the  Commission  and  which  is  fixed  by  the  Chairperson,  has 
not  been  increased  in  the  last  three  years. 


Mr.  NATCHER.   How  much  is  included  in  your  budget  for  a  January,  1995  locality  pay 
increase  and  what  percentage  increase  is  this  based  upon? 

Ms.  SIMON.    At  this  time  funds  are  not  included  for  a  locality  pay  increase.     The 
President's  FY  1995  budget  proposes  1.6%  total  for  national  and  locality  pay  increases. 


PUBLIC  LIBRARY  CONSTRUCTION 

Mr.  PORTER.  Critics  of  library  construction  suggest  that  we  have  achieved  saturation, 
and  that  resources  should  be  directed  to  make  existing  libraries  better.  I  would  like  to 
ask  you  the  same  question  that  I  asked  Chairman  Farrcll  last  year.  In  your  personal, 
professional  opinion,  should  we  begin  to  transfer  priorities  from  construction  to 
services? 
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Ms.  SIMON.  Many  communities  across  the  country  are  planning  to  build  new  public 
libraries.  Many  existing  library  buildings  require  remodeling,  and  many  need  to  be 
updated  for  access  and  for  technology.  For  some  people,  the  question  seems  to  be 
whether  Federal  funds  should  continue  to  support  such  efforts.  Since  my  appointment 
to  the  Commission  in  November,  1993,  I  have  not  yet  had  the  time  to  examine  the 
question  in  depth  and  detail.  However,  I  plan  to  address  this  question  as  we  prepare  for 
the  Commission's  expected  involvement  in  reauthorization  of  the  Library  Services  and 
Construction  Act  (LSCA)  which  is  due  in  1994/5.  I  am  certain  the  question  of  the  role 
of  the  Federal  government  in  providing  funds  for  library  construction  will  be  raised, 
along  with  questions  about  the  Federal  role  in  providing  funding  for  connecting  libraries 
to  the  National  information  infrastructure,  and  for  addressing  the  special  problems  of 
education  and  youth.  I  will  sec  that  the  Committee  is  kept  closely  informed  about  the 
Commission's  activities,  findings,  and  recommendations  in  these  areas. 


COLLABORATIONS 

Mr.  PORTER.  I  understand  that  you  intend  to  continue  collaboration  with  the 
Department  of  Education  in  FY  1995  to  evaluate  the  role  of  libraries  and  information  in 
support  of  education  and  the  conduct  of  research.  How  long  has  this  collaboration  taken 
place,  and  what  tangible  outcomes  have  resulted?  What  do  you  hope  to  gain  in  the 
future  through  further  collaboration? 

Ms.  SIMON.  The  Commission's  primary  current  area  of  collaboration  is  with  the 
National  Center  for  Education  Statistics  (NCES)  to  define,  collect  in  machine-readable 
form,  and  disseminate  statistics  from  the  various  types  of  libraries  (public,  academic, 
school,  and  special).  This  cooperative  project  began  in  1988.  In  the  area  of  public 
library  statistics,  the  agrccd-on  definitions,  timeliness,  cxtcnsivcncss  and  high  quality 
make  this  annual  data  collection  program  more  useful  and  dependable  and  permit  more 
valid  comparison  than  any  other  sets  of  data  about  libraries  in  the  U.S.  They  also 
provide  the  basis  for  research  by  library  educators,  librarians  and  others  desiring  to 
understand  outcomes  of  past  actions,  events  and  trends;  to  make  reliable  predictions; 
and  to  form  plans  and  strategics. 

In  addition,  in  1993,  NCLIS  and  NCES  began  the  first  in  an  annual  series  of 
Library  Policy  Forums,  focusing  interdisciplinary  attention  on  the  policy  issues  related 
to  library  and  information  services.  Rapid  changes  in  the  information  services  and 
communication  networks  areas  may  require  new  statistics  to  serve  the  needs  of  planners 
and  policymakers.  The  NCLIS/NCES  policy  forums  hope  to  address  these  new  data 
requirements  to  help  shape  future  library  and  information  service  policies. 


Mr.  PORTER.  Do  you  collaborate  with  the  National  Library  of  Medicine  at  the 
National  Institutes  of  Health  in  a  similar  manner  related  to  the  conduct  of  research  and 
research  training? 


1184 


Ms.  SIMON.  The  Commission  docs  not  at  present  collaborate  with  the  National  Library 
of  Medicine  nor  with  the  NIH  regarding  the  conduct  of  research  and  research  training.  I 
have,  however,  discussed  the  work  of  the  long-range  planning  panel  on  education  of 
health  science  librarians  with  Donald  Lindbcrg,  NLM  director.  The  work  of  this  group 
may  serve  as  a  model  for  the  entire  library  and  information  profession  as  we  face  the 
fundamental  changes  instituted  by  new  information  technologies  and  the  increasing 
demand  for  information  services  from  all  aspects  of  the  user  community. 


MOVE  OF  COMMISSIONS  OFFICE 

Mr.  PORTER.  I  understand  that  you  have  completed  your  move  from  the  Logan 
Building  to  Vermont  Avenue.  Has  this  move  resulted  in  the  increased  rental  costs  that 
were  speculated  about  last  year? 

Ms.  SIMON.  The  move  has  resulted  in  increased  costs  as  expected.  The  Commission 
does  have  more  space  in  its  quarters  on  Vermont  Avenue  and  that  is  part  of  the 
increased  cost.  The  other  part  is  that  we  were  paying  below-market  rental  rates  in  the 
Logan  Building.  The  structure  did  not  meet  GSA's  standards,  so  all  Federal  agencies 
then  in  the  building  had  to  move  last  year. 


HIGH-PERFORMANCE  COMPUTING,  NATIONAL  LIBRARY  OF  MEDICINE 

Mr.  PORTER.  The  administration  is  proposing  a  large  increase  for  the  National  Library 
of  Medicine  for  the  High-Pcrformance  Computing  and  Communications  initiative.  In 
your  personal,  professional  opinion,  is  this  large  request  appropriate,  and  is  the  National 
Library  of  Medicine  an  appropriate  place  for  this  funding? 

Ms.  SIMON.  I  think  that  the  $1.2  billion  in  the  President's  1995  budget  for  the  High- 
Performance  Computing  and  Communications  Initiative  is  appropriate.  This  money 
would  be  divided  among  seven  agencies  that  arc  the  leaders  in  developing  the  National 
Information  Infrastructure:  the  departments  of  Commerce,  Defense  and  Energy; 
National  Science  Foundation,  National  Aeronautics  and  Space  Administration, 
Environmental  Protection  Agency  and  National  Institutes  of  Health.  Developing  and 
strengthening  systems  to  communicate  health  information  through  the  NIH's  National 
Library  of  Medicine  would  link  health  care  resources  of  all  kinds  to  support  research 
and  shared  care  delivery.  The  Commission  is  currently  considering  other  Federal 
programs  relating  to  libraries  in  the  networked  environment  and  will  be  communicating 
advice  related  to  these  issues  to  Congress  in  the  near  future. 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 


U.S.  NATIONAL  COMMISSION  ON  LIBRARIES 
AND  INFORMATION  SCIENCE 


Appropriation  Justification 

Fiscal  Year  1995 

Salaries  and  Expenses 


For  necessary  expenses  for  the  U.S.  National  Commission  on  Libraries  and  Information 
Science,  established  by  the  Act  of  July  20,  1970  (Public  Law  91345),  as  amended  by  the 
Act  of  August  14,  1991  (Public  Law  102-95),  $904,000. 

(Departments  of  Labor,  Health  and  Human  Services  and  Education,  and  Related 
Agencies  Appropriations  A  ct,  1 994. ) 


February  7,  1994 
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US.  NATIONAL  COMMISSION  ON  LIBRARIES  AND  INFORMATION  SCIENCE 

Salaries  and  Expenses 

1994  1995 

Budget  authority:  $904,000  Budget  authority:  $904,000 

FTE  positions:  7  FTE  positions:  7 

EXECUTIVE  SUMMARY 

The  National  Commission  on  Libraries  and  Information  Science  (NCLIS) 
enjoyed  an  eventful  year  in  1993,  administratively  and  programmatically.  The  surge  of 
the  new  Administration's  priorities  and  initiatives  included  two  major  concerns  already 
reflected  in  NCLIS  programming:  education  and  the  information  infrastructure.  In 
addition  to  public  forums  and  other  activities,  NCLIS  arranged  for  sample  surveys  of 
school  library  media  centers  and  public  libraries  to  provide  data  on  which  to  base  policy 
advice  in  the  education  and  information  infrastructure  programs  respectively. 

Continuation  of  programs  in  education  and  the  information  infrastructure, 
involvement  with  legislative  matters  such  as  the  reauthorization  of  the  Library  Services 
and  Construction  Act,  preparing  for  the  Commission's  twenty-fifth  year  in  1995, 
orientation  and  planning  with  new  and  veteran  Commissions,  and  having  a  budget  of 
$904,000  with  which  to  work  are  among  the  challenges  and  assets  in  1994  for  the 
National  Commission  on  Libraries  and  Information  Science. 

The  context  for  NCLIS  for  FY  1995  presents  one  unusual  and  one  unique 
opportunity.  The  rarity  is  the  prospect  of  so  many  new  Commissioners  having  been 
appointed  in  such  a  short  time.  Working  with  veteran  Commissioners,  they  should  bring 
new  outlooks  and  proposals  to  focus  and  strengthen  the  Commission's  programs  during 
a  year  of  unique  opportunity:  the  twenty-fifth  anniversary  of  the  Commission's 
founding. 

NCLIS  plans  to  use  these  contexts  for  maximum  benefit  to  the  content  of  the  FY 

1995  programs.  The  overarching  and  focusing  program  will  be  a  xeorientation,  re- 
vision of  the  Commission's  first  major  report,  published  in  1975,  Toward  a  National 
Program  for  Library  and  Information  Services:  Goals  for  Action.  The  new  document 
would  focus  on  policy. 

The  U.S.  National  Commission  on  Libraries  and  Information  Science  (NCLIS), 
an  independent  agency  in  the  Executive  Branch,  is  charged  in  Public  Law  91-345, 
signed  July  20,  1970,  with  the  primary  responsibility  for  developing  or  recommending 
overall  plans  for,  and  advising  the  appropriate  governments  and  agencies  on,  the 
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policies  appropriate  to  assuring  optimum  provision  of  library  and  information  services 
adequate  to  meet  the  needs  of  the  people  of  the  United  States.  The  Commission 

•  advises  the  Congress  and  the  President  on  the  implementation  of  national  policy, 

•  conducts  studies,  surveys  and  analyses  of  the  Nation's  library  and  information  needs, 

•  appraises   the  adequacies   and  deficiencies  of  current   library   and   information 
resources  and  services, 

•  develops  overall  plans  for  meeting  library  and  information  needs, 

•  promotes  research  and  development  activities,  and 

•  conducts  hearings  and  issues  publications. 

The  Commission  is  composed  of  the  Librarian  of  Congress  plus  fourteen 
Commissioners  appointed  for  five-year  terms  by  the  President,  with  the  advice  and 
consent  of  the  Senate.  The  Commission's  staff  includes  an  executive  director,  an 
associate  executive  director,  an  administrative  officer,  and  research  associates  and 
support  staff  varying  in  numbers  according  to  a  given  year's  funding  level. 

NCLIS  is  not  a  regulatory  or  operating  agency.  Its  primary  products  are  plans, 
publications  and  advice,  with  research  undertaken  in  support  of  developing  the  plans, 
publications  and  advice. 


FY  1993  PROGRAM  OBJECTIVES  AND  ACCOMPLISHMENTS 

FY  1993  was  a  year  of  change  and  anticipation  of  change.  With  the  election  of  a 
new  President  and  appointment  of  new  Administration  leaders,  the  Commission 
prepared  for  change  in  its  leadership.  As  of  mid  July  1993,  seven  of  14  Commission 
seats  were  available  for  new  appointments. 

Despite  anticipation  of  changed  leadership  and  acknowledgment  of  a  new 
Chair's  prerogative  to  chart  courses  for  the  Commission,  NCLIS  progressed  throughout 
FY  1993  with  two  major  multi-year  programmatic  initiatives:  libraries  and  education 
and  libraries  in  an  electronic,  networked  environment. 

In  addition  to  program  activity,  the  Commission  staff  planned  and  carried  out 
important  operational  matters.  As  required  by  the  General  Services  Administration,  the 
NCLIS  staff  moved  the  Commission  office  in  April  1993.  The  staff  further  developed 
its  local  area  network  of  computers  and  applications,  modernized  telephone  and  mail 
operations  and,  courtesy  of  the  U.S.  Department  of  Education,  was  connected  to  the 
Internet. 

NCLIS  was  responsible  for  editing,  publishing  and  distributing  the  596-page 
Final  Report  of  the  WHCLIS.  Information  2000:  Library  and  Information  Services  for 
the  21st  Century  was  distributed  to  over  400  individuals,  organizations  and  agencies. 
The  Government  Printing  Office  sent  the  report  to  the  1,300+  library  depositories  of 
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Federal  documents  and   is  selling  copies   of  the  report   to  other   individuals  and 
organizations. 

Following  are  FY  1993  activities  and  achievements  within  the  major  program 
areas. 


1.  POLICY,  PLANNING  AND  ADVICE 

Throughout  the  year  the  NCLIS  Commissioners  and  staff  maintained  contact 
with  various  officials  and  their  staffs  in  the  Congress  and  the  Administration  on  matters 
affecting  library  and  information  services  nationally.  With  a  new  Administration,  there 
were  many  opportunities  to  acquaint  or  reacquaint  officials  with  the  status  and  needs  of 
library  and  information  services  and  with  NCLIS'  roles  in  determining  and  assessing  the 
status  and  needs.  NCLIS  undertook  program  activities  under  access,  education  and 
technology,  summarized  below,  to  give  it  the  basis  for  advising  the  Congress  and  the 
Administration. 

The  recommendations  from  the  July  1991  White  House  Conference  on  Library 
and  Information  Services  (WHCLIS),  planned  and  carried  out  under  the  Commission's 
auspices,  were  another  source  of  advice  for  the  federal  government.  NCLIS 
commissioned  two  analyses  of  the  recommendations  from  a  public  policy  perspective  to 
help  NCLIS,  the  Administration  and  the  Congress  assess  the  pertinence  of  the 
Conference  recommendations  for  federal  initiatives  and  legislation  such  as  the  1994/95 
reauthorization  of  the  Library  Services  and  Construction  Act  (LSCA). 

Major  1993  legislation  of  concern  to  the  Commission  included: 
Communications  Competitiveness  and  Infrastructure  Modernization  Act  of  1993 
Copyright  Reform  Act  of  1993 
Copyright  Royalty  Tribunal  Reform  Act  of  1993 
Electronic  Library  Act  of  1993 

Elementary  and  Secondary  Education  Act,  reauthorization 
Elementary  and  Secondary  School  Library  Media  Act 
Goals  2000:  Educate  America  Act 
Government  Reform  and  Savings  Act  of  1993 

High  Performance  Computing  &  High  Speed  Networking  Applications  Act  of  1993 
Improving  America's  Schools  Act  of  1993 
Library  of  Congress  Fund  Act  of  1993 
National  and  Community  Service  Trust  Act  of  1993 
National  Competitiveness  Act  of  1993 
National  Information  Infrastructure  Act  of  1993 
Office  of  Educational  Research  and  Improvement  Reauthorization  Act 
Paperwork  Reduction  Act  of  1993 
Technology  for  Education  Act  of  1993 
Telecommunications  Infrastructure  Act  of  1993 
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2.  AVAILABILITY  AND  ACCESS  TO  INFORMATION 

In  1993  NCLIS  employed  its  first  Distinguished  Researcher — an  internationally 
known  professor  of  information  studies  and  a  leading  surveyor,  writer  and  adviser  on 
libraries  and  the  Internet,  government  information  and  information  policy — to  examine 
the  impacts  of  networking  on  libraries  and  information  services.  This  examination  built 
on  an  NCLIS-sponsored  open  forum  in  July  1992  on  library  and  information  services' 
roles  in  the  National  Research  and  Education  Network  (NREN)  and  on  the  report 
resulting  from  the  forum  that  NCLIS  submitted  to  the  Office  of  Science  and  Technology 
Policy  (OSTP)  in  November  1992. 

The  Library  Statistics  Program,  a  cooperative  project  with  the  National  Center 
for  Education  Statistics  (NCES),  expanded  beyond  public,  academic  and  special  library 
statistics,  to  plans  for  the  first  Federal  survey  since  1977  of  State  library  agencies. 
NCES  postponed  the  planned  survey  of  school  libraries.  Analysis  of  the  1991  public 
library  data  showed  continued  improvement  in  the  completeness  and  quality  of  data 
submissions  from  all  States  and  the  D.C.  In  December  1992  NCES  published  the  1990 
data  for  academic  libraries. 

A  September  1993  Library  and  Information  Services  Policy  Forum  identified 
new  and  emerging  needs  for  data  on  library  and  information  services  to  inform  future 
public  policy  development  and  research.  For  example,  data  are  needed  on 

•  the  impact  of  technology, 

•  library  system  and  cooperative  development, 

•  supply  of  and  demand  for  librarians  to  help  identify  requirements  for  education  and 
training, 

•  challenges  facing  urban  public  libraries,  and 

•  the  impact  of  rising  serial  prices  on  academic  and  research  libraries. 


3.  EDUCATION  SERVICES  FOR  DIVERSE  NEEDS 

Much  Commission  activity  focused  on  a  priority  recommendation  from  the  1991 
WHCLIS,  the  Omnibus  Children  and  Youth  Literacy  Initiative.  From  late  1992  through 
mid-1993  NCLIS  arranged  four  meetings  with  representatives  from  the  American 
Library  Association  (ALA),  the  Chief  Officers  of  State  Library  Agencies  (COSLA),  the 
U.S.  Department  of  Education  and  the  Council  on  Library  Resources  to  share 
information  and  plans  in  pursuit  of  the  goals  of  this  recommendation  on  children's  and 
youth  services  in  libraries.  While  the  meetings  proceeded  in  1993,  so  did  action  on 
pertinent  legislation  such  as  the  Elementary  and  Secondary  School  Library  Media  Act, 
Goals  2000  bills  on  educational  reform,  and  reauthorization  of  the  Elementary  and 
Secondary  Education  Act. 

NCLIS  also  conducted  two  open  forums  to  hear  the  views  of  interested  parties 
across  the  country  on  the  status,  needs  and  visions  for  services  to  children  and  youth  in 
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school  library  media  centers  and  public  libraries  and  possible  federal  roles  and 
responsibilities  in  providing  those  services.  The  forums  were  held  in  May  1993  at  the 
Boston  Public  Library  and  in  September  at  the  California  State  Library  in  Sacramento, 
The  third  forum  will  take  place  in  FY  1994.  The  Commission  is  publishing  the 
proceedings  of  each  forum,  which  also  serve  as  the  basis  for  NCLIS  to  advise  Congress 
and  the  Administration  in  formulating  national  programs  and  plans  related  to  children 
and  youth. 

Another  component  of  the  Commission's  programs  on  access  to  information  and 
on  libraries  and  education  was  a  cooperative  project  with  the  ALA's  Office  for  Research 
and  Statistics  and  the  American  Association  of  School  Librarians  to  collect  selected 
statistics  from  a  sample  of  school  library  media  centers.  The  most  recent  statistics  from 
the  NCES  on  school  library  media  centers  is  for  1985.  Results  of  the  next  national 
survey  are  not  expected  until  late  1995.  The  June-December  1993  NCLIS/ALA  project 
is  to  provide  current  information  for  activities  related  to  the  legislation  cited  above. 

In  FY  1993  the  Commission  printed  and  distributed  the  two-volume  report  of 
NCLIS'  study  of  library  and  information  services  to  Native  Americans.  Pathways  to 
Excellence.  Volume  I  summarizes  the  process  and  the  findings  from  the  Commission's 
activities  in  this  area  over  the  last  several  years.  Volume  II  contains  Volume  I,  plus 
appendices  of  hearing  transcripts,  a  strategic  plan,  recommendations  from  the  White 
House  Conference  on  Library  and  Information  Services,  and  other  material  related  to 
the  Commissioners'  site  visits  to  Native  American  libraries,  archives  and  tribal  colleges. 

NCLIS  distributed  Pathways  to  Excellence — over  300  copies  of  the  full  report 
and  900  copies  of  the  summary  report.  They  were  also  sent  to  the  1,300+  libraries  that 
are  depositories  for  Federal  documents.  In  addition,  the  Government  Printing  Office  is 
selling  copies  of  the  reports. 


4.  INFORMATION  NETWORKS  THROUGH  TECHNOLOGY 

The  report  on  the  July  1992  NCLlS-sponsored  forum  on  library  and  information 
services'  roles  in  the  NREN  was  completed  and  submitted  to  OSTP  in  November  1992 
and  was  cited  in  OSTP's  December  1992  required  report  to  Congress  on  the  National 
Research  and  Education  Network.  Interest  in  both  reports  was  strong.  NCLIS 
distributed  hundreds  of  copies  of  its  report  and  made  copies  of  OSTP's  report  available 
as  well. 

The  work  of  the  Commission's  Distinguished  Researcher  was  refined  and 
extended  to  include  a  survey  and  analysis  of  public  libraries  and  the  Internet.  Planning 
proceeded  in  FY  1993,  with  the  project  to  take  place  in  FY  1994. 

Commission  staff  continued  to  participate  in  the  two  highest-level  networking 
concerns  in  the  library  and  information  services  community:    Coalition  for  Networked 
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Information  (CNI)  and  Network  Advisory  Committee  (NAC),  so  that  NCLIS  benefits 
from  and  contributes  to  discussions  and,  by  participating,  adds  to  Commission's 
exposure,  visibility  and  the  credibility  of  its  activities  promoting  library  and  information 
services  in  a  networked  environment. 

In  FY  1993  NCLIS  served  as  the  secretariat  for  the  trilateral  (U.S.,  U.K., 
Canada)  Glenerin  group  concerned  with  the  changing  role  of  information  in  the 
economy.  NCLIS  supported  the  publication,  distribution  and  collection  of  comments 
from  international  information  professionals  on  the  draft  paper,  "Barriers  to  an 
Information  Resources-Based  Economy." 

The  Commission  continued  the  cooperative  project  with  the  U.S.  Department  of 
State  for  international  library  and  archive  activities  supported  with  the  department's 
International  Convention  and  Scientific  Organization  Contributions.  In  FY  1993  NCLIS 
collected  and  reviewed  proposals,  distributed  $175,000  total  funds  for  approved 
activities,  and  monitored  and  reported  to  the  Department  of  State  on  the  activities' 
progress  and  accomplishments. 


FY  1994  PROGRAM  DESCRIPTION  AND  OBJECTIVES 

FY  1994  is  bringing  the  changes  anticipated  in  FY  1993,  among  them  a  new 
Chair  and  five  Commissioners-designate(as  of  January  1994)  for  seats  vacant  as  of  July 
1993.  The  summer  of  1994  will  bring  the  terms  of  three  more  Commissioners  to  a  close 
so  that,  within  a  12-month  period,  75%  of  NCLIS  membership  could  change.  March 
1994  is  set  for  orientation  for  new  Members  and  planning  sessions  for  the  entire 
Commission  and  staff. 

Moving  the  office  was  the  major  operational  concern  for  FY  1993.  A  change  in 
the  source  for  administrative  services  for  NCLIS  will  likely  be  the  major  operational 
project  for  FY  1994.  (NCLIS  has  a  contract  for  administrative  services  and  is  looking 
for  another  contractor.)  The  Commission  will  meet  and  work  primarily  in  Washington, 
D.C.  and  strengthen  its  place,  role  and  visibility  as  a  Federal  agency. 

Programmatically,  NCLIS  will  bring  one  phase  of  its  activities  in  children's  and 
youth  library  services  to  a  close  and  will  expand  efforts  in  library  and  information 
technology.  It  will  begin  investigation  of  education  and  training  for  librarians,  will 
strengthen  and  centralize  involvement  in  reauthorization  of  LSCA,  and  will  pull 
together  the  best  teams  available  for  a  major  effort  on  Federal  policy  for  library  and 
information  services. 

Objectives  for  FY  1994  are  in  italic,  with  explanatory  and  supplemental 
information  following. 
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1.  POLICY,  PLANNING  AND  ADVICE 

Develop  and  strengthen  working  relationships  with  officials  in  the  Departments 
of  Education,  Labor  and  Commerce,  in  the  Office  of  Information  and  Regulatory  Affairs 
in  OMB,  and  in  other  agencies  as  appropriate  so  that  NCLIS  has  opportunities  for 
timely  input  in  national  policies  affecting  library  and  information  services. 

The  new  NCLIS  Chairperson  and  the  NCLIS  Executive  Director  are  meeting 
with  officials  in  these  departments  and  offices. 

Carry  out  at  least  one  short-range  and  one  long-range  analytical  and/or 
research  project,  the  subjects  of  which  w'll  have  been  selected  from  input  solicited  in 
FY  1993. 

Two  projects  were  begun  in  FY  1993  and  will  be  finished  in  FY  1994.  The  first 
was  a  cooperative  project  with  the  American  Library  Association  to  collect  selected 
statistics  from  a  sample  of  school  library  media  centers.  This  project  will  yield 
information  to  guide  advice  on  legislation  and  to  advise  the  Department  of  Education. 

The  second  project  was  a  refinement  and  extension  of  the  work  of  the  NCLIS 
Distinguished  Researcher,  to  examine  the  impacts  of  networking  on  public  libraries. 
Findings  about  the  extent  of  public  library  involvement  with  the  Internet  will  be 
analyzed  to  identify  potential  Federal  policies  on  the  public  library  role  in  the  National 
Information  Infrastructure. 

With  NCES,  co -sponsor  a  series  of  policy  forums  (involving  participants  from 
various  disciplines  including  statistics,  libraries,  information  services,  research, 
economics,  and  public  policy)  to  address  public  policy  library  data  needs  for  all  types  of 
libraries. 

Implement  plans  for  the  Commission's  involvement  in  reauthorization  of  the 
Library  Services  and  Construction  Act. 

Congress  reauthorized  LSCA  in  1989  with  no  major  changes,  stating  it  wanted 
to  wait  until  after  the  1991  WHCLIS  to  consider  substantive  changes.  Part  of  NCLIS' 
contribution  to  1994-95  reauthorization  of  LSCA  will  be  two  policy  analyses  of  the 
recommendations  from  the  White  House  Conference  on  Library  and  Information 
Services. 

Another  part  is  NCLIS'  membership  in  the  library  community's  task  force  on 
LSCA  reauthorization.  NCLIS  sponsored  a  background  briefing  on  LSCA  for 
Commissioners  and  task  force  members  in  November  1993  and  also  hosted  the  task 
force's  separate  meeting.  The  Commission  is  making  itself  available  for  future  forums, 
studies,  and  other  activities  to  aid  Congress  in  its  deliberations  regarding  LSCA. 

Review  and  respond  to  all  memoranda  from  the  Legislative  Reference  Division 
of  OMB  within  the  required  time  frames  and  comment  on  all  items  that  are  within  the 
purview  and  expertise  of  the  Commission. 


1194 


Respond  to  all  inquiries  from  Congress  on  legislation  related  to  library  and 
information  services  and  take  the  initiative  to  offer  comments  when  appropriate. 


2.  AVAILABILITY  AND  ACCESS  TO  INFORMATION 

Continue  the  projects  on  public  policy  issues  related  to  networking  and  the 
national  information  infrastructure.  See  that  results  of  projects  are  documented, 
disseminated  and  used  to  help  governments  at  all  levels  meet  challenges  of  library  and 
information  services  in  a  networked  environment. 

In  March  1994  the  NCLIS  Distinguished  Researcher  will  present  preliminary 
findings  on  public  libraries  and  the  Internet  at  the  national  Public  Library  Association 
conference.  That  preliminary  report  will  be  followed  by  a  formal  document,  to  be 
widely  distributed,  plus  policy  analyses  and  recommendations  to  the  Commission  for 
further  activity. 

Fulfill  the  terms  of  the  MOU,  negotiated  in  FY  1993,  with  the  National  Center 
for  Education  Statistics  to  operate  the  Library  Statistics  Program  (LSP)  . 

In  FY  1994  all  the  previous  components  of  the  LSP  will  continue  and  will  be 
strengthened.  A  new  component  will  be  adding  the  five  Territories  of  the  U.S.  to  the 
States'  data  collected  for  public  libraries.  The  State  library  agencies  will  also  be 
surveyed. 

Negotiate  an  MOU  with  the  National  Center  for  Education  Statistics  to  continue 
the  Library  Statistics  Program  in  FY  1995. 


3.  EDUCATION  SERVICES  FOR  DIVERSE  NEEDS 

Conclude  the  series  of  regional  forums  titled  "Children  and  Youth  Services: 
Redefining  the  Federal  Role."  Summarize  findings  from  the  forums  and  prepare 
recommendations  on  the  subject.  Submit  the  findings  and  recommendations  to  the 
Congress  and  the  Administration. 

The  report  of  the  second  forum  was  published  in  January  1994.  The  third  forum 
was  held  in  Des  Moines,  Iowa,  in  December  1993.  Publication  of  the  report  on  that 
event  is  set  for  February  1994. 

Incorporate  the  work  of  the  preceding  objective  into  comments  or  suggestions 
NCLIS  makes  on  ESEA  or  other  legislation  pertaining  to  education  and  libraries. 

Continue  to  meet  with  top-level  and  policy  officials  at  the  U.S.  Department  of 
Education,  others  in  the  education  community,  and  other  departments  with  education  -, 
information -related  concerns,  to  stress  libraries'  roles  in  education  and  training  and  to 
seek  libraries'  inclusion  in  Federally  sponsored  programs  for  education  and  training. 
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Consult  with  the  House  Appropriations  Committee,  the  Department  of 
Education,  library  schools,  researchers,  continuing  education  specialists,  the 
Association  of  Library  and  Information  Science  Education  and  others,  to  determine  if 
further  exploration  of  library  education  is  required.  If  so,  proceed  with  the  exploration 
to  satisfy  the  needs  identified  by  NCLIS  and  the  other  aforementioned  parties. 


4.  INFORMATION  NETWORKS  THROUGH  TECHNOLOGY 

See  that  some  of  the  major  issues  surrounding  information  in  a  networked 
environment,  and  particularly  those  under  investigation  by  NCLIS  and  others  -  i.e., 
protection  of  intellectual  ownership,  copyright,  and  user  fees  -  begin  to  be  resolved  at 
the  Federal  level  by  policy — legislation,  regulation  and/or  other  appropriate  avenues  - 
-as  the  National  Information  Infrastructure  continues  to  take  shape. 

Continue  active  participation  in  the  Network  Advisory  Committee  for  the  joint 
studies  and  benefits  cited  under  FY  1993  objectives. 

Carry  out  activities  for  and  with  the  trilateral  Glenerin  group  as  proposed  and 
agreed  to  in  FY  1993,  including  a  possible  full  conference,  hosted  by  NCLIS,  of  the 
U.S.,  U.K.  and  Canada  and  other  countries  as  agreed  to  by  the  group's  original  three 
countries. 

Continue  the  cooperative  project  with  the  U.S.  Department  of  State  for 
international  library  and  archive  activities  supported  with  the  department's 
International  Convention  and  Scientific  Organization  Contributions  (ICSOC).  Collect 
and  review  proposals,  distribute  funds  for  approved  activities,  and  monitor  and  report 
to  the  Department  of  State  on  the  activities'  progress  and  accomplishments. 

In  cooperation  with  the  Department  of  State,  host  meetings  for  the  recipients  of 
ICSOC  contributions  to  plan  for  what  changes  those  organizations  may  experience 
when  the  United  States  rejoins  UNESCO. 


FY  1995  PROGRAM  DESCRIPTION  AND  OBJECTIVES 

As  noted  above,  NCLIS  has  unusual  opportunity  in  FY  1995  to  make  an  impact 
on  matters  affecting  library  and  information  services  nationally.  There  is  a  convergence 
of  external  opportunities  as  well,  notably  the  development  of  the  National  Information 
Infrastructure,  education  reform,  and  reauthorization  of  important  library-related 
legislation  like  the  Library  Services  and  Construction  Act. 

The  NCLIS  Executive  Director's  January  21,  1993,  report  to  the  Commission 
contained  guidelines  that  form  the  backdrop  of  the  proposed  FY  1995  program  for 


1196 


NCLIS:    "The  following  assumptions  should  guide  the  Commission's  consideration  of 
the  issues  and  topics  of  concern  to  the  library  and  information  services  community: 

•  The  Commission  should  concentrate  attention  on  those  few  emerging  issues  that  will 
generate  fundamental  change. 

•  The  Commission  should  concentrate  on  problem  areas  that  are  consistent  with 
NCLIS  statutory  functions.  Future  investment  of  NCLIS  program  resources  should 
extend  those  existing  statistical,  analytical,  and  research  efforts  that  are  required  to 
provide  a  basis  for  national  library  and  information  services  policies  in  the  next 
decade. 

•  The  Commission  should  identify  niche  program  area  opportunities  that  require 
NCLIS  leadership  and  that  are  not  adequately  addressed  by  agencies,  associations, 
and  other  library  and  information  services  groups. 

•  Those  major  events  or  trends  that  are  likely  to  dominate  the  national  public  policy 
agenda  of  the  next  decade  should  guide  NCLIS'  concentration  on  issue  areas.  These 
events/trends  might  include:  global  information  service  changes,  political/economic 
trends,  technological  changes  in  information  creation,  distribution,  and  consumption, 
national  reform  of  health  care,  education  systems,  etc." 

One  of  the  key  words  in  this  excerpt  from  the  Executive  Director's  report  is 
policies.  Having  sought  in  1994  to  strengthen  its  Federal  presence,  the  Commission  can 
use  the  vantage  point  and  visibility  of  that  presence  to  focus  in  1995  on  the  national 
policy  issues  for  library  and  information  services  with  which  it  is  uniquely  authorized 
by  law  to  deal. 

NCLIS  must  channel  the  efforts  of  Commissioners,  staff,  consultants,  detailees, 
task  forces,  committees,  and  other  advisors  and  colleagues  into  the  crafting  of  a  new 
work  to  replace  its  1975  document,  Toward  a  National  Program  for  Library  and 
Information  Services:  Goals  for  Action.  Nowhere  else  in  the  Federal  government  is 
coherent,  comprehensive,  national  policy  work  being  done  for  library  and  information 
services.  It  is  the  statutory  responsibility  of  the  National  Commission  on  Libraries  and 
Information  Science  to  undertake  this  policy  work. 

The  program  areas  for  FY  1995  are  the  same  as  those  described  above  for  FY 
1993  and  FY  1994.  Questions  are  posed  under  each  program  area  below  for  FY  1995, 
questions  which  must  be  addressed  in  terms  of  Federal  responsibility  or  lack  thereof,  in 
order  to  compose  the  new  national  policy  document  for  library  and  information  services. 

Each  area  of  questions  will  need  to  be  dealt  with  by  a  team  of  Commissioners, 
an  NCLIS  program  officer,  and  consultants,  task  forces  and  committees  as  determined 
by  the  Commissioners  leading  each  team.  These  questions  are  adapted  from  the  NCLIS 
Executive  Director's  January  21,  1993,  report  to  the  Commission  and  are  arranged 
below  under  the  proposed  program  headings  for  FY  1995. 

Objectives  for  ongoing  Commission  projects,  programs  and  emphases  are  shown 
in  italics  below.    They  will  complement  and  in  some  cases  be  incorporated  into  the 
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special  1995  emphasis  on  a  new  national  policy  document  for  library  and  information 
services. 


1.  POLICY,  PLANNING  AND  ADVICE 

a.  Changing  roles  of  information  in  society  require  an  examination  of  the  economics 
and  value  of  knowledge  transfer  activities.  What  new  understanding  about  information 
relationships  is  required  for  new  information  infrastructures  and  what  Federal  policies 
are  needed  to  foster  future  success? 

b.  How  should  the  Federal  government  formulate  policies,  and  what  might  those 
policies  be,  for  issues  arising  from  the  convergence  of  the  regulated  telecommunication 
common  carriers,  the  cable  industries,  the  digital  network  communication  service 
providers,  the  information  systems  industry,  and  those  Federal  agencies  with  direct 
involvement? 

Develop  and  strengthen  working  relationships  with  officials  in  the  Departments 
of  Education,  Labor  and  Commerce,  in  the  Office  of  Information  and  Regulatory  Affairs 
in  OMB,  and  in  other  agencies  as  appropriate  so  that  NCLIS  has  opportunities  for 
timely  input  in  national  policies  affecting  library  and  information  services. 

Carry  out  at  least  one  short-range  and  one  long-range  analytical  and/or 
research  project,  the  subjects  of  which  will  have  been  selected  from  input  solicited  in 
FY  1994. 

Review  and  respond  to  all  memoranda  from  the  Legislative  Reference  Division 
of  OMB  within  the  required  time  frames  and  comment  on  all  items  that  are  within  the 
purview  and  expertise  of  the  Commission. 

Respond  to  all  inquiries  from  Congress  on  legislation  related  to  library  and 
information  services  and  take  the  initiative  to  offer  information  and  comments  when 
appropriate. 


2.  AVAILABILITY  AND  ACCESS  TO  INFORMATION 

a.  What  is  the  current  economic  status  of  library  and  information  service  institutions? 
What  changes  are  occurring  and  what  should  be  done  to  address  near-term  and  longer- 
term  economic  changes?  (e.g.,  serial  price  increases,  declining  library  budget  support, 
etc.)  What  alternative  price/cost  structures  are  possible  for  market  exchanges  involving 
information  creation,  access,  and  dissemination? 

b.  What  does  it  mean  to  distinguish  between  the  information  rich  and  the  information 
poor,  and  what  action  should  be  taken  based  on  this  meaning? 

c.  How  should  libraries  respond  to:  diminishing  distinctions  between  various  types  of 
libraries;  changes  in  the  distinctions  between  the  public  and  private  sector  roles; 
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changes  in  the  roles  and  functions  of  information  creators,  intermediaries,  and  users; 
changes  in  the  forms  and  representations  of  knowledge  products/objects/artifacts, 
d.  What  programs  are  needed  to  enhance  the  availability  and  access  to  information? 

Fulfill  the  terms  of  the  MOU,  negotiated  in  FY  1994,  with  the  National  Center 
for  Education  Statistics  to  operate  the  Library  Statistics  Program. 

Negotiate  an  MOU  with  the  National  Center  for  Education  Statistics  to  continue 
the  Library  Statistics  Program  in  FY  1996. 


3.  EDUCATION  SERVICES  FOR  DIVERSE  NEEDS 

a.  What  impact  is  change  having  on  the  role  of  libraries  and  information  in  support  of 
education/teaching/learning,  as  well  as  the  conduct  of  research? 

b.  What  education  and  training  requirements  are  called  for  by  the  changing  patterns  of 
library  and  information  services? 

c.  What  programs  are  needed  to  enhance  the  effectiveness  of  libraries  in  educational 
institutions,  especially  for  those  programs  which  concentrate  on  the  role  of  libraries  in 
efforts  to  achieve  the  National  Education  Goals? 

Continue  to  meet  with  top-level  and  policy  officials  at  the  U.S.  Department  of 
Education,  others  in  the  education  community,  and  other  departments  with  education  -, 
information- related  concerns,  to  stress  libraries'  roles  in  education  and  training  and  to 
seek  libraries'  inclusion  in  Federally  sponsored  programs  for  education  and  training. 


4.  INFORMATION  NETWORKS  THROUGH  TECHNOLOGY 

What  is  the  impact  of  technology  on  the  transfer  of  information  and  the  relationships 
between  individuals  and  institutions?  What  impact  will  changes  in  information  use  and 
changes  in  interactions  between  audiences  and  information  resources  have  on  libraries, 
especially  as  digital  interactive  multimedia  services  become  increasingly  available  to 
the  public? 

Continue  to  participate  in  the  Coalition  for  Networked  Information  and  the 
Network  Advisory  Committee  for  the  joint  studies  and  benefits  already  cited. 

Seek  new  roles  if  needed  to  continue  to  aid  the  State  Department  in  supporting 
international  library  and  archive  activities.   Carry  out  those  roles. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION  (in  thousands) 

FY  1993  FY  1994  FY  1995 


APPROPRIATION 

Annual  889  904  904 

REAL  TRANSFERS  FROM 

National  Center  for  Education  Statistics    364  325  * 

Department  of  State  175 


*  » 


TOTAL  ADJUSTED  BUDGET 

AUTHORITY  1,428  1,229  904 


•Programs  supported  by  these  funds  are  expected  to  continue,  but  specific  amounts  are 
not  known  at  this  time. 


BUDGET  AUTHORITY  AND  OUTLAYS  (in  thousands) 


Estimated    Request     Change 
FY  1993    FY  1994    FY  1995    94  to  95 


BUDGET 

AUTHORITY 

(appropriations  only) 

889 

OUTLAYS 

from  annual 

appropriations 

733 

OUTLAYS,  GROSS 

1,272 

FTE  Personnel 

6 

904  904  0 

954  904  -50 

954  904  -50 

7  7  0 
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BUDGET  AUTHORITY  BY  OBJECT  CLASS  (in  thousands) 


Estimated 

Change 

FY  1993 

FY  1994 

FY  1995 

94  to  95 

Full-time  permanent 

319 

350 

366 

16 

Other  than  full-time  perm. 

56 

92 

93 

1 

Benefits 

65 

87 

96 

9 

SUBTOTAL,  PAY 

440 

529 

555 

26 

Travel 

90 

77 

75 

-2 

Rent 

83 

119 

122 

3 

Comm.,  utilities,  misc. 

21 

40 

40 

0 

Printing,  reproduction 

11 

20 

15 

-5 

Consulting  services 

22 

42 

22 

-20 

Other  services 

188 

56 

55 

-  1 

Supplies  and  materials 

10 

21 

20 

-  1 

Equipment 

14 

0 

0 

0 

SUBTOTAL,  NON-PAY 

439 

375 

349 

-26 

SUBTOTAL,  DIRECT 

OBLIGATIONS  879                  904                  904 

REIMBURSABLE 

OBLIGATIONS  539                  325 

TOTAL  OBLIGATIONS  1,418               1,229                  904 

LAPSED  BALANCE  10 
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SUMMARY  OF  CHANGES  FROM  FY  1994  TO  FY  1995 


Full-Time  Permanent  Salaries  -  In  fiscal  years  1992  and  1993  the  Commission  had  five 
full-time  permanent  positions.  The  plans  in  1993  to  fill  two  vacant  positions — research 
associate  and  assistant  to  the  director — were  not  carried  out  because  funds  were 
required  to  pay  increased  rent  and  travel  and  because  consultants  were  retained  for 
short-term  projects.  The  special  assistant  position  is  shown  as  filled  for  part  of  FY 
1994. 

Other  than  Full-Time  Permanent  Salaries  -One  position  is  reserved  to  pay 
Commissioners'  salaries  when  they  are  conducting  official  NCLIS  business.  There  is  no 
substantial  change  projected  from  FY  1994  to  FY  1995. 

Civilian  Personnel  Benefits  -  In  FY  1993  staff  benefits  averaged  about  20%; 
Commissioners'  benefits,  about  12%.  Based  on  the  Department  of  Education's  advice  to 
increase  benefits  1%  a  year,  the  FY  1995  rates  are  figured  at  22%  for  staff  and  14%  for 
Commissioners. 

Travel  -  This  object  class  is  about  the  same  for  FY  1994  and  FY  1995.  With  careful 
planning  NCLIS  may  be  able  to  continue  to  conduct  four  quarterly  meetings  of  the  full 
Commission  and  committee  meetings  as  needed,  plus  having  Commissioners  and  staff 
represent  NCLIS  at  various  professional  and  governmental  events  ranging  from 
congressional  hearings  to  meetings  of  the  Coalition  on  Networked  Information  and  the 
National  Coalition  for  Literacy. 

Rent  -  All  Federal  agencies  in  the  Logan  Building  on  18th  Street,  N.W.,  had  to  move  by 
the  end  of  April  1993.  GSA  located  space  for  several  of  the  building's  tenants, 
including  NCLIS,  at  1110  Vermont  Ave.,  N.W.  Logan  Building  tenants  had  been 
paying  below-market  rates  for  rent  (for  NCLIS,  $21/sq.  ft.  in  FY  1992).  therefore,  a 
higher  square-foot  cost  and  more  space  meant  a  much  higher  rent  bill  than  in  recent 
years  for  NCLIS.  The  inflation  factor  of  2.6%  is  applied  to  the  FY  1994  rent  to  estimate 
the  rent  for  FY  1995. 

Communications,  Utilities  -  No  overall  change  is  projected. 

Printing,  Reproduction  -  This  object  class  will  cover  notices  of  meetings  in  the  Federal 
Register,  the  annual  report,  and  production  of  a  major  policy  document  to  mark  the 
Commission's  twenty-fifth  year  and  to  replace  the  NCLIS  document  from  twenty  years 
ago,  Toward  a  National  Program  for  Library  and  Information  Services. 

Consulting  Services  -  With  such  a  small  permanent  staff,  NCLIS  will  continue  to  need- 
-particularly  to  put  together  a  major  policy  document — short-term,  high-level 
technical  experts,  so  a  line  item  cost  is  still  projected. 
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Other  Services  -  About  $40,000  is  projected  for  the  contract  with  an  outside  agency  for 
administrative  and  fiscal  services.  The  balance  of  $15,000  in  this  line  item  will  cover 
memberships  (e.g.,  National  Information  Standards  Organization),  staff  training, 
equipment  maintenance  and  repair,  and  software  and  hardware  maintenance. 

Supplies  and  Materials  -  Approximately  the  current  level  is  projected  for  office 
supplies  and  for  books  and  periodicals  in  library  and  information  science. 

Equipment  -  The  Commission  does  not  expect  to  purchase  any  equipment. 
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APPROPRIATIONS  HISTORY  (in  thousands) 


To  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

Supp. 

200 

not 

200 

200 

1972 

considered 

1973 

406 

406 

406 

406 

1974 

406 

406 

406 

406 

1975 

502 

409 

409 

409 

1976 

502 

409 

468 

468 

1977 

517 

517 

493 

493 

Supp. 

15 

1977 

1978 

607 

598 

598 

598 

1979 

683 

660 

683 

660 

1980 

668 

668 

668 

668 

Pay  Supp 

18 

1980 

1981 

691 

691 

691 

691 

1982 

750 

702 

702 

674 

1983 

674 

674 

674 

1984 

553 

553 

674 

674 

1985 

690 

690 

720 

720 

1986 

690 

690 

660 

Sequester 

-30 

1986 

1987 

690 

660 

690 

660 

Pay  Supp. 

23 

1987 

1988 

791 

750 

791 

718 

1989 

755 

750 

750 

741 

1990 

770 

750 

770 

750 

1991 

777 

750 

750 

732 

1992 

911 

750 

911 

831 

1993 

1,000 

590 

982 

889 

1994 

904 

904 

904 

904 

1995 

904 
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STAFFING  HISTORY 


Fiscal  Year 

Ful 

1984 

9.5 

1985 

11 

1986 

11 

1987 

9 

1988 

9 

1989 

10 

1990 

9.5 

1991 

6.5 

1992 

5 

1993 

5 

1994 

7 

1995 

7 

Full-Time  Equivalent  Positions 


One  FTE  position  is  reserved  for  Commissioners'  salaries. 


FY  1994  current  consultants  Proposed  FY  1995  consultants 

Special  assistant  to  director  Network  consultant 

Research  consultant 
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FY  1993  MEMBERS  OF  THE 
U.S.  NATIONAL  COMMISSION  ON  LIBRARIES  AND  INFORMATION  SCIENCE 


Term  Profession 

Expiration 


Compensation 
for  FY  1993 


J.  Michael  Farrell, 
NCLIS  Chairman 
Washington,  D.C. 


1992 


attorney  at  law  $  7,201 


Elinor  H.  Swaim 
NCLIS  Vice  Chairman 
Salisbury,  NC 


1994 


$  7,854 


Shirley  Adamovich 
Durham,  NH 


1996 


librarian 


$  7,944 


Daniel  W.  Casey 
Syracuse,  NY 


1994 


communications  $  3,376 


Carol  K.  DiPrete 
Providence,  RI 


1996 


librarian 


$  3,826 


Wanda  L.  Forbes 
Columbia,  SC 


1993 


librarian 


$  6,976 


Norman  Kelinson 
Bettendorf,  IA 


1995 


financial  services        $  1,800 


Ben-Chieh  Liu 
Lisle,  IL 


1993 


professor,  mgt.  &       $  4,523 
information  science 


James  E.  Lyons,  Jr. 
Washington,  D.C. 


resigned  publisher 

in  Jan.  93 


$  0 


Jerald  C.  Newman 
North  Woodmere,  NY 


1992 


financial  services        $  2,700 


Charles  E.  Reid 
Fort  Lee,  NJ 


1993 


real  estate 
developer 


$  1,350 


Kay  W.  Riddle 
Northglenn,  CO 


1995 


$  3,758 
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Barbara  J.  H.  Taylor  1995 

Germantown,  MD 

Julia  Li  Wu  1992 

Los  Angeles,  CA 


librarian 


James  H.  Billington    permanent  member     Librarian 
Washington,  D.C.  of  Congress 


$  1,350 
$  1,350 
n/a 


Winston  Tabb 


represents 
Dr.  Billington 


Assoc.  Librarian  for    n/a 
Coll.  Services 


NOTES: 

Terms  expire  on  July  19  of  the  years  listed  above. 

P.L.  102-95,  SEC.  5.  (2):  ". .  .the  term  of  office  of  any  member  of  the 
Commission  shall  continue  until  the  earlier  of  (A)  the  date  on  which  the  member's 
successor  has  been  appointed  by  the  President;  or  (B)  July  19  of  the  year  succeeding  the 
year  in  which  the  member's  appointed  term  of  office  shall  expire." 

The  President  nominated  Jeanne  Hurley  Simon  of  Illinois  to  membership  on  the 
Commission  on  November  16,  1993.  Following  Senate  confirmation,  on  November  22 
the  President  named  Mrs.  Simon  Chairperson  of  the  Commission.  She  replaced  J. 
Michael  Farrell. 

At  the  end  of  the  first  session  of  the  103rd  Congress,  the  following  nominees  to 
the  Commission  were  pending  in  the  Senate: 

Martha  B.  Gould,  Nevada,  replacing  Julia  Li  Wu 
Frank  J.  Lucchino,  Pennsylvania,  replacing  Charles  E.  Reid 
Bobby  L.  Roberts,  Arkansas,  replacing  Wanda  L.  Forbes 
Gary  N.  Sudduth,  Minnesota,  replacing  Jerald  C.  Newman 

On  February  2,  1994,  President  Clinton  nominated  Robert  S.  Willard  to  the  seat 
vacated  by  James  E.  Lyons. 
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NCLIS  ORGANIZATION  CHART 


Commissioners 


Executive  Director    I 


Ass 

ociate 

Assi 

stant 

Executive 

to  the 

Director 

Director 

Research 
Associate(s) 


Administrative 
Officer 


Secretary 
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MEETINGS 


FY  1994 


Nov.  8-9,  1993 
Washington,  D.C. 


Meeting  of  the  Commission  in  committee  and  plenary  sessions. 
Major  agenda  items  were  FY  1994  plans  for  the  NCLIS 
committees  (Administration,  Education,  Information  Technology, 
and  International). 


Nov.  10,  1993 
Washington,  D.C. 


NCLIS-sponsored  briefing  on  background  to  the  upcoming 
reauthorization  of  the  Library  Services  and  Construction  Act. 
Briefing  done  for  Commissioners  and  for  reauthorization  task 
force,  made  up  of  representatives  from  library  associations. 


Dec.  1-2,  1993 
Des  Moines,  IA 


Third  NCLIS-sponsored  public  forum  on  the  changing  role  of  the 
Federal  government  in  support  of  library  and  information  services 
and  literacy  programs  for  children  and  young  people.  The  first 
forum,  for  the  Northeast,  was  in  Boston  in  May  1993.  The 
second,  for  the  West,  was  in  Sacramento  in  September  1993.  The 
third  focused  on  the  Midwest. 


December  1993 
and  ongoing 
Washington,  D.C. 


Appointments  of  NCLIS  Chairperson  and  Executive  Director  with 
officials  in  executive  and  legislative  branches  of  Federal 
government  and  in  library  and  information  associations  to  discuss 
mutual  concerns,  primarily  libraries  and  education  and  the 
National  Information  Infrastructure. 


March  22-24,  1994 
Atlanta,  GA 


Meeting  of  full  Commission  for  orientation,  planning  and  review 
of  activities.  Meeting  will  be  in  conjunction  with  national 
conference  of  Public  Library  Association,  at  which  NCLIS  will 
host  a  session  on  its  sponsorship  of  study  of  public  libraries  and 
the  Internet. 


June  9-10,  1994  Tentative  dates  for  quarterly  meeting  of  full  Commission. 

Washington,  D.C. 

September  8-9,  1994  Tentative  dates  for  quarterly  meeting  of  full  Commission. 
Washington,  D.C. 
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MEETINGS 


FY  1995 


The  full  Commission  will  meet  quarterly. 


NCLIS  committees  will  meet — separately  and/or  in  conjunction  with  meetings  of  the 
full  Commission — to  proceed  with  their  activities,  as  agreed  to  by  the  full  Commission. 


The  full  Commission  and/or  NCLIS  committees  will  host  at  least  two  public  events  such 
as  forums  and/or  at  last  two  special-purpose  meetings,  for  which  high-priority  topics 
include: 

•  future  Federal  roles  in  support  of  libraries  and  information  services — e.g.,  the 
functions  of  the  Library  Services  and  Construction  Act; 

•  libraries  in  support  of  education,  literacy  and  lifelong  learning; 

•  library  and  information  services  in  the  National  Information  Infrastructure. 


23 


Friday,  March  18,  1994. 

FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW 

COMMISSION 

WITNESSES 

ARLENE  HOLEN,  CHAIRMAN,  FEDERAL  MINE  SAFETY  AND  HEALTH 
REVIEW  COMMISSION 

RICHARD  L.  BAKER,  EXECUTIVE  DIRECTOR 

L.  JOSEPH  FERRARA,  GENERAL  COUNSEL 

PAUL  MERLIN,  CHIEF  ADMINISTRATD7E  LAW  JUDGE 

Ms.  PELOSI  [presiding].  Our  next  witnesses  will  be  representing 
the  Federal  Mine  Safety  and  Health  Review  Commission.  The  wit- 
ness is  Chairman  Arlene  Holen  and  other  agency  representatives, 
Mr.  Richard  Baker,  Mr.  L.  Joseph  Ferrara,  and  Mr.  Paul  Merlin. 

Welcome  to  all  of  you. 

Ms.  HOLEN.  Thank  you.  Thank  you  very  much. 

Ms.  Pelosi.  Your  full  statement  will  be  entered  into  the  record. 
Please  proceed. 

Opening  Statement 

Ms.  Holen.  Thank  you.  I  will  briefly  highlight  our  statement. 

Madam  Chairperson.  It  is  a  pleasure  to  appear  before  this  com- 
mittee and  to  discuss  with  you  the  Federal  Mine  Safety  and  Health 
Review  Commission's  fiscal  year  1995  budget  request,  the  agency's 
accomplishments  and  its  ongoing  activities. 

The  Federal  Mine  Safety  and  Health  Review  Commission  is  an 
independent  adjudicative  agency  that  provides  administrative  trial 
and  appellate  review  of  legal  disputes  arising  under  the  Federal 
Mine  Safety  and  Health  Act  of  1977.  Most  cases  deal  with  civil 
penalties  assessed  by  the  Department  of  Labor's  Mine  Safety  and 
Health  Administration  against  mine  operators  and  address  wheth- 
er the  alleged  violations  occurred  as  well  as  the  appropriateness  of 
proposed  penalties. 

The  Commission's  administrative  law  judges  decide  cases  at  the 
trial  level.  The  five-member  Commission  provides  administrative 
appellate  review.  The  Commission  reviews  decisions  made  by  its 
administrative  law  judges,  rules  on  petitions  for  discretionary  re- 
view, and  may  direct  review  on  its  own  initiative  of  cases  that  may 
be  contrary  to  law  or  policy  or  that  present  novel  questions  of  pol- 
icy. 

An  administrative  law  judge's  decision  that  is  not  directed  for  re- 
view becomes  a  final  nonprecedential  order  of  the  Commission.  The 
Commission's  decisions  are  precedential  and  many  involve  issues  of 
first  impression  under  the  Mine  Act.  Appeals  from  the  Commis- 
sion's decisions  are  to  the  United  States  Courts  of  Appeals. 
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Currently  the  Commission  has  three  members.  The  term  of  one 
of  these  members  expires  on  August  30,  1994.  A  nominee  for  Com- 
missioner is  pending  now  before  the  Senate  Labor  and  Human  Re- 
sources Committee  and  action  is  expected  shortly.  We  also  expect 
that  the  other  Commissioner  positions  will  be  filled  prior  to  the  end 
of  this  fiscal  year.  No  Commissioner  positions  are  anticipated  to  be 
vacant  during  fiscal  year  1995. 

I  would  like  to  add  that,  in  contrast  to  the  other  agencies  you 
heard  here,  today,  the  Commissioners  at  the  Mine  Safety  Commis- 
sion serve  six-year  fixed  terms  and  do  not  serve  beyond  the  expira- 
tion of  those  terms  unless  they  are  formally  nominated  and  recon- 
firmed. 

Ms.  PELOSI.  That  is  different.  Thank  you. 

Ms.  Holen.  For  fiscal  year  1995,  we  are  requesting  an  essen- 
tially straightline  budget  of  $6,237,000  to  support  60  FTEs.  The  ad- 
ditional funding  request  of  $395,000  is  necessary  to  provide  for 
added  payroll  costs  attributable  mainly  to  the  1994  locality  pay  ad- 
justment and  to  the  anticipated  January  1995  pay  increase. 

The  Commission  projects  a  constant  work  load  for  the  three 
years  covered  by  this  budget  request.  A  total  of  4,266  new  cases 
was  received  at  the  trial  level  for  ALJ  consideration  in  fiscal  year 
1993  and  4,250  are  anticipated  for  fiscal  year  1994  and  fiscal  year 
1995. 

Fiscal  year  1993  was  the  first  year  since  fiscal  year  1987  that  the 
Commission's  administrative  law  judges  disposed  of  more  cases 
than  they  received. 

In  fiscal  year  1993,  the  ALJs  disposed  of  4,940  cases  and  antici- 
pate disposing  of  5,450  cases  in  each  of  the  fiscal  year  1994  and 
fiscal  year  1995. 

At  the  Commission  review  level,  we  expect  to  receive  83  cases  in 
both  fiscal  year  1994  and  fiscal  year  1995  for  appellate  consider- 
ation. Dispositions  are  expected  to  total  73  in  fiscal  year  1994  and 
75  in  fiscal  year  1995.  In  fiscal  year  1993,  the  Commission  received 
80  cases  for  review. 

The  Commission  issued  74  substantive  decisions  and  we  denied 
14  petitions  for  review,  for  a  total  case  disposition  of  88.  The  aver- 
age age  of  the  74  decisions  was  7.1  months.  The  average  age  of  the 
47  cases  pending  decision  at  the  beginning  of  fiscal  year  1994  was 
4.7  months. 

Thank  you  for  the  opportunity  to  present  this  summary.  I  would 
be  pleased  to  respond  to  any  questions  you  may  have  both  now  or 
in  writing. 

[The  prepared  statement  and  biography  of  Chairman  Holen  fol- 
low:] 
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COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  OH  LABOR,  HEALTH  AND  HUMAN  SERVICES,  AND 

EDUCATION,  AND  RELATED  AGENCIES 

STATEMENT  OF 
ARLENE  HOLEN,  CHAIRMAN 

FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
March  18,  1994 


Mr.  Chairman  and  Members  of  the  Committee: 

It  is  a  pleasure  to  appear  before  this  Committee  and  to 
discuss  with  you  the  Federal  Mine  Safety  and  Health  Review 
Commission's  FY  1995  Budget  request,  its  accomplishments,  and 
ongoing  activities. 

The  Federal  Mine  Safety  and  Health  Review  Commission  is  an 
independent,  adjudicative  agency  that  provides  administrative 
trial  and  appellate  review  of  legal  disputes  arising  under  the 
Federal  Mine  Safety  and  Health  Act  of  1977.   Most  cases  deal  with 
civil  penalties  assessed  by  the  Department  of  Labor's  Mine  Safety 
and  Health  Administration  (MSHA)  against  mine  operators  and 
address  whether  the  alleged  violations  occurred  as  well  as  the 
appropriateness  of  proposed  penalties.   Other  types  of  cases 
address  closure  orders,  miners'  complaints  of  safety-related 
discrimination  and  miners'  requests  for  compensation  after  having 
been  idled  by  a  mine  closure  order. 

The  Commission's  administrative  law  judges  (ALJs)  decide 
cases  at  the  trial  level.   The  five-member  Commission  provides 
administrative  appellate  review.   The  Commission  reviews 
decisions  made  by  its  administrative  law  judges,  rules  on 
petitions  for  discretionary  review,  and  may  direct  review  on  its 
own  initiative  cases  that  may  be  contrary  to  law  or  policy  or 
that  present  novel  questions  of  policy.   An  administrative  law 
judge's  decision  that  is  not  directed  for  review  becomes  a  final, 
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non-precedential  order  of  the  Commission.   The  Commission's 
decisions  are  precedential  and  many  involve  issues  of  first 
impression  under  the  Mine  Act.   Appeals  from  the  Commission's 
decisions  are  to  the  U.S.  Courts  of  Appeals. 

Currently,  the  Commission  has  three  members;  the  term  of  one 
of  these  members  expires  on  August  30,  1994.   A  nominee  for 
Commissioner  is  pending  before  the  Senate  Labor  and  Human 
Resources  Committee  and  action  is  expected  shortly.   We  also 
expect  that  the  other  Commissioner  positions  will  be  filled  prior 
to  the  end  of  this  fiscal  year.   No  Commissioner  positions  are 
anticipated  to  be  vacant  during  FY  1995. 

For  FY  1995  we  are  requesting  an  essentially  straightline 
budget  of  $6,237,000  to  support  60  FTE.   The  additional  funding 
request  of  $395,000  is  necessary  to  provide  for  added  payroll 
costs  attributable  mainly  to  the  1994  locality  pay  adjustment  and 
to  the  anticipated  January  1995  pay  increase. 

The  Commission  projects  a  constant  workload  for  the  three 
years  covered  by  this  budget  request.   A  total  of  4,266  new  cases 
were  received  at  the  trial  level  for  ALJ  consideration  in  FY  1993 
and  4,250  are  anticipated  for  FY  1994  and  FY  1995.   Fiscal  year 
1993  was  the  first  year  since  FY  1987  that  the  Commission's  ALJs 
disposed  of  more  cases  than  they  received.   In  FY  1993  the  ALJs 
disposed  of  4,940  cases  and  anticipate  disposing  of  5,450  cases 
in  both  FY  1994  and  FY  1995.   The  increases  are  attributable 
mainly  to  two  factors:   (1)  Congressional  approval  and  funding 
for  four  additional  administrative  law  judges  and  continued 
support  from  this  Committee  and  (2)  continuing  increased 
productivity,  partly  due  to  adoption  of  trial  techniques  such  as 
calendar  calls,  which  expedite  the  settlement  process.   The  large 
number  of  cases  submitted  for  settlement  approval  is  expected  to 
continue  during  fiscal  years  1994  and  1995. 
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Last  year  we  discussed  before  this  Committee  the  status  of 
the  master  docket  of  dust  cases.   The  dust  cases  arose  when  mine 
operators  contested  before  the  Commission  more  than  five  thousand 
citations  alleging  intentional  tampering  with  cassettes  used  to 
measure  levels  of  respirable  dust.   These  cassettes  were 
characterized  by  abnormal  white  centers. 

To  bring  you  guickly  up  to  date,  in  FY  1992  the  presiding 
judge  held  extensive  pre-trial  discovery  and  consolidated  all 
cases  for  hearing  on  a  common  issue:  whether  an  abnormal  white 
center  on  a  cited  filter  cassette  establishes  that  the  operator 
intentionally  altered  the  weight  of  the  filter.   An  evidentiary 
hearing  was  held  from  December  1992  through  February  1993  on  this 
issue.   The  judge's  decision  in  July  of  last  year  concluded  that 
the  Secretary  had  failed  to  carry  his  burden  of  proving  that  the 
presence  of  an  abnormal  white  center  established  intentional 
tampering  because  there  were  too  many  other  possible  causes  for 
the  observed  dust  dislodgement  patterns  on  the  filter  besides 
tampering.   A  single  mine  was  then  selected  for  trial  to  address 
dust  sampling  and  handling  practices  at  that  mine  and  to 
determine  whether  the  weight  of  75  cited  filters  was 
intentionally  altered  by  the  mine  operator.   That  four-week  trial 
has  been  completed  and  a  decision  is  expected  by  May  1.   Appeal 
to  the  Commission  is  available  to  the  affected  parties.   The 
Commission  has  included  3,800  dust  cases  that  are  on  stay  in  its 
inventory  of  cases  for  budget  display  purposes.   Should  hearings 
be  requested  in  these  cases,  they  could  then  become  part  of  the 
active  ALJ  workload. 

At  the  Commission  review  level,  we  expect  to  receive  83 
cases  in  both  FY  1994  and  FY  1995  for  appellate  consideration. 
Dispositions  are  expected  to  total  73  in  FY  1994  and  75  in  FY 
1995.   In  FY  1993,  the  Commission  received  80  cases  for  review. 
We  issued  74  substantive  decisions  and  denied  14  petitions  for 
review,  for  a  total  case  disposition  of  88.   The  average  age  of 
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the  74  decisions  was  7.1  months.   The  average  age  of  the  47  cases 
pending  decision  at  the  beginning  of  FY  1994  was  4.7  months. 

Thank  you  for  the  opportunity  to  present  this  summary.   I 
would  be  pleased  to  respond  to  any  questions  you  may  have. 
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ALJ/COMMISSION  WORKLOAD 

Ms.  Pelosi.  Thank  you  very  much  for  your  testimony. 

I  do  have  a  few  questions  for  now  and  some  in  writing.  The  total 
case  workload  at  the  administrative  law  judge  level  has  increased 
fourfold  since  1990,  while  the  number  of  cases  at  the  Commission 
level  has  remained  fairly  constant. 

Could  you  explain  why  more  cases  are  not  being  appealed  to  the 
Commission,  and  is  that  the  case? 

Ms.  Holen.  Yes.  That  is  true.  The  main  reason  I  believe  is  that 
settlements  account  for  the  largest  part  of  the  increased  disposi- 
tions at  the  ALJ  level.  Cases  that  receive  a  full  trial-type  hearing, 
which  are  the  ones  most  likely  to  be  appealed  to  the  Commission, 
have  not  grown  quite  so  rapidly. 

Included  in  that  four-fold  increase  in  ALJ  cases  were  many  that 
involved  identical  issues.  One  Commission  decision  may  result  in 
the  ultimate  disposition  of  multiple  cases. 

In  addition,  the  body  of  the  Commission's  precedential  law  has 
developed  and  case  precedents  may  be  relied  on  increasingly  as  a 
basis  for  settling  disputes  under  the  Act.  But  of  course  as  new  is- 
sues arise  under  the  Act  in  coming  years,  it  may  be  that  appeals 
to  the  Commission  would  also  increase. 

Ms.  Pelosi.  It  appears  that  your  inventory  of  undecided  cases  at 
the  Commission  review  level  continues  to  grow.  Does  this  increase 
concern  you,  and  what  are  your  plans  to  reduce  this  backlog? 

Ms.  Holen.  I  would  call  this  more  of  a  working  inventory  rather 
than  a  backlog.  The  Commission  completes  work  on  cases  that  we 
accept  for  review  at  a  fairly  rapid  rate. 

So  far  this  year  the  average  age  of  the  inventory  is  about  four 
to  five  months,  which  I  think  compares  favorably  with  other  ad- 
ministrative courts  of  this  type.  And  the  vast  majority  of  our  cases 
are  completed  in  less  than  one  year. 

CASE  PROCESSING  TIMEFRAMES 

Ms.  Pelosi.  How  have  the  case  processing  times  changed  over 
the  last  five  years  at  both  the  Commission  and  the  ALJ  level?  I 
know  what  you  just  said  about  the  four  to  five  months.  Is  that  dif- 
ferent from  prior  years? 

Ms.  Holen.  Let  me  begin  with  the  ALJ  level.  I  have  data  here 
for  a  few  years.  We  could  submit  more  for  the  record.  It  has  been 
fairly  constant.  Receipt  to  disposition  in  1992  and  1993,  in  about 
80  percent  of  the  cases,  has  been  completed  in  under  one  year. 

I  don't  have  data  with  me  on  changes  in  dispositional  age  of  that 
nature  for  Commission  review,  although  the  decisional  age  on  aver- 
age has  gone  down  from  1992  to  1993.  The  average  age  of  our  deci- 
sions issued  in  1992  was  10.5  months;  in  1993,  it  was  7.1  months; 
and  so  far,  1994  it  is  5.4  months.  Our  inventory  age  has  remained, 
as  I  said,  fairly  constant,  between  four  and  five  months. 

Ms.  Pelosi.  That  is  fine.  If  you  have  any  more  information,  you 
can  submit  it  for  the  record. 

Ms.  Holen.  Yes,  we  would  be  happy  to  do  that.  Generally  most 
of  our  cases  have  been  decided  in  under  a  year.  However,  we  will 
send  you  more  specific  details  for  the  record. 
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ALJ  STAFFING 

Ms.  Pelosi.  Thank  you. 

How  many  administrative  law  judges  do  you  now  have  and  how 
many  do  you  plan  to  have  on  board  in  1995? 

Ms.  Holen.  We  currently  have  14  administrative  law  judge  posi- 
tions authorized.  We  now  have  13  on  board.  And  we  expect  to  fill 
the  vacant  position  within  the  next  three  months. 

We  may  have  a  retirement  this  spring  and  if  we  do,  we  will  ad- 
dress filling  that  vacancy  at  that  time.  We  don't  know  of  any  va- 
cancies that  may  arise  for  fiscal  year  1995. 

DUST-TAMPERING  CASES 

Ms.  Pelosi.  Your  statement  mentioned  that  a  decision  on  the 
first  trial  of  the  3,800  remaining  dust-tampering  cases  is  expected 
by  May  1.  Under  what  circumstances  will  the  Commission  start  to 
review  each  case  individually? 

Ms.  Holen.  The  Commission  would  only  review  those  cases  indi- 
vidually as  they  are  actually  presented  on  appeal.  Three  thousand 
eight  hundred  cases,  as  you  indicated,  are  on  stay.  We  did  have  a 
common-issues  trial  in  those  cases. 

If  you  like,  I  can  elaborate  on  the  handling  of  those  dust  cases. 
Would  you  like  me  to  do  that? 

Ms.  PELOSI.  Yes,  I  would  appreciate  that  very  much.  Thank  you. 

Ms.  Holen.  The  dust  cases  arose  when  mine  operators  contested 
before  the  Commission  more  than  5,000  citations  alleging  inten- 
tional tampering  with  cassettes  used  to  measure  levels  of  res- 
pirable  dust.  The  cassettes  were  characterized  by  abnormal  white 
centers.  You  may  have  heard  the  acronym  AWC  in  this  connection. 

In  1992,  the  presiding  judge  held  extensive  pretrial  discovery  and 
consolidated  all  cases  for  hearing  on  a  common  issue.  And  that  was 
whether  an  abnormal  white  center  on  a  cited  filter  cassette  estab- 
lished that  the  operator  intentionally  altered  the  weight  of  the  fil- 
ter. 

An  evidentiary  hearing  was  held  from  December  1992  through 
February  1993.  It  was  a  very  long  hearing.  There  were  approxi- 
mately 10,000  pages  of  transcript  in  that  case.  It  was  perhaps  the 
longest  trial  ever  held  at  the  Commission. 

The  judge's  decision  was  issued  in  July  of  last  year.  He  concluded 
that  the  Secretary  had  failed  to  carry  his  burden  of  proving  that 
the  presence  of  an  abnormal  white  center  established  intentional 
tampering,  because  there  were  too  many  other  possible  causes  for 
the  observed  dust  dislodgment  patterns  on  the  filter  besides  tam- 
pering. 

A  single  mine  was  then  selected  for  trial  to  address  dust  sam- 
pling and  handling  practices  at  that  mine  and  to  determine  wheth- 
er the  weight  of  the  75  cited  filters  at  that  mine  was  intentionally 
altered  by  the  mine  operator. 

And,  as  you  mentioned,  the  decision  is  expected  by  May  1st,  and 
appeal  to  the  Commission  will  be  available  to  the  affected  parties. 

We  have  included  these  3,800  dust  cases  in  our  inventory  of 
cases  for  budget  display  purposes,  but  until  those  cases  are  tried, 
which  could  be  one  by  one,  they  would  not  become  officially  part 


1221 

of  the  ALJ  workload.  So  as  you  can  imagine  this  is  a  large  un- 
known in  the  work  we  may  be  expected  to  do. 

ALTERNATIVE  CASE  RESOLUTION  INITIATIVE 

Ms.  PELOSI.  I  appreciate  your  response. 

In  addition  to  his  enforcement  initiatives,  the  new  Assistant  Sec- 
retary for  Mine  Safety  and  Health  has  proposed  an  alternative  case 
resolution  initiative.  Could  you  briefly  describe  this  initiative  and 
discuss  the  impact  it  will  have  on  the  Commission's  caseload  and 
operations. 

Ms.  HOLEN.  I  will  describe  the  initiative  as  best  I  can.  We  have 
had  only  preliminary  information. 

As  we  understand  it,  the  Mine  Safety  and  Health  Administration 
is  planning  to  train  individuals  who  currently  serve  as  mine  inspec- 
tors or  conferencing  officers  to  handle  cases  before  the  Commission 
judges  both  in  settlements  and  possibly  in  some  of  the  simpler 
trails. 

They  don't  actually  expect  to  get  going  on  this  until  the  next  fis- 
cal year.  Extensive  training  is  expected  to  take  place  in  the  sum- 
mer, and  [I  know]  there  is  ongoing  discussion  now  about  precisely 
how  this  program  would  work. 

As  far  as  I  know,  it  is  still  subject  to  change  and  we  don't  know 
precisely  how  it  might  be  implemented.  And  so  obviously  we 
don't — since  it  is  not  going  to  be  started  until  FY  1995 — we  don't 
have  any  actual  experience  to  date. 

We  cannot  tell  you  now  what  the  effect  of  that  program  might 
be  on  the  Commission's  workload.  There  are  reasons  for  expecting 
it  might  increase  the  workload.  Frankly,  there  are  also  reasons  for 
expecting  that  it  might  reduce  the  workload.  Next  year  we  should 
be  in  a  position  to  give  you  specific  examples  of  how  this  initiative 
is  affecting  our  workload. 

Ms.  PELOSI.  Well,  thank  you  very  much. 

Would  any  of  the  other  witnesses  like  to  add  anything  to  what 
has  been  said  in  response  to  the  questions? 

Mr.  Merlin.  I  will  just  add  that  with  respect  to  the  alternate  dis- 
pute procedure,  that  the  Chairman  said  it  is  not  finalized  yet.  I 
also  think  that  the  information  that  we  will  obtain  when  it  does 
become  operational  will  come  from  the  individual  ALJs  as  these 
cases  come  up  before  them. 

Ms.  PELOSI.  Thank  you  very  much.  I  do  have  a  number  of  ques- 
tions to  submit  to  you  in  writing.  And  I  would  appreciate  your  writ- 
ten response  to  this. 

Ms.  HOLEN.  Thank  you  very  much. 

Ms.  Pelosi.  Thank  you  so  much. 

Ms.  HOLEN.  We  have  conveyed  our  get-well  wishes  to  Congress- 
man Natcher. 

Ms.  Pelosi.  That  will  be  very  good  medicine  for  him. 

Ms.  HOLEN.  Thank  you. 

Ms.  PELOSI.  I  know  he  will  welcome  your  kind  words.  Thank  you 
very  much. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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WORKLOAD 

Mr.  Natcher:    Has  the  Commission  revised  its  caseload 
projections  due  to  initiatives  at  the  Labor  Department  or  for 
any  other  reason  since  you  submitted  your  budget  request  to 
Congress?  If  so,  please  provide  the  updated  projections  for 
the  record  and  state  the  reasons  for  the  changes . 

Ms.  Holen:    No,  we  have  not.   Through  February  28,  1994,  we 
have  received  1,764  new  cases  at  the  Administrative  Law  Judge 
level.   If  cases  continue  at  this  rate  for  the  remainder  of  the 
year,  our  projection  of  4,250  new  cases  received  will  be  on 
target.   As  for  dispositions,  we  have  decided  1,658  cases  and 
we  are  slightly  above  last  year's  disposition  rate. 
Considering  last  year's  experience,  we  anticipate  disposing  of 
a  higher  percentage  of  cases  in  the  last  half  of  the  year  than 
in  the  first  half. 

At  the  Commission  Review  level,  both  the  estimate  of  new  cases 
received  and  dispositions  appear  to  be  on  target. 

The  only  initiative  of  the  Department  of  Labor  that  we  are 
aware  of  that  may  affect  our  caseload  is  the  alternative  case 
resolution  program,  which  will  be  implemented  this  fall. 

Mr.  Natcher:    ^Provide  a  10 -year  table  showing  the  caseload  at 
both  the  Commission  and  the  ALJ  level. 

Ms.  Holen:    The  requested  information  is  as  follows: 

Fiscal  Year 

1995 
1994 
1993 
1992 
1991 
1990 
1989 
1988 
1987 
1986 
1985 
1984 
1983 


ALJ 

Commission 

Cases  Received 

Cases 

Received 

4,250 

83 

4,250 

83 

4,266 

80 

5,469 

82 

8,353 

68 

2,029 

80 

1,889 

52 

1,800 

54 

1,579 

70 

1,743 

56 

1,490 

43 

1,412 

69 

1,243 

58 

AUTOMATION 

Mr.  Natcher:    You  are  requesting  an  increase  of  $50,000  for 
other  services  for  ADP  contract  support.   Why  do  you  need  these 
additional  funds? 

Ms.  Holen:    For  the  past  two  years,  I  have  made  a  very 
deliberate  effort  to  increase  computer  usage  at  the  Commission. 
We  are  now  at  the  point  where  most  of  our  employees  use 
computers.   It  was  time  to  start  networking.   We  do  not  have  a 
computer  expert  on  our  staff  and  must  rely  on  outside  contract 
support  for  all  programming  and  operational  assistance. 
Greater  demands  for  technical  assistance  and  system  component 
maintenance  exceed  available  budget  resources .   With  the 
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$50,000  requested  we  can  continue  our  computer  enhancement 
program. 

Mr.  Natcher:     Explain  the  nature  of  the  $99,000  equipment 
purchases  in  FY  1993. 

Ms.  Holen:    Equipment  purchases  by  major  category  are  as 
follows : 

ADP  Support 

Networking  Headquarters  14 

Networking  Falls  Church  17 

Accounting  System/Treasury  Requirements  5 

General  Purpose  Computers  (16)  29 

Laptops  (2)  3 

Network  Printer  2 

Subtotal  70 

Telecommunications  and  Printing 

Copier  for  Denver  office  7 

Fax  machines  3 

Telephones  and  Recording  Devices  1 

Subtotal  11 

Library  Equipment 

Shelving  for  Headquarters 

and  Falls  Church  Office  11 

Tables  and  chairs  2 

General  Office  Furniture  3 


Total  99 

Mr.  Natcher:    Are  all  of  your  offices  computerized? 

Ms.  Holen:    Yes,  our  three  offices  are  computerized  to  some 
degree.   At  headquarters  and  Falls  Church,  networks  have  just 
been  installed.   Long  range  plans  call  for  connecting  the  two 
offices  for  full  electronic  exchange  of  data.   The  Denver 
office  is  somewhat  behind,  but  it  will  soon  have  available  the 
Commission'  s  decisional  data  base  in  electronic  form  for 
research  use. 

Mr.  Natcher:    Are  your  judges  using  computers  in  drafting 
their  decisions? 

Ms.  Holen:    Currently,  all  of  the  Administrative  Law  Judges 
in  Falls  Church  are  using  computers  as  research  tools  while 
developing  their  decisions.   Five  of  the  13  judges  on  board 
also  use  a  computer  in  preparing  the  initial  draft  of  their 
decision. 

Mr.  Natcher:    Do  you  have  any  laptop  computers  for  the  judges 
to  use  while  on  travel  status? 

Ms.  Holen:    Currently,  the  judges  have  one  laptop  computer 
for  use  while  on  travel  status.   We  intend  to  evaluate  its  use 
during  the  next  few  months  to  determine  if  additional  laptop 
computers  are  needed. 
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BUDGET 

Mr.  Natcher:    What  was  your  original  1995  budget  request  to 
OMB? 

Ms.  Holen:    The  Commission  submitted  a  two  level  budget 
request  to  OMB  for  Fiscal  Year  1995.   A  request  level  of  $6,249 
and  61  FTE  and  a  current  policy  level  of  $5,979  and  60  FTE. 
The  Commission  believes  that  the  Administration  budget  request 
level  of  $6,237  and  60  FTE  is  sufficient  to  carry  out  its 
mission  objectives. 

STAFFING 

Mr.  Natcher:    You  are  requesting  a  staffing  increase  of  2 
FTEs  for  FY  1995.  Why  are  these  additional  positions  needed? 

Ms.  Holen:    As  mentioned  in  the  budget  testimony  and  during 
this  hearing,  the  Commission  has  two  Commissioner  vacancies. 
We  expect  that  these  Commissioner  positions  will  be  filled  by 
the  end  of  the  fiscal  year  and  will  need  counsel  and 
secretarial  support.   The  staffing  of  the  Commissioners  and 
support  staff  will  result  in  2  FTE  of  additional  employment  in 
FY  1995. 

Mr.  Natcher:    Is  the  Commission  subject  to  the  President's 
Executive  Order  to  reduce  Federal  Employment? 

Ms.  Holen:     Yes,  as  requested,  the  Commission  submitted  to 
OMB  a  streamlining  plan  to  reduce  its  employment  by  12%  by  FY 
1999.   As  the  Committee  is  aware,  the  Commission  has  had  an 
unparalleled  increase  in  new  cases  in  the  past  several  years 
and  has  a  backlog  of  untried  cases.   Under  the  most  optimistic 
scenario,  this  backlog  is  expected  to  remain  until  the  end  of 
FY  1995.   At  that  time,  it  is  anticipated  that  some  reductions 
in  case  workload  will  occur  and  that  appropriate  FTE  reductions 
could  be  made.   Accordingly,  most  of  the  employment  reductions 
in  our  streamlining  plan  are  programmed  for  the  Plan's  latter 
years . 

Mr.  Natcher:    What  are  your  FTE  ceilings  for  1994  through 
1995  and  how  do  they  compare  to  budget  staffing  levels? 

Ms.  Holen:    The  information  is  as  follows: 


Budget  Staffing  Levels 
(Permanent  Positions) 

FTE  Ceilings 


PAY  INCREASES 

Mr.  Natcher:    What  was  the  amount  of  the  locality  pay 
increase  that  went  into  effect  on  January  1,  1994  and  how  are 
you  absorbing  this  unbudgeted  cost  in  1994? 

Ms.  Holen:    Most  of  the  Commission's  salaries  were  subject  to 
the  4.23X  locality  pay  increase  which  went  into  effect  on 
January  9,  1994.   The  increased  amount  of  salaries  and  benefit 
cost  for  locality  pay  is  estimated  to  be  $119,000  for  FY  1994. 
As  stated  earlier,  the  Commission  has  a  number  of  vacant 
positions  -  Commissioners  and  supporting  staff  -  that  were 


FY  1994 

FY  1995 

62 

62 

58 

60 
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funded  at  the  beginning  of  the  fiscal  year.   These  funds  have 
been  used  to  cover  the  locality  pay  increases. 

Mr.  Natcher:    How  much  is  included  in  your  budget  for  a 
January  1995  pay  raise  and  what  percentage  increase  is  this 
based  upon? 

Ms.  Holen:    The  Commission's  FY  1995  budget  includes  $68,000 
for  pay  increases  in  FY  1995.   Initially,  these  funds  were 
identified  for  an  across  the  board  1.6%  base  pay  increase. 
However,  final  determination  of  the  increase  and  how  it  will  be 
applied  between  a  nationwide  pay  raise  and  locality  pay  is  a 
decision  the  Administration  will  make  over  the  next  few  months. 

Mr.  Natcher:    How  much  is  included  in  your  budget  for  a 
January  1995  locality  pay  increase  and  what  percentage  increase 
is  this  based  upon? 

Ms.  Holen:     The  Commission's  FY  1995  Budget  request  contains 
no  funding  for  a  January  1995  locality  pay  increase. 

STAFFING  INCREASE 

Mr.  Porter:     In  FY  1993  you  had  a  staff  of  53  FTE,  and  in  FY 
1994  you  had  a  staff  of  58  FTE.   I  understand  that  you  are 
requesting  2  additional  FTE  this  year  associated  with  the  fact 
that  you  expect  to  have  a  full  staff  of  five  Commissioners  and 
their  support  staff. 

Are  you  contributing  to  the  President'  s  goal  of  reducing  the 
Federal  government  by  100,000  with  the  goal  of  a  252,000 
reduction  in  total?  If  so,  how? 

Ms.  Holen:    Yes,  we  are.   The  Commission  is  subject  to  the 
President's  Executive  Order  to  reduce  Federal  employment. 
Because  of  the  Commission's  unparalleled  growth  of  new  cases 
over  the  past  several  years,  a  backlog  of  untried  cases  has 
developed  which  is  expected  to  remain  until  the  end  of  FY  1995. 
At  that  time,  it  is  anticipated  that  some  reductions  in  case 
workload  will  occur  and  that  appropriate  FTE  reductions  could 
be  made.   Accordingly,  most  of  the  employment  reductions  are 
programmed  for  future  fiscal  years . 

PROCEDURAL  RULES 

Mr.  Porter:    I  understand  that  on  March  3,  1993  the 
Commission  issued  the  first  major  revision  of  its  procedural 
rules  which  are  supposed  to  encourage  "the  just,  speedy  and 
inexpensive  determination  of  all  proceedings."  How  has  this 
revision  changed  your  proceedings,  and  has  it  affected  your 
backlog  of  cases? 

Ms.  Holen:    The  revision  of  procedural  rules  basically 
updated  and  simplified  Commission  proceedings  which  had  been 
adopted  in  FY  1979.   It  did  not  involve  a  substantial  change  in 
Commission  proceedings,  nor  did  it  affect  the  Commission's 
backlog  of  cases. 

CONTEST  RATES 

Mr.  Porter:    Last  year  you  testified  that  the  increase  in 
contest  rates  was  due  to  factors  including  the  fivefold 
increase  in  fiijes.   Do  you  anticipate  an  increase  in  contest 
rates  for  FY  1994  and  FY  1995?  What  fiscal  impact  does  an 
increased  contest  rate  have  on  administrative  costs  for  the 
Commission? 
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Ms.  Holen:     Our  FY  1994  and  FY  1995  estimate  of  new  cases 
does  not  anticipate  an  increase  in  contest  rates.   In  FY  1990, 
when  the  Commission  received  2,029  cases  at  the  ALJ  level  the 
contest  rate  was  slightly  less  than  4%.   In  FY  1991  it  was  12%, 
in  FY  1992  it  was  11.5%  and  last  year  it  was  9.4%  when  we 
received  4,266  cases.   For  the  first  quarter  of  this  year  the 
contrast  rate  was  up  slightly,  to  10.2%.   Nevertheless,  we 
believe  that  our  estimate  of  4,250  new  cases  in  FY  1994  remains 
valid. 

Increased  contest  rates  mean  more  cases,  which  require 
additional  staffing  or  lead  to  unacceptable  backlogs.   Since 
the  four  fold  increase  in  cases  in  FY  1991,  the  Commission  has 
added  4  administrative  law  judges  to  its  core  staff  of  10 
judges.   While  this  staffing  increase  is  conservative  in 
proportion  to  the  increased  case  workload,  we  project  that  it 
is  sufficient  to  eliminate  the  case  backlog  by  the  end  of  FY 
1995  because  of  increased  productivity. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


EXECUTIVE  SUMMARY 


The  Federal  Mine  Safety  and  Health  Review  Commission  is  an  independent 
adjudicative  agency  that  provides  administrative  trial  and  appellate  review  of  legal 
disputes  arising  under  the  Federal  Mine  Safety  and  Health  Act  of  1977.    Section 
1 13  of  that  Act  establishes  the  Commission  and  sets  forth  its  responsibilities. 

Most  cases  deal  with  civil  penalties  assessed  by  the  Department  of  Labor's 
Mine  Safety  and  Health  Administration  (MSHA)  against  mine  operators  and  address 
whether  the  alleged  violations  occurred  as  well  as  the  appropriateness  of  proposed 
penalties.    Other  types  of  cases  include  orders  to  close  a  mine,  miners'  charges  of 
safety-related  discrimination  and  miners'  requests  for  compensation  after  having 
been  idled  by  a  mine  closure  order. 

The  Commission's  administrative  law  judges  (ALJs)  decide  cases  at  the  trial 
level.    The  five  member  Commission  provides  administrative  appellate  review.    The 
Commission  reviews  decisions  made  by  its  administrative  law  judges,  rules  on 
petitions  for  discretionary  review,  and  may  direct  review  on  its  own  initiative  of 
cases  that  may  be  contrary  to  law  or  policy  or  that  present  novel  questions  of 
policy.    An  administrative  law  judge's  decision  that  is  not  directed  for  review 
becomes  a  final,  non-precedential  order  of  the  Commission.    The  Commission's 
decisions  are  precedential,  and  many  involve  issues  of  first  impression  under  the 
Mine  Act.    Appeals  from  the  Commission's  decisions  are  to  the  U.S.  Courts  of 
Appeals. 

During  the  three  years  covered  by  this  budget  submission,  the  Commission 
expects  a  constant  workload.    A  total  of  4,266  new  cases  were  received  in  FY 
1993  and  4,250  are  anticipated  for  FY  1994  and  FY  1995.    Fiscal  year  1993  was 
the  first  year  since  FY  1987  that  the  Commission's  ALJs  disposed  of  more  cases 
than  they  received.    In  FY  1993  the  ALJs  disposed  of  4,940  cases  and  anticipate 
disposing  of  5,450  cases  in  both  FY  1994  and  FY  1995.    The  increases  are 
attributable  mainly  to  two  factors:    (1)  Congressional  approval  and  funding  for  four 
additional  administrative  law  judges  and  continued  support  from  this  Committee 
and  (2)  continuing  increased  productivity,  partly  due  to  adoption  of  trial  techniques 
such  as  calendar  calls,  which  expedite  the  settlement  process.     The  large  number 
of  cases  submitted  for  settlement  approval  is  expected  to  continue  during  fiscal 
years  1994  and  1995. 
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At  the  review  level,  the  Commission  has  a  current  docket  (2-1-94)  of  45 
cases.    The  average  age  of  this  docket  is  4.38  months  and  the  average  age  of  the 
26  decisions  issued  through  February  1  is  6.3  months.    About  83  new  cases  are 
anticipated  in  both  fiscal  years  1994  and  1995.    Dispositions  are  expected  to  total 
73  in  FY  1994  and  75  in  FY  1995. 

In  FY  1993,  the  Commission  received  80  cases  for  appellate  review  and 
disposed  of  88  cases,  ending  the  year  with  an  inventory  of  47  cases.    The  average 
docket  age  for  FY  1993  was  4.7  months  and  the  average  age  of  decisions  issued 
was  7.1  months. 

The  budget  request  for  FY  1995  totals  $6,237,000  to  support  60  FTE.    The 
additional  funding  request  of  $395,000  is  essential  to  maintain  this  staffing  level. 
Included  in  this  amount  are  $232,000  required  for  added  payroll  costs  attributable 
to  the  1994  locality  pay  adjustment  and  to  the  anticipated  January  1995  pay 
increase.    In  FY  1995,  the  Commission  anticipates  having  a  full  complement  of  five 
Commissioners  and  their  support  staff.    As  a  result,  higher  employment  levels  (2 
FTE)  are  anticipated;  $103,000  is  requested  for  this  additional  employment  and  for 
costs  of  mandatory  step  increases.    The  remaining  $60,000  is  requested  for  other 
support  costs,  primarily  ADP. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
SALARIES  AND  EXPENSES 


For  expenses  necessary  for  the  Federal  Mine  Safety  and  Health  Review 
Commission  (30  U.S.C.  801  et.  seq.),  [5,842,000]  $6,237,000,  (Departments  of 
Labor,  Health  and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1994). 

Explanation  of  Language 

Section  113  of  the  Federal  Mine  Safety  and  Health  Amendments  Act  of 
1977  established  the  Federal  Mine  Safety  and  Health  Review  Commission  as  an 
independent  agency.    Section  1 14  of  the  Act  authorized  to  be  appropriated,  out  of 
moneys  in  the  United  States  Treasury  not  otherwise  appropriated,  such  sums  as 
may  be  necessary  to  carry  out  the  provisions  of  the  above-mentioned  Act.    The 
above  appropriation  language  proposal  is  intended  to  carry  out  these  provisions. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
AUTHORIZING  LEGISLATION 


FY  1994  FY  1995 

Enacted  Request 


Authorizing  Legislation 
Containing  Indefinite  Authority 


Federal  Mine  Safety  and  Health 

Amendments  Act  of  1977 

(30  U.S.C.  823-824)  5,842,000  6,237,000 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

SUMMARY  OF  CHANGES 

FY  1994  Appropriation,  Adjusted    5,842,000 

FY  1995  Estimate,  Appropriation     6,237,000 

Change +395,000 

1994  Current  Change 

Estimate  Base  From  Base 

Budget  Budget 

FTE      Authority  FTE      Authority 

INCREASES  (Built-in): 

1 .  Mandatory  growth  in  base 
payroll  costs  including 
within  grade  step  increases 
and  costs  of  two  additional 

FTE.  58      4,409,000  +2     +103,000 

2.  Annualized  cost  of  1994 

locality  pay.  +  164,000 

3.  January  1995  Federal  pay 

increase  —  +68,000 

4.  Higher  space  rental  payments 

due  to  GSA  rate  increases  682,000  +19,000 

5.  Increased  ALJ  travel  132,000  +3,000 

6.  ADP  contract  support  services, 
and  increased  communications 

and  supply  costs.  —  +52,000 

Subtotal:    Built-in  increases  +2     +409,000 

DECREASES  (Built-in): 

1 .  Reduction  in  transportation 

of  things  5,000  -4,000 

2.  Reduction  in  equipment  25,000  -10,000 

Subtotal:    Built-in  decreases  -14,000 

NET  CHANGE  +2     +395,000 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
BUDGET  AUTHORITY  BY  OBJECT  CLASS 


Increase  or 

1993 

1994 

1995 

Decrease 

Personnel  Compensation: 

Full-time  permanent 

3,244 

3.721 

4,032 

+  311 

Other  than  full-time  permanent 

25 

25 

25 

- 

Special  personnel  service 

payments 

14 

12 

12 

— 

Total,  personnel  compensation: 


3,283 


3,758 


4,069 


311 


Personnel  benefits,  civilian 

686 

651 

675 

+  24 

Benefits  for  former  personnel 

3 

- 

- 

- 

Travel  and  transportation 

of  persons 

135 

132 

135 

+  3 

Transportation  of  things 

14 

5 

1 

-4 

Rental  payments  to  GSA 

693 

682 

701 

+  19 

Communications,  utilities  and 

miscellaneous  charges 

96 

94 

95 

+  1 

Printing  and  reproduction 

36 

35 

35 

- 

Other  services 

466 

389 

439 

+  50 

Supplies  and  materials 

96 

71 

72 

+  1 

Equipment 

99 

25 

15 

-10 

TOTAL 


5,607 


5,842 


6,237 


+  395 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
PERSONNEL  SUMMARY 


Account:    Salaries  and  Expenses 
Executive  Level  III 
Executive  Level  IV 
Subtotal 

ES-5 
ES-4 
Subtotal 

AL-2 
AL-3 
Subtotal 

GS-15 
GS-14 
GS-13 
GS-12 
GS-10 
GS-9 
GS-8 
GS-7 
GS-6 
GS-5 
GS-4 
Subtotal 

Total  Permanent  Positions 

Unfilled  positions  end  of  year 

Total,  full-time  permanent  employment  end  of  year 

Full-time  equivalent  (FTE)  usage 

Average  ES  level 
Average  ES  salary 
Average  AL  level 
Average  AL  salary 
Average  GS  grade 
Average  GS  salary 


1993 

1994 

1995 

Actual 

Estimate 

Reauest 

1 

1 

1 

4 

4 

4 

5 

5 

5 

1 

1 

1 

1 

1 

1 

2 

2 

2 

1 

1 

1 

12 

13 

12 

14 

14 

14 

6 

6 

6 

2 

2 

2 

4 

4 

4 

1 

1 

1 

2 

2 

2 

4 

4 

4 

4 

4 

4 

14 

14 

14 

2 

2 

2 

1 

1 

1 

1 

1 

1 

41 

41 

41 

62 

62 

62 

-11 

-2 

-2 

51 

60 

60 

53 

58 

60 

4.50 

4.50 

4.50 

$109,550 

$114,234 

$116,519 

2.93 

2.93 

2.93 

$99,171 

$103,434 

$108,602 

9.15 

9.15 

9.15 

$40,795 

$42,786 

$43,791 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

SALARIES  AND  EXPENSES 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 


1993  1994  1995 

FTE      Amount  FTE      Amount  FTE       Amount 

Appropriation 

or  Estimate, 

Total,  Amounts 

Available  for 

Obligation  53        5,726,000     58        5,842,000     60        6,237,000 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
APPROPRIATION  HISTORY  TABLE 


Fiscal 
Year 

Budget  Estimate 
To  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1984 

3,858,000 

3,858,000 

4,000,000 

3,858,000 

1985 

3,837,000 

3,837,000 

3,837,000 

3,837,000 

Pay  Supp 

36,000 

1986 

3,709,000 

3,815,000 

3,815,000 

3,651, 0001 

1987 

3,919,000 

3,651,000 

3,919,000 

3,785,000 

1988 

4.139,000 

4,080,000 

4,080,000 

3,892,0002 

1989 

4,079,000 

4,079,000 

4,079,000 

4,030,0003 

1990 

4,005,000 

4,030,000 

4,030,000 

4,030,000 

1991 

4,292,000 

4,292,000 

4,292,000 

4,188,509" 

1992 

4,719,000 

4,357,000 

4,357,000 

5,143,000 

1993 

5,830,000 

5,772,000 

5,772,000 

5,726,000s 

1994 

5,842,000 

5,842,000 

5,842,000 

5,842,000 

1995 

6,237,000 

Reduction  of  $164,000  pursuant  to  P.L.  99-177. 

Reduction  of  $14,000  pursuant  to  Sec.  512  of  P.L.  100-202. 

Reduction  of  $49,000  pursuant  to  Sec.  517  of  P.L.  100-436. 

Reduction  of  $103,437  pursuant  to  Sec.  514(b)  of  P.L.  101-517. 
Reduction  of  $54  pursuant  to  P.L.  99-177. 

Reduction  of  $46,000  pursuant  to  Sec.  511  of  P.L.  102-394. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
STAFFING  HISTORY  TABLE 

Fiscal  Year  FTE 

1984  58 

1985  52 

1986  47 

1987  51 

1988  52 

1989  51 

1990  48 

1991  47 

1992  56 

1993  53 

1994  Est.  58 

1995  Est.  60 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
CONGRESSIONAL  DIRECTIVES 


The  Commission  had  no  Congressional  directives  included  in  its  FY  1994 
appropriation. 


13 


1242 


FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


JUSTIFICATION 


1994 
Estimate 


1995 
Request 


Increase  or 
Decrease 


Commission  Review 


FTE      Amount  FTE      Amount  FTE      Amount 

29         2,970,000         31  3,173,000         +2         +203,000 


Administrative  Law 

Judge  Determinations  29         2,872,000        29        3,064.000 


+  192,000 


Total  Budget  Authority  58        5,842,000        60        6,237,000        +2        +395,000 


GENERAL  STATEMENT 

The  Federal  Mine  Safety  and  Health  Review  Commission  was  established  as 
an  independent  agency  by  Section  113(a)  of  the  Federal  Mine  Safety  and  Health 
Amendments  Act  of  1977.    It  is  not  part  of  the  Department  of  Labor  or  its  Mine 
Safety  and  Health  Administration. 

The  Commission  is  charged  with  the  responsibility  of  reviewing  the 
enforcement  activities  of  the  Secretary  of  Labor  and  protecting  miners  against 
unlawful  discrimination.   The  Commission's  administrative  law  judges  hear  and 
decide  cases  at  the  trial  level  as  initiated  by  the  Secretary  of  Labor,  mine  operators, 
miners,  and  miners'  representatives. 

The  five  member  Commission  hears  appeals  from  administrative  law  judge 
decisions.   The  Commission  may  review  these  decisions  by  granting  a  petition  for 
discretionary  review  from  one  or  more  of  the  parties  or  by  directing  review  on  its 
own  motion. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
COMMISSION  REVIEW 

Increase  or 
1993  1994  1995  Decrease 

FTE        Amount  FTE        Amount  FTE        Amount  FTE        Amount 

Commission  Review 

Total  Budget 

Authority  27  2.908.000         29  2,970.000         31  3.173.000  +2         +203,000 

Introduction: 

The  responsibility  for  the  review  of  administrative  law  judges'  decisions  is 
set  forth  in  Section  113(d)(1)  of  the  Act.    The  Act  states  that  an  administrative  law 
judge's  decision  shall  become  final  40  days  after  its  issuance,  unless  within  that 
period  two  of  the  Commissioners  direct  that  the  decision  be  reviewed. 

Most  cases  come  before  the  Commission  when  two  or  more  Commissioners 
vote  to  grant  a  petition  for  discretionary  review  filed  by  a  person  adversely  affected 
or  aggrieved  by  the  administrative  law  judge's  decision.    Petitioners  may  include 
miners  (with  or  without  legal  representation),  miners'  representatives,  mine 
operators  or  the  Secretary  of  Labor.    Two  Commissioners  may  also  direct  any  case 
for  review  sua  sponte  (on  their  own  motions,  without  the  parties  filing  a  petition). 
Sua  sponte  review  is  limited  to  determining  whether  an  administrative  law  judge's 
decision  is  contrary  to  law  or  Commission  policy,  or  deciding  a  novel  question  of 
policy  which  the  case  presents. 

1995  Budget: 

The  Commission  is  requesting  an  increase  of  $203,000  for  its  review 
activities  in  FY  1995.    Included  in  this  amount  are  $106,000  for  added  payroll 
costs  attributable  to  the  1994  locality  pay  adjustment  and  to  the  anticipated 
January  1995  pay  increase;  $66,000  is  requested  for  two  additional  FTE 
associated  with  the  staffing  of  the  five  Commissioners.    The  balance  of  the  funds, 
$31,000,  will  be  used  mainly  for  ADP  contract  support,  maintenance  and 
programming. 

A  total  of  83  new  cases  are  anticipated  for  review  by  the  Commission  during 
FY  1995  and  75  dispositions  are  expected,  resulting  in  an  end  of  year  case 
inventory  of  65.    The  Commission  expects  to  operate  with  a  full  complement  of 
five  Commissioners  during  the  year. 
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1994: 

For  FY  1994,  the  Commission  is  projecting  an  intake  of  83  new  cases,  and  a 
total  case  disposition  of  73.    Through  February  1,  1994,  the  Commission  has 
received  25  new  cases.    During  this  same  period,  it  has  issued  26  substantive 
decisions  and  denied  7  petitions.    Many  of  the  Commission's  cases  present  issues 
of  first  impression  under  the  Mine  Act.   The  average  age  of  the  45  matters  pending 
on  the  Commission's  docket  as  of  February  1,  1994  is  4.38  months,  and  the 
average  age  of  the  26  issued  matters  is  6.3  months.    The  Commission  strives  to 
maintain  the  average  age  of  cases  in  its  pending  docket  and  the  average  age  of 
decisions  issued  at  six  months  or  less. 

As  in  the  past,  petitions  for  discretionary  review  represent  the  majority  of 
the  Commission's  new  case  workload.    Approximately  two-thirds  of  the  petitions 
for  discretionary  review  in  1994  and  1995  are  expected  to  be  heard  by  the 
Commission.    Currently,  the  Commission  has  three  members;  the  nomination  of  a 
fourth  is  pending  confirmation  by  the  Senate. 

1993: 

In  FY  1993,  the  Commission  received  80  cases  for  review.    It  issued  74 
substantive  decisions  and  denied  14  petitions  on  review,  for  a  total  case  disposition 
of  88.    The  average  age  of  47  cases  pending  on  the  Commission's  docket  at  the 
end  of  FY  1993  was  4.7  months.    The  average  age  of  the  74  decisions  was  7.1 
months. 

As  issues  become  more  complex  and  new  areas  of  law  are  explored,  it  is 
important  that  the  parties  involved  have  an  opportunity  to  present  their  case  and  to 
respond  face-to-face  to  questions  asked  during  the  oral  argument  process.    Oral 
arguments  continue  to  be  an  important  part  of  the  Commission's  decision  process. 
During  FY  1993,  ten  oral  arguments  were  held. 

The  Commission  attempts  to  hold  as  many  meetings  as  possible  in  open 
session.    Of  the  33  meetings  held  in  FY  1993,  22  were  open  and  in  1 1  meetings 
the  Commission  conducted  part  of  its  business  in  open  session  and  part  in  closed 
session. 

In  March  1993  the  Commission  issued  the  first  major  revision  of  its 
procedural  rules.    The  earlier  rules,  adopted  in  1979,  were  updated  and  simplified. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
ADMINISTRATIVE  LAW  JUDGE  DETERMINATIONS 


1993  1994  1995  Increase  or  Decrease 

FTE        Amount  FTE       Amount  FTE        Amount  FTE        Amount 

Administrative 

Law  Judge 

Determinations 

Total  Budget 

Authority  26  2,818,000         29         2,872,000         29         3,064,000  +192,000 


Introduction: 

The  Commission  employs  administrative  law  judges  to  hear  and  decide 
contested  cases  at  the  trial  level,  as  initiated  by  the  Secretary  of  Labor,  mine 
operators,  and  miners  or  their  representatives.    The  judges  are  also  responsible  for 
evaluating  and  approving  or  denying  settlement  agreements  under  the  Mine  Act. 

The  agency  maintains  two  offices  of  administrative  law  judges,  in  Falls 
Church,  Virginia  and  in  Denver,  Colorado.    Administrative  law  judges  travel  to 
hearing  sites  located  at  or  near  the  mine  involved  in  order  to  afford  miners  and  their 
representatives  the  full  opportunity  to  participate. 

1995  Budget  Request: 

At  the  administrative  law  judge  level,  the  Commission  is  requesting  an 
increase  of  $192,000.    Included  in  this  amount  are  $126,000  for  added  payroll 
costs  attributable  to  the  1994  locality  pay  adjustment  and  to  the  anticipated 
January  1995  pay  increase.    Also  requested  are  $41,000  for  mandatory  within 
grade  step  increase  and  other  staff  supports  costs,  and  $25,000  for  ADP  contract 
support,  maintenance  and  programming. 

A  total  of  4,250  new  cases  is  anticipated  for  FY  1995,  with  5,450 
dispositions  projected,  leaving  an  end  of  year  inventory  of  4,854  cases.   This 
inventory  includes  3,803  cases  on  stay  that  are  included  in  a  master  docket 
involving  cases  of  alleged  tampering  with  cassettes  that  measure  respirable  dust  in 
coal  mines.    The  ALJ  workload  data  have  not  included  the  dust  cases  in  FY  1995 
because  avenues  of  appeal  will  be  available  to  the  affected  parties  following  the 
decision  in  a  lead  case.   Should  these  cases  be  presented  for  ALJ  consideration  on 
a  case  by  case  basis,  they  will  then  become  part  of  the  active  ALJ  workload. 
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1994: 

As  of  October  1,  1993,  the  Commission  ALJs  had  an  inventory  of  7,254 
cases  and  4,250  new  cases  are  anticipated  in  FY  1994.    Case  dispositions  are 
expected  to  total  5,450  with  an  end  of  year  inventory  of  6,054  cases.    Included  in 
this  inventory  are  3,803  dust  cases  in  a  master  docket. 

After  completing  extensive  pre-trial  discovery  on  these  dust  cases  during  FY 
1992,  the  presiding  judge  consolidated  all  cases  for  hearing  on  a  common  issue: 
whether  an  abnormal  white  center  on  a  cited  filter  cassette  establishes  that  the 
operator  intentionally  altered  the  weight  of  the  filter. 

The  trial  of  the  common  issue  commenced  on  December  1,  1992,  in 
Washington,  D.C.    The  trial  largely  involved  expert  witness  testimony  from 
mechanical  engineers,  aerosol  physicists,  industrial  hygienists  and  statisticians 
testifying  for  the  Government  and  the  coal  operators.    No  direct  evidence  was 
presented  of  tampering  or  altering  the  weight  of  the  cited  dust  cassettes.    On  July 
20,  1993,  the  ALJ  issued  his  decision.    He  concluded  that  the  record  showed  too 
many  other  potential  causes  for  the  dust  dislodgement  patterns  on  the  cited 
abnormal  white  center  cassettes  to  accept  the  Secretary's  position  that  the  mine 
operators  intentionally  altered  the  weight  on  the  cited  filters,  and  that  the  Secretary 
failed  to  carry  his  burden  of  proof  on  that  issue. 

A  single  mine  was  selected  for  trial  to  address  dust  sampling  and  handling 
practices  at  that  mine  and  to  determine  whether  the  weight  of  the  75  cited  filters 
was  intentionally  altered  by  the  mine  operator.     All  other  cases  were  continued  on 
stay.    After  pre-trial  discovery,  the  mine  specific  trial  commenced  on  November  30, 
1993  and  was  completed  on  January  6,  1994.    Parties  are  currently  preparing  post 
hearing  briefs.    A  decision  is  expected  by  May  1,  1994. 

As  of  February  1,  1994,  the  Commission's  ALJs  had  received  1,357  new 
cases  and  had  disposed  of  1,293  cases. 

1993: 

In  FY  1993,  the  Commission's  ALJ  received  4,266  cases.    A  total  of  4,940 
cases  were  decided,  leaving  an  end  of  year  inventory  of  7,254  cases.    Fiscal  year 
1993  was  the  first  year  since  FY  1987  that  the  Commission's  ALJs  disposed  of 
more  cases  than  they  received.   These  increases  are  attributable  mainly  to  two 
factors:    (1)  Congressional  approval  and  funding  for  four  additional  administrative 
law  judges  and  continued  support  from  this  Committee  and  (2)  continuing 
increased  productivity,  partly  due  to  adoption  of  trial  techniques  such  as  calendar 
calls,  which  expedite  the  settlement  process. 
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aDDrov«.Vh^n  94°  dispositions  in  FY  1993'  3-180  cases  were  settlement 
!aP.P"Vi  h      cases  required  evidentiary  hearing  prior  to  decision,  and  1,430 
cases  were  diSDOseri  hv  nthsr  moth^Ho  ' 


cases  were  disposed  by  other  methods 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


SELECTED  WORKLOAD  DATA 


Commission  Review  Activities 


1993 
Actual 


1994 
Estimate 


1995 

Estimate 


Cases  pending  beginning  of  year 

New  cases  received 

Total  case  workload 

Cases  decided 

Cases  pending  end  of  year 


55 

47 

57 

80 

83 

83 

135 

130 

140 

88 

73 

75 

47 

57 

65 

Administrative  Law  Judge  Determinations 


Cases  pending  beginning  of  year 

New  cases  received 

Total  case  workload 

Cases  decided 

Cases  pending  end  of  year 


7,928 

7,254 

6,054 

4,266 

4,250 

4,250 

12,194 

11,504 

10,304 

4,940 

5,450 

5,450 

7,254 

6,054 

4,854 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

COMMISSION  MEMBERS 


NAME  TERM  EXPIRATION 

Richard  V.  Backley  August  30,  1994 

Joyce  A.  Doyle  August  30,  1998 

Arlene  Holen  August  30,  1996 

Mary  Lu  Jordan,  Nominee  August  30,  1996 

Vacant  August  30,  1994 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


CONSULTANTS 


The  Commission  employed  no  consultants  in  FY  1993  and  has  no  plans  to 
employ  consultants  in  fiscal  years  1994  or  1995. 
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Friday,  March  18,  1994. 

OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW 

COMMISSION 

WITNESSES 

STUART  E.  WEISBERG,  CHAIRMAN,  OCCUPATIONAL  SAFETY  AND 
HEALTH  REVIEW  COMMISSION 

EARL  R  OHMAN,  JR.,  GENERAL  COUNSEL,  OCCUPATIONAL  SAFETY 
AND  HEALTH  REVIEW  COMMISSION 

HIVING  SOMMER,  CHIEF  ADMINISTRATIVE  LAW  JUDGE,  OCCUPA- 
TIONAL SAFETY  AND  HEALTH  REVIEW  COMMISSION 

LARRY  A-  HOSS,  DIRECTOR,  OFFICE  OF  ADMINISTRATION  AND  MAN- 
AGEMENT, OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMIS- 
SION 

Ms.  PELOSI  [presiding].  Next  we  will  hear  from  the  Occupational 
Safety  and  Health  Review  Commission,  Chairman  Stuart  Weisberg; 
General  Counsel  Earl  Ohman;  Chief  Administrative  Law  Judge,  Ir- 
ving Sommer;  and  the  Director  of  the  Office  of  Administration  and 
Management,  Larry  Hoss. 

Would  you  all  come  forward,  please.  As  with  our  other  witnesses, 
your  full  statement  will  be  entered  into  the  record  and  you  may 
proceed,  as  Chairman  Weisberg  knows.  He  is  very  familiar  with 
congressional  hearings.  We  have  sat  through  many  together  at  the 
Government  Operations  Subcommittee  on  Housing  and  Employ- 
ment and  now  you  are  on  the  other  side  of  the  desk. 

Welcome.  We  are  also  pleased  you  are  where  you  are,  both  as 
chairman  and  also  with  us  today. 

Opening  Statement 

Mr.  Weisberg.  Thank  you  very  much,  and  good  morning,  Con- 
gresswoman  Pelosi.  It  is  a  particular  pleasure  for  me  to  appear  at 
a  subcommittee  hearing  that  you  are  chairing  since  I  know  first- 
hand of  your  deep  interest  and  commitment  to  improving  the 
health  and  safety  of  American  working  men  and  women. 

In  1987  and  1988  when  you  so  ably  served  on  the  Employment 
and  Housing  Subcommittee,  many  of  the  issues  that  the  sub- 
committee prodded  the  Occupational  Safety  and  Health  Adminis- 
tration (OSHA)  to  act  on,  such  as  ergonomics,  repetitive  motion  in- 
juries, and  the  blood-borne  virus  standards,  those  are  now  issues 
that  are  being  adjudicated  before  the  Review  Commission. 

Let  me  introduce  the  people  accompanying  me.  On  my  immediate 
left  is  Larry  Hoss,  our  Director  of  Administration  and  manage- 
ment. On  my  immediate  right  is  Irving  Sommer,  our  Chief  Admin- 
istrative Law  Judge,  and  to  his  right  is  Earl  Ohman,  Jr.,  our  Gen- 
eral Counsel. 

I  have  a  brief  prepared  statement  to  enter  into  the  record. 

(1251) 
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Ms.  Pelosi.  Without  objection,  your  complete  statement  is  en- 
tered into  the  record. 

Mr.  Weisberg.  During  my  nine  years  as  Staff  Director  of  the 
Employment  and  Housing  Subcommittee,  I  was  continually  amazed 
when  a  witness  would  come  before  us  with  a  two-page  statement 
that  would  have  taken  3  minutes  to  read  verbatim  and  then  spend 
15  minutes  summarizing  it.  With  that  in  mind,  I  will  try  to  be  brief 
and  just  highlight  the  key  points  in  the  statement. 

Under  the  Occupational  Safety  and  Health  Act,  the  abatement 
period;  that  is,  the  period  of  time  that  an  employer  has  to  correct 
a  health  and  safety  hazard,  does  not  begin  to  run  until  there  is  a 
final  decision  or  order  by  the  Review  Commission.  That  is  why  it 
is  so  imperative  that  we  hear  and  decide  cases  promptly  and  effi- 
ciently. 

Our  caseload  is  driven  by  OSHA  enforcement.  That  is  why  I  be- 
lieve that  there  is  a  need  for  an  informal  tie-in  with  OSHA's  budg- 
et. You  just  cannot  deal  with  the  two  in  isolation. 

While  I  am  pleased  that  the  President's  fiscal  year  1995  budget 
for  OSHA  provides  for  an  $11.6  million  increase  for  Federal  en- 
forcement and  an  additional  61  positions,  I  believe  that  that  needs 
to  be  reflected  in  the  Review  Commission  budget. 

When  my  predecessor  as  Chairman,  Ed  Foulke,  assumed  his  du- 
ties in  March  1990,  the  Review  Commission  had  19  Administrative 
Law  Judges.  At  present,  we  have  only  14  Administrative  Law 
Judges  and  2  of  these  are  on  indefinite  sick  leave. 

If  you  have  80  judges  and  2  are  out,  that  doesn't  have  a  signifi- 
cant impact.  When  you  have  14  and  2  are  out,  that  is  15  percent 
of  your  judges.  One  of  those  2  has  just  in  the  past  week  and  a  half 
come  back  to  work. 

Our  requested  budget,  OMB  approved  budget,  would  fund  15  Ad- 
ministrative Law  Judges.  At  a  time  when  Labor  Secretary  Reich 
has  announced  a  new  get-tough  enforcement  policy  with  greater 
use  of  the  egregious  fine  policy,  when  new  standards  are  expected 
to  be  issued  by  OSHA  in  such  areas  as  ergonomics,  tuberculosis, 
violence  in  the  workplace  and  at  a  time  when  our  cases  are  becom- 
ing much  more  complex,  there  is  a  desperate  need  for  funding  for 
17  Administrative  Law  Judges. 

The  Administrative  Law  Judges  are  our  front  line  in  tackling, 
juggling  and  settling  cases.  There  is  a  need  to  deal  with  our  short- 
age of  judges  before  it  becomes  a  crisis.  I  will  be  pleased  to  answer 
any  questions  that  you  may  have. 

Ms.  Pelosi.  Thank  you  very  much,  Chairman  Weisberg. 

[The  prepared  statement  and  biography  of  Stuart  Weisberg  fol- 
low:] 
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Hearing  on  March  18,  1994 

before  the  United  States  House  of  Representatives 

Appropriations  Committee 

Subcommittee  on  Labor,  Health  &  Human  Services,  Education 

and  Related  Agencies 

Statement  of  Stuart  E.  Weisberg,  Chairman 
Occupational  Safety  and  Health  Review  Commission 


Mr.  Chairman,  it  is  an  honor  and  a  privilege  to  be  President  Clinton's  choice  to 
head  the  Occupational  Safety  and  Health  Review  Commission  and  to  make  my  first 
appearance  before  this  subcommittee.   I  assumed  my  duties  as  Chairman  of  the  agency 
on  February  23,  1994  and  am  here  today  to  discuss  the  Occupational  Safety  and  Health 
Review  Commission's  accomplishments  and  ongoing  activities. 

The  Occupational  Safety  and  Health  Review  Commission  ["the  Commission"]  is 
an  independent  adjudicatory  agency  established  under  the  Occupational  Safety  and 
Health  Act  of  1970,  29  U.S.C.  651  et  seq.  ["the  Act"].  Primarily  composed  of  three 
Commission  members  (Commissioners),  appointed  by  the  President  with  the  advice  and 
consent  of  the  U.S.  Senate,  and  a  corps  of  Administrative  Law  Judges  (ALJs),  its 
purpose  is  to  effect  the  just  and  expeditious  adjudication  of  disputes  between  the 
Occupational  Safety  and  Health  Administration  (OSHA),  an  agency  of  the  U.S. 
Department  of  Labor,  and  employers  charged  with  violations  of  safety  and  health 
standards  enforced  by  OSHA 

The  Commission  has  a  two-tier  system  for  adjudicating  contested  OSHA  cases.  At 
the  first  level,  proceedings  are  conducted  before  an  AU  of  the  Commission.   When  a 
case  at  this  level  cannot  be  concluded  by  settlement  or  upon  motion,  it  is  decided  by  an 
ALI  after  a  hearing  is  conducted  in  accordance  with  the  Commission's  Rules  of 
Procedure  and  the  Administrative  Procedure  Act.  At  the  second  level  of  proceedings, 
the  Commissioners  review  cases  to  assure  consistent  application  of  precedent  and  to 
formulate  case  law  with  regard  to  new  OSHA  standards,  as  well  as  to  complicated  and 
novel  issues.  Any  one  Commissioner,  acting  alone,  can  direct  review  of  any  ALJ 
decision.  Unless  a  Commissioner  directs  a  case  for  review  within  30  days,  the  ALJ 
decision  becomes  the  final  order  of  the  Commission.  The  Commissioners  normally 
decide  each  case  based  upon  a  review  of  the  record,  which  includes  briefs  filed  by  the 
parties,  and,  in  special  cases,  upon  oral  argument  engaged  in  by  the  parties  before  the 
Commissioners.  With  the  exception  of  directing  cases  for  review,  the  Act  requires  a 
quorum  of  two  Commissioners  and  the  affirmative  vote  of  two  Commissioners  for  the 
Commission  to  take  official  action. 
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During  FY  1993,  the  Commission  received  3,571  new  cases,  a  9%  decrease  from 
the  FY  1992  level  of  3,940  cases.  This  temporary  decrease  in  the  number  of  contested 
cases  is  attributed  to  the  transition  period  and  lack  of  an  Assistant  Secretary  for  the 
Occupational  Safety  and  Health  Administration  of  the  Department  of  Labor  for  almost 
three  fourths  of  the  fiscal  year. 

With  the  appointment  and  confirmation  of  Mr.  Joseph  Dear  as  Assistant  Secretary 
for  the  Occupational  Safety  and  Health  Administration  in  November  of  1993,  and  his 
announced  intentions  of  having  a  strong  enforcement  program  including  criminal 
sanctions  and  an  emphasized  egregious  case  policy,  the  Commission  anticipates  an 
increase  in  contested  cases  in  both  FY  1994  and  1995.  The  Commission  is  projecting 
3,800  new  cases  for  FY  1994  and  4,000  new  cases  for  FY  1995.  The  Assistant  Secretary 
emphasized  that  there  would  be  an  increase  in  the  number  of  instance  by  instance 
violation  cases  under  the  egregious  case  policy;  an  expansion  of  OSHA's  penalty  policy, 
and  an  expansion  of  the  inspection  process  to  cover  more  workplaces. 

In  addition,  OSHA  has  announced  a  goal  of  promulgating  three  final  health 
standards  and  seven  final  safety  standards  in  FY  1994.   For  1995,  OSHA's  goal  is  six  final 
safety  standards  and  four  health  standards.  It  has  been  the  experience  of  the 
Commission  that  the  enforcement  of  new  standards  by  OSHA  has  always  resulted  in  an 
increase  of  contested  cases  because  of  the  complex  and  novel  issues  of  law  and  fact 
brought  about  by  the  new  standards.  The  Commission  estimate  of  new  cases  for  FY 
1995  is  4,000  and,  at  the  present,  there  appears  to  be  no  reason  to  change  that  estimate. 
However,  when  considering  the  probable  effects  that  a  full  or  even  partial 
accomplishment  of  the  Assistant  Secretary's  program  could  have  upon  the  contested  case 
volume,  the  Commission  could  experience  a  significant  increase  of  contested  cases  above 
the  4,000  estimate  for  FY  1995. 

The  Commission's  caseload  is  driven  by  the  enforcement  actions  of  the 
Occupational  Safety  and  Health  Administration.  The  President's  FY  1995  budget  seeks 
an  increase  in  OSHA  funding  of  about  8%  or  $23  million,  of  which  $11.6  million  is  for 
increased  federal  enforcement,  and  provides  for  an  additional  61  positions.  This  is  likely 
to  result  in  a  greater  number  of  inspections,  and  thus  a  significant  increase  in  the 
estimated  number  of  new  cases  before  the  Commission.  It  should  be  recognized  that 
most  increases  in  the  resource  levels  of  the  Occupational  Safety  and  Health 
Administration,  particularly  in  the  enforcement  program  area,  will  have  an  impact  upon 
the  Review  Commission's  contested  caseload.  The  impact  will  either  be  increases  in 
contested  case  levels  above  the  estimated  number  or  changes  in  the  types  of  cases  being 
contested  before  the  Commission. 

The  cases  adjudicated  before  the  Commission's  administrative  law  judges  during 
FY  1993  and  thus  far  in  FY  1994,  have  become  more  difficult  and  require  a  greater 
amount  of  resources  to  adjudicate  than  those  in  past  years.  The  issues  involved  are  more 
complex;  pre-hearing  processing  time  requires  a  greater  amount  of  time  for  discovery, 
and  the  time  required  for  hearing  has  become  more  lengthy.  An  ergonomics  case  in 
Philadelphia  involved  12  weeks  of  hearing;  an  egregious  case  in  Illinois  involving  willful 
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and  ergonomic  issues  has  required  three  weeks  of  hearing  and  is  not  yet  complete;  and  a 
tuberculum  case  in  New  York  has  required  two  weeks  of  hearing  and  will  require  at  least 
three  additional  weeks  to  complete. 

The  administrative  law  judges  were  once  again  able  to  decrease  the  time  required 
for  adjudication  of  cases  in  FY  1993  from  95  days  to  79  days  for  cases  disposed  of 
without  trial  and  from  371  days  to  322  days  for  cases  that  went  to  trial.  However,  I  am 
concerned  that  this  trend  may  not  continue  given  the  nature  of  ALJ  cases  coming  before 
the  Commission. 

When  my  predecessor,  Commissioner  Foulke,  took  office  in  1990,  the  Commission 
had  a  staff  of  19  ALJs.  Today,  the  Commission's  ALJ  staff  consists  of  14 
judges,  with  one  of  them  being  on  extended  sick  leave  at  the  present  time  and  another 
having  just  returned  from  an  eight  month  sick  leave  absence.  Also,  fifty  percent  of  the 
present  ALJ  staff  is  eligible  for  retirement  and  I  anticipate  that  several  of  those  will 
occur  prior  to  the  end  of  FY  1995.   While  the  Commission's  FY  1994  funding  level  does 
not  provide  for  an  increase  in  ALJ  staff,  the  FY  1995  request  level  provides  for  one 
additional  ALJ  position.   It  is  highly  possible,  given  the  above  factors  and  considering 
potential  increases  in  the  contested  caseload  above  the  present  estimate,  that  a  significant 
increase  in  the  number  of  cases  pending  before  the  ALJs  could  occur  in  FY  1995. 

I  appreciate  the  opportunity  to  appear  before  you  today.  My  staff  and  I  will  be 
happy  to  answer  any  questions  that  you  or  other  members  of  the  Committee  may  have. 


/ 

1256 


BIOGRAPHY  OF 

STUART  E.  WEISBERG 

CHAIRMAN 

OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


Stuart  E.  Weisberg  assumed  his  duties  as  Chairman  of  the  Occupational  Safety  and 
Health  Review  Commission  on  February  23, 1994.  Mr.  Weisberg,  45,  was  nominated  to  the 
three-member  commission  by  President  Clinton  on  November  20, 1993,  and  was  confirmed 
by  the  Senate  on  February  8,  1994.  His  term  will  run  until  April  27,  1999. 

The  Review  Commission  is  an  independent  federal  agency  that  adjudicates  contested 
citations  issued  by  the  U.S.  Department  of  Labor  charging  employers  with  violating  health 
and  safety  standards  under  the  Occupational  Safety  and  Health  Act  of  1970. 

From  1984  to  1993,  Mr.  Weisberg  served  as  staff  director  and  chief  counsel  for  the 
House  Government  Operations  Subcommittee  on  Employment  and  Housing.  That  panel, 
chaired  by  Rep.  Tom  Lantos  (D-CA)  from  1987-1992  and  by  Rep.  Barney  Frank  (D-MA) 
from  1983-1986,  had  oversight  on  health  and  safety  issues  and  held  hearings  on  repetitive 
motion  hazards  in  the  workplace,  the  bloodborne  virus  standard,  and  the  chemical  process 
safety  standard.  While  in  that  position,  Mr.  Weisberg  directed  the  subcommittee's 
investigation  and  series  of  27  hearings  exposing  what  came  to  be  known  as  the  "HUD 
Scandal,"  involving  widespread  abuses,  influence  peddling  and  mismanagement  at  the 
Department  of  Housing  and  Urban  Development  during  the  Reagan  administration. 

-MORE- 
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A  native  of  Brooklyn,  N.Y.,  Mr.  Weisberg  graduated  from  Brandeis  University  magna 
cum  laude  with  Honors  in  Politics  (1971)  and  received  his  law  degree  from  the  University 
of  Pennsylvania  Law  School  (1974).  He  is  a  member  of  the  Bar  in  New  York  and  the 
District  of  Columbia,  and  in  1979  was  admitted  to  practice  before  the  US.  Supreme  Court. 

After  completing  law  school,  Mr.  Weisberg  worked  for  eight  years  as  an  attorney  and 
later  a  supervisor  in  the  General  Counsel's  Office  of  the  National  Labor  Relations  Board 
in  Washington,  D.C  In  May  1993,  he  returned  to  the  NLRB  to  serve  as  Assistant  Chief 
Counsel  to  Board  Member  Dennis  Devaney. 

Mr.  Weisberg  and  his  wife  Elizabeth  have  two  sons,  Andy,  6,  and  Eric,  4.  The  family 
resides  in  Bethesda,  MD. 


### 
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INCREASED  OSHA  ENFORCEMENT 

Ms.  PELOSI.  I  do  have  some  questions  for  you  and  your  associ- 
ates. 

As  you  indicated  in  your  full  statement,  the  administration  has 
proposed  a  new  enforcement  initiative  for  the  Occupational  Safety 
and  Health  Administration  and  has  requested  an  increase  of  11.6 
million  and  61  FTEs  for  this  purpose. 

Do  you  have  an  estimate  as  to  how  much  additional  work  this 
is  likely  to  generate  for  your  agency  and  what  additional  resources 
will  be  needed  to  address  it? 

Mr.  Weisberg.  Right.  I  think  the  key  one  is  the  Administrative 
Law  Judges,  because  we  do  not  control  our  caseload,  it  is  driven 
by  OSHA  enforcement.  The  more  inspections  that  OSHA  conducts, 
the  greater  the  number  of  contested  cases  that  will  come  before  the 
Commission.  Not  only  does  the  OSHA  budget  provide  for  61  addi- 
tional positions,  but  Secretary  Reich  has  also  announced  and  As- 
sistant Secretary  Dear  has  stated  that  OSHA  will  be  taking  man- 
agement and  supervisory  personnel  out  of  their  offices  to  actually 
go  out  in  the  field  to  augment  their  investigative  staff,  and  we  be- 
lieve that  that  would  significantly  increase  the  number  of  contested 
cases  that  will  come  before  the  Commission  and  its  judges. 

ADDITIONAL  ALJ  STAFF 

Ms.  Pelosi.  You  mentioned  in  your  statement  that  your  re- 
quested budget  would  fund  15  Administrative  Law  Judges.  How 
much  would  it  cost  to  hire  two  additional  ALJs  and  what  impact 
would  this  have  on  your  caseload? 

Mr.  Weisberg.  The  figure  that  I  was  given  is  approximately  be- 
tween $250,000  and  $275,000.  That  would  include  not  only  the 
judges'  salaries  and  benefits,  but  also  would  provide  for  the  addi- 
tional cost  of  transcripts,  since  we  will  then  be  able  to  conduct 
more  hearings. 

At  present,  each  of  our  judges  are  juggling  approximately  100 
cases.  As  I  remember,  having  been  in  Fisherman's  Wharf  in  San 
Francisco  and  seeing  the  jugglers  performing  there,  they  were 
great  when  they  were  juggling  five  balls,  but  add  a  sixth  ball  and, 
it  all  comes  tumbling  down.  I  am  afraid  we  are  in  that  same  situa- 
tion with  our  judges. 

In  talking  to  the  judges,  they  are  having  trouble,  but  they  are 
able  to  manage  juggling  100  cases.  Anything  in  addition  to  that 
might  send  the  whole  thing  toppling. 

Ms.  Pelosi.  What  was  your  original  budget  request  to  OMB? 

Mr.  Weisberg.  Our  original  budget  request  to  OMB  was  $8,045 
million.  I  should  just  add  that  I  have  been  on  board  less  than  three 
weeks  and  all  that  was  in  place  before  I  arrived. 

CASE  ADJUDICATION  TIME 

Ms.  Pelosi.  What  factors  have  contributed  to  the  decrease  in  the 
time  required  to  adjudicate  cases  at  both  the  Commission  Review 
and  the  Administrative  Judge  level? 

Mr.  Weisberg.  I  think  in  one  sense,  when  you  are  looking  at  the 
median  figures,  they  have  gone  down,  largely  through  the  efforts 
of  judges  in  acting  to  try  to  settle  cases.  However  I  think  when  one 
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takes  a  closer  look  at  the  situation,  one  finds  there  are  a  larger 
number  of  complex  cases. 

For  example,  Chief  Judge  Sommer  is  involved  right  now  with  a 
major  case  involving  enforcement  under  the  General  Duty  Clause 
to  protect  workers  from  tuberculosis.  That  case  is  against  Columbia 
Presbyterian  Hospital  and  involves  a  tremendous  number  of  expert 
witnesses.  He  has  had  two  or  three  weeks  of  hearings  already  and 
expects  another  month  of  hearing. 

We  had  an  ergonomics  case  which  literally  tied  up  one  judge  for 
three  months.  It  is  because  of  the  new  standards  coming  down  from 
OSHA.  The  complexity  is  much  greater  and  thus  they  take  much 
longer.  Also  with  more  days  of  hearing,  our  costs  for  transcripts 
have  gone  up  considerably  as  well. 

AUTOMATED  CASE  TRACKING  SYSTEM 

Ms.  Pelosi.  Appreciate  that.  Thank  you. 

How  much  is  included  in  your  budget  request  for  your  new  Auto- 
matic Case  Tracking  System  and  what  are  the  main  improvements 
this  new  system  will  achieve? 

Mr.  Weisberg.  I  will  ask  our  Director  of  Administration  and 
Management,  Larry  Hoss,  to  deal  with  that. 

Mr.  HOSS.  There  is  about  $25,000  included  in  the  1995  budget 
request.  A  majority  of  the  cost  of  revising  our  case  tracking  system 
has  already  been  met  out  of  the  1993  budget. 

Ms.  Pelosi.  We  appreciate  that. 

As  with  the  other  witnesses,  we  will  have  a  number  of  questions 
to  submit  to  you  in  writing  and  would  appreciate  your  response  in 
writing  as  well.  Thank  you  once  again  for  your  testimony  today  and 
for  your  presence  here. 

Mr.  Weisberg.  It  was  a  pleasure. 

Ms.  Pelosi.  Thank  you  very  much. 

That  being  our  final  panel  of  witnesses,  the  committee  is  ad- 
journed until  10:00  a.m.,  March  22nd.  Thank  you. 

[Questions  and  answers  for  the  record  and  the  justifications  fol- 
low:] 
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Mr.  Natcher: 
Mr.  Weisberg: 


Mr.  Natcher: 


Mr.  Weisberg: 


Mr.  Natcher: 


Mr.  Weisberg: 


AUTOMATION 

Are  all  of  your  offices  computerized? 

All  of  the  Commission's  offices  are 
computerized.   Each  of  the  offices  involved  in 
the  case  adjudication  process  have  the  ability  to 
update  the  automated  case  tracking  system.   In 
addition,  each  of  the  Commission's  attorneys 
and  support  staff  are  equipped  with  a  personal 
computer. 

Are  your  judges  using  computers  in  drafting 
their  decisions? 

Only  a  few  of  the  ALJs  presently  utilize 
computers  in  the  preparation  of  case  decisions. 
The  Commission  has  provided  a  personal 
computer  to  those  ALJ's  who  have  requested 
one  to  assist  them  in  their  work  process. 

Do  you  have  any  laptop  computers  for  the 
judges  to  use  while  in  travel  status? 

There  are  no  laptop  computers  available  for  the 
ALJ's  to  use  in  travel  status.   It  is  an  issue  we 
are  examining  based  on  need  for  laptop 
computers  and  limited  resources. 


Mr.  Natcher: 


Mr.  Weisberg: 


MOVE 

The  Commission  has  finally  completed  its 
forced  move  last  year  and  is  now  located  in  a 
much  higher  rent  space.   How  do  your  current 
space  rental  costs  compare  with  the  rental  costs 
before  your  move,  both  in  dollars  and  as  a 
percentage  of  the  overall  budget? 

The  Commission's  National  Office  rental  costs 
for  FY  1994  at  the  new  rental  rate  will  be 
$883,500.  That  is  an  increase  of  $349,500  or 
65%!   In  FY  1995,  the  National  Office  rental 
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cost  will  be  $915,000,  an  increase  of  $363,000  or 
68%  higher  than  the  cost  prior  to  the 
relocation. 

In  FY  1994  and  FY  1995,  National  Office  rental 
costs  at  the  current  rate  will  require  eleven 
percent  (11%)  of  the  Commission's  budgetary 
resources.   Prior  to  the  National  Office 
relocation,  the  rental  cost  would  have  been 
seven  (7%)  of  both  the  FY  1994  and  the  FY 
1995  fiscal  years. 


STAFFING 


Mr.  Natcher: 


Mr.  Weisberg: 


Mr.  Natcher: 


Mr.  Weisberg: 


Is  the  Commission  subject  to  the  President's 
Executive  Order  to  reduce  Federal 
employment? 

The  Commission,  as  all  agencies  with  less  than 
100  FTE,  is  exempt  from  the  Executive  Order 
12839  to  reduce  federal  employment  by  100,000 
FTE's  by  the  end  of  FY  1995. 

With  regard  to  the  Executive  Order  to  reduce 
federal  employment  by  252,000  FTE  by  FY 
1999,  the  Commission  is  not  exempt.   However, 
the  Office  of  Management  and  Budget  has 
advised  that  the  implementation  of  this  order 
will  not  be  accomplished  by  a  straight  across  the 
board  reduction  in  each  agency  and  it  remains 
to  be  determined  if  the  Commission  or  similar 
small  agencies  will  be  exempted  from  this 
Executive  Order  as  well. 

What  are  your  FTE  ceilings  for  1994  through 
1995  and  how  do  they  compare  to  budgeted 
staffing  levels? 

The  Commission's  FTE  and  budgeted  ceiling 
are  the  same.  The  ceiling  is  77  FTE  for  both 
FY  1994  and  FY  1995. 
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PAY  INCREASES 


Mr.  Natcher: 


Mr.  Weisberg: 


What  was  the  amount  of  the  locality  pay 
increase  that  went  into  effect  on  January  1, 
1994  and  how  are  you  absorbing  this 
unbudgeted  cost  in  1994? 

The  locality  pay  increase,  effective  January  9, 
1994,  increased  the  Commission's  pay  and 
benefit  cost  for  FY  1994  by  $171,000  which  was 
not  budgeted  for.  The  Commission  is 
attempting  to  absorb  this  increase  by  not  filling 
vacant  positions  (primarily  ALJ's)  as  they  occur. 
Other  measures  being  used  are  a  close 
maintaining  of  nonpay  requirements  to  hold 
them  at  a  minimum  level  where  possible. 


Although  every  effort  possible  will  be  made  to 
absorb  the  increased  pay  costs,  as  well  as  the 
increased  rental  costs,  within  the  FY  1994 
appropriation,  the  Commission  may  be  required 
to  stop  all  adjudicatory  hearings  later  on  in  the 
fiscal  year  or  possibly  implement  a  furlough  of 
all  staff  for  three  or  four  days  during  the  final 
quarter  of  FY  1994. 

The  FY  1994  locality  pay  increase  was  not 
included  in  the  FY  1995  request.   When 
annualized  for  FY  1995,  that  cost  will  be 
$214,000. 


Mr.  Natcher: 


Mr.  Weisberg: 


How  much  is  included  in  your  budget  for  a 
January,  1995  pay  raise  and  what  percentage 
increase  is  this  based  upon? 

The  pay  increase  for  January  1995  is  presently 
planned  to  be  2%  and  will  cost  approximately 
$80,000.  That  estimated  amount  was  included 
in  the  Commission's  FY  1995  request  to  OMB. 
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Mr.  Natcher: 


Mr.  Weisberg: 


How  much  is  included  in  your  budget  for  a 
January,  1995  locality  pay  increase  and  what 
percentage  increase  is  this  based  upon? 

The  Commission's  FY  1995  budget  request  does 
not  include  any  funding  requirements  for  a 
locality  pay  increase  in  January  1995. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

1120  20th  Street,  N.W.  -  9th  Floor 

Phone  (202)  606-5390 

Summary 

The  Occupational  Safety  and  Health  Review  Commission  (OSHRC)  is  an  independent 
quasi-judicial  adjudicatory  agency  established  by  the  Occupational  Safety  and  Health  Act  of 
1970  ("Act")  (84  Stat.  1590;  29  U.S.C.  §§  651-678). 

Under  the  Act,  the  Review  Commission  is  delegated  the  responsibility  to  adjudicate  cases 
forwarded  to  it  by  the  Department  of  Labor  when  disagreements  arise  over  the  results  of 
safety  and  health  inspections  performed  by  the  Occupational  Safety  and  Health 
Administration  (OSHA).  The  Act  provides  that  employers  have  the  right  to  contest  any 
alleged  job  safety  or  health  violation  cited  as  a  result  of  an  inspection  by  OSHA  the 
penalties  proposed  by  OSHA  as  a  result  of  the  alleged  violation,  and/or  the  time  period 
given  by  OSHA  to  correct/abate  any  alleged  hazardous  situation.  Affected  employees  and 
their  representatives  may  initiate  an  action  before  the  Commission  by  challenging  the 
propriety  of  the  time  period  OSHA  has  allowed  for  correction  of  any  alleged  violative 
condition. 

The  principal  (national)  office  of  the  Review  Commission  is  located  in  Washington,  D.C. 
There  are  also  four  regional  offices  where  some  of  the  Review  Commission's  Administrative 
Law  Judges  and  staff  are  assigned. 

Occupational  Safety  and  Health  Review  Commission 
Regional  Offices 


Address 


Phone 


Atlanta,  GA  30309 
1365  Peachtree  St.  NE 

Boston,  MA  02109 
John  W.  McCormack  Post 
Office  and  Courthouse 


(404)  347-4197 
FTS  8(404)347-4197 

(617)  223-9746 
FTS  8(617)223-9746 


Dallas,  TX  75242 
1100  Commerce  St 

Denver,  CO  80204 
1244  North  Speer  Blvd. 


(214)  767-5271 
FTS  8(214)729-5271 

(303)  844-2281 
FTS  8(303)564-2281 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
MISSION  STATEMENT  AND  BUDGET  SUMMARY 

The  Occupational  Safety  and  Health  Review  Commission  ["the  Commission"]  is  an 
independent  quasi-judicial  adjudicatory  agency  established  under  the  Occupational  Safety 
and  Health  Act  of  1970,  29  U.S.C  651  et  seq.  ["the  Act"].  Primarily  composed  of  three 
Commission  members  (Commissioners),  appointed  by  the  President  with  the  advice  and 
consent  of  the  U.S.  Senate,  and  a  corps  of  Administrative  Law  Judges  (ALIs),  the 
Commission  functions  as  the  court  to  effect  the  just  and  expeditious  adjudication  of  disputes 
between  the  Occupational  Safety  and  Health  Administration  (OSHA),  an  agency  of  the  U.S. 
Department  of  Labor,  and  employers  charged  with  violations  of  safety  and  health  standards 
enforced  by  OSHA  The  agency  staffing  presently  consists  of  73  Full  Time  Equivalent 
positions.  It  is  anticipated  that  the  Commission  will  average  75  full  time  employment 
positions  during  Fiscal  Years  1994  and  1995. 

The  Commission  has  a  two- tier  system  for  adjudicating  contested  OSHA  cases.  At 
the  first  level,  proceedings  are  conducted  before  an  ALJ  of  the  Commission.  When  a  case 
at  this  level  cannot  be  concluded  by  settlement  or  upon  motion,  it  is  decided  by  an  ALJ  after 
a  hearing  is  conducted  in  accordance  with  the  Commission's  Rules  of  Procedure  and  the 
Administrative  Procedure  Act.  At  the  second  level  of  proceedings,  the  Commissioners 
review  cases  to  assure  consistent  application  of  precedent  and  to  formulate  case  law  with 
regard  to  new  OSHA  standards,  as  well  as  to  issue  rulings  deciding  complicated  and  novel 
issues.  Any  one  Commissioner,  acting  alone,  can  direct  review  of  any  ALT  decision.  Unless 
a  Commissioner  directs  a  case  for  review  within  30  days,  the  ALJ  decision  becomes  the  final 
order  of  the  Commission.  The  Commissioners  normally  decide  each  case  based  upon  a 
review  of  the  record,  which  includes  briefs  filed  by  the  parties,  and,  in  special  cases,  upon 
oral  argument  engaged  in  by  the  parties  before  the  Commissioners.  With  the  exception  of 
directing  cases  for  review,  the  Act  requires  a  quorum  of  two  Commissioners  and  the 
affirmative  vote  of  two  Commissioners  for  the  Commission  to  take  official  action. 

\  The  President's  budget  includes  $7,655,000  for  the  Commission  in  FY  1995. 
This  requested  amount  is  $293,000  above  the  Fiscal  Year  1994  appropriated  level.  The 
staffing  level  for  the  Commission  is  expected  to  average  75  full  time  FTE  for  Fiscal  Years 
1994  and  1995  based  upon  the  present  Commission  member  vacancy  and  anticipated 
retirements  within  the  Administrative  Law  Judge  program  during  the  next  two  fiscal  years. 
However,  it  should  be  noted  that  the  requested  funding  level  does  not  include  funds  to 
provide  for  a  locality  pay  increase  in  Fiscal  Year  1995.  The  cost  of  that  increase  for  Fiscal 
Year  1994  is  approximately  $171,000,  which  must  be  absorbed  within  the  appropriated 
funding  level  for  1994. 
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National  Office  Relocation 

The  Commission's  National  Office  in  Washington,  D.C.  was  relocated  from  1825  K 
Street,  N.W.  to  1120  20th  Street  N.W.,  on  May  1,  1993.  This  relocation  has  resulted  in  an 
increase  in  rental  payments  to  the  General  Services  Administration  of  $288,000  for  Fiscal 
Year  1994  and  an  additional  $834,000  in  Fiscal  Year  1995.  The  Commission's  funding  level 
for  Fiscal  Years  1994  and  1995  continues  to  be  impacted  significantly  by  this  action. 

Case  Load 

During  Fiscal  Year  1993,  the  Commission  received  3,571  contested  cases,  which  was 
a  decrease  of  369  cases  from  the  Fiscal  Year  1992  contest  level.  The  decrease  in  the 
contested  case  level  in  all  probability  can  be  attributed  at  least  in  part  to  the  lack  of  an 
Assistant  Secretary  for  the  Occupational  Safety  and  Health  Administration  at  the 
Department  of  Labor  for  most  of  Fiscal  Year  1993.  With  the  appointment  of  a  new 
Assistant  Secretary,  Mr.  Joseph  Dear,  giving  consideration  to  statements  issued  by  the 
Secretary  of  Labor  and  Mr.  Dear,  the  Commission  is  projecting  a  6%  increase  in  contested 
cases  in  Fiscal  Year  1994  to  3,800  cases  and  a  5%  increase  above  that  level  in  Fiscal  Year 
1995  to  4,000  contested  cases. 

There  appears  to  be  some  correlation  between  the  development  and  enforcement  of 
new  standards  by  the  Occupational  Safety  and  Health  Administration  and  increases  in 
contested  cases  at  the  Commission.  The  Assistant  Secretary  has  stated  that  one  of  his  goals 
for  Fiscal  Year  1994  is  to  emphasize  the  development  of  new  standards  during  Fiscal  Year 
1994.  Should  the  Assistant  Secretary  be  successful  in  accomplishing  all  or  part  of  this 
objective,  the  Commission's  estimate  of  new  cases  for  Fiscal  Year  1995  may  be  exceeded  by 
a  significant  number. 

In  regard  to  the  disposition  of  cases  at  the  Commission  Review  and  Administrative 
Law  Judge  levels,  the  Commission  issued  91  decisions  during  Fiscal  Year  1993  and  reduced 
the  number  of  cases  pending  review  by  13  percent  from  the  Fiscal  Year  1992  level.  The 
issuance  of  89  decisions  represents  the  largest  number  of  decisions  issued  in  a  fiscal  year 
since  1983. 

At  the  Administrative  Law  Judge  level,  case  dispositions  increased  from  3,679 
dispositions  in  Fiscal  Year  1992  to  3,793  dispositions  in  Fiscal  Year  1993.  Also,  the  time 
required  to  dispose  of  cases  at  this  level  decreased  from  371  days  in  Fiscal  Year  1992  to  322 
days  in  Fiscal  Year  1993  for  contested  cases  that  were  disposed  of  by  a  full  hearing  process. 

Approximately  seventy  percent  (70%)  of  the  Commission's  Administrative  Law  Judge 
staff  is  eligible  to  retire  at  the  present  time.  In  February  of  this  year,  most  of  the  judges  will 
attain  a  new  high  three  year  average  salary  under  the  revised  ALJ  pay  system  that  was 
established  three  years  ago.  Based  upon  this,  the  Commission  anticipates  some  retirements 
in  the  ALJ  staff  during  the  remainder  of  Fiscal  Year  1994  and  continuing  into  Fiscal  Year 
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1995.  Because  of  limited  current  and  projected  funding  levels,  it  may  be  necessary  to  delay 
the  filling  of  those  vacancies  for  various  periods  of  time.  Those  determinations  will  be  made 
on  a  case-by-case  basis. 

The  results  of  this  action,  if  necessary,  will  cause  increases  in  the  number  of  cases 
pending  before  the  Administrative  Law  Judges,  increase  the  disposition  time  of  cases 
decided  by  the  judges,  and  increase  travel  costs  because  of  the  necessity  to  have  judges 
(ravel  greater  distances  than  usual  to  allow  adjudication  in  areas  that  might  have  a 
temporary  shortage  of  judges. 

With  respect  to  administrative  program  initiatives,  the  Commission  is  presently 
undergoing  a  major  revision  in  the  automated  case-tracking  area.  When  completed,  by  the 
end  of  Fiscal  Year  1995,  the  revised  system  is  expected  to  provide  data  that  is  more 
accurate,  informative,  and  up-to-date,  and  which  will  enhance  the  usefulness  of  the  data  to 
all  program  areas. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

WITNESS  LIST 


IOULKE,  Edwin  G.,  Jr. 
COLLINS,  Jan  S. 
OH  MAN,  Earl  R.,  Jr. 
SOMMER,  Irving 

HOSS,  Larry  A. 


CHAIRMAN 

EXECUTIVE  DIRECTOR 

GENERAL  COUNSEL 

CHIEF  ADMINISTRATIVE 
LAW  JUDGE 

DIRECTOR,  OFFICE  OF 
ADMINISTRATION  &  MANAGEMENT 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

Salaries  and  Expenses 


For  the  expenses  necessary  for  the  Occupational  Safety  and  Health  Review 
Commission  (29  U.S.C.  661),  ($7,362,000]  $7,655,000.  (Departments  of  Labor,  Health  and 
I  luman  Services,  and  Education,  and  Related  Agencies  Appropriations  Act,  1994.) 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

Salaries  and  Expenses 

Amounts  Available  for  Obligation 

FTE  FTE  FTE 

1993  Employment  J994  Employment  1995  Employment 

Appropriatian  $7,112,000      74  $7,362,000      75  $7,655,000      75 
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BUDGET  AUTHORITY  AND  STAFFING  BY  ACnVTTV 


1993  Base  1994  Base  1995  Request  Increase     or 

Decrease 

FTE Amount  FTE Amount  FTE       Amount  FTE     Amount 

Commission  Review  25        $2,193,000  25        $2,272,000  25        $2,363,000  0    $  +  91,000 

Administrative  Law 

Judge  Determinations        31        $3,505,000  32        $3,632,000  32        $3,776,000  0      +144,000 

Administration  18        $1,407,000  18        $1,458,000  18        $1,516,000  0      +  58,000 

Unobligated  Balance  Lapsing  5,000 


AUTFIORITYGET  ?*        $7'112'0°°      75        J7'362'000      75        $7,655,000      0    $+293,000 
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SUMMARY  OF  CHANGES 


1994  Estimated  Obligations 

1995  Estimated  Obligations 

Net  Change 

$7,362,000 
$7,655,000 
$  +  293,000 

Program 
Base 

Change  From 
Base 

INCREASES: 

Personnel  Compensation 
Personnel  Benefits 
Travel  &  Transportation  of  People 
Transportation  of  Things 
Office  Space  Rental  Payments 
Other  Rent,  Communications 
Other  Services 
Equipment 

4,888,000 

764,000 

65,000 

8,000 

1,151,000 

77,000 

295,000 

5,000 

+  160,000 
+  27,000 
+  20,000 
+    2,000 
+  34,000 
+  19,000 
+  10,000 
+  25,000 

TOTAL  INCREASES 
DECREASES: 

Printing  and  Reproduction 
TOTAL  DECREASES 


15,000 


+297,000 

-  4,000 

-  4,000 
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BUDGET  AUTHORITY  BY  OBJECT  CLASS 

1993 
Actual 

1994 
Estimate 

1995 
Request 

Increase  or 
Decrease 

Full  Time  Equivalent 
Employment 

74 

75 

75 

— 

Full  Time  Equivalent  of 
other  positions 

— 

— 

— 

— 

Total  Full  Time 
Equivalent 

74 

75 

75 

... 

Personnel  Compensation: 
Permanent  Positions 


4,815,000        4,888,000        5,048,000         +160,000 


Positions  other  than 
SUBTOTAL:  Pers.  Comp. 

Personnel  Benefits 
Benefits  for  Former 

Personnel 
Travel  &  Trans,  of  Persons 
Transportation  Costs 
Rent,  Comm.  &  Utilities: 

Standard  Level  Charges 
Other  Rent,  Communications 

and  Utilities 
Printing  and  Reprod. 
Other  Service  Costs 
Supplies  and  Materials 
Equipment 
Unobligated  Bal.  Lapsing 


,815,000 

4,888,000 

5,048,000 

+  160,000 

722,000 

764,000 

791,000 

+  27,000 

105,000 

8,000 

863,000 

65,000 
8,000 
1,151,000 

85,000 

10,000 

1,185,000 

+  20,000 
+    2,000 
+  34,000 

82,000 

11,000 
284,000 

99,000 
116,000 

7,000 

77,000 

15,000 

295,000 

94,000 

5,000 

96,000 
11,000 
305,000 
94,000 
30,000 

+  19,000 

-   4,000 

+  10,000 

+  25,000 

TOTAL  BUDGET  AUTHORITY 

BY  OBJECT  7,112,000 


7,362,000         7,655,000       +293,000 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

Detail  of  Full-Time  Positions 


1993 

1994 

1995 

/IEW 

Actual 

Estimate 

Request 

COMMISSION  RE> 

Executive  Level  III 

1 

1 

1 

Executive  Level  IV 

2 

2 

2 

ES-6 

1 

1 

1 

liS-3 

1 

1 

1 

CM- 15 

4 

1 

1 

CM-14 

8 

0 

0 

OS- 15 

0 

3 

3 

CS-14 

0 

9 

9 

OS- 13 

1 

0 

0 

CS-12 

1 

1 

1 

C.S-IO 

2 

2 

2 

GS-9 

2 

2 

2 

( iS-7 

2 

2 

2 

Subtotal 

25 

25 

25 

Average  ES  Level 

4.5 

Average  ES  Salary 

$113,350 

Average  GS/CM  Gr 

ide 

12.50 

Average  GS/GM  Sa 

ary 

$60,055 

ADMINISTRATIVE  LAW  JUDGE 

ALII 

1 

1 

1 

AL-lll 

13 

14 

14 

GS/GM- 14 

3 

4 

4 

GS-13 

1 

1 

1 

GS-12 

1 

0 

0 

GS-II 

6 

6 

6 

GS-8 

3 

2 

3 

GS-7 

2.5 

4 

3 

GS-c> 

^5 

0 

0 

Subtotal 

31 

32 

32 

Average  AL  Level 

2.93 

Average  AL  Salary 

$103,016 

Average  GS/GM  Gr 

ade 

10.59 

Average  GS/GM  Sa 

ary 

$45,606 
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1993 

1994 

1995 

Actual 

Estimate 

Request 

ADMINISTRATION 

l-S-ft 

1 

1 

1 

GM  15 

2 

2 

2 

GM-14 

1 

0 

0 

GS-14 

0 

1 

1 

GS/GM-13 

3 

3 

3 

GS-12 

1 

1 

1 

GS-II 

2 

2 

2 

GS-IO 

2 

2 

2 

GS-9 

1 

1 

1 

GS-8 

3 

3 

3 

c;s-7 

1 

1 

1 

XP-8 

Subtotal 

J 
18 

1 
18 

1 
18 

Average  ES  Level  6 

Average  ES  Salary  $120,594 

Average  GS/GM  Grade  11 

Average  GS/GM  Salary  $48,967 

Total  lull-time  permanent 

positions,  end  of  year  74  75  75 

I'ull-iime  equivalent  (FTE) 

usage  74  75  75 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
AUTHORIZING  LEGISLATION 


1995 


Appropriation 

legislation  Authorized  Reqi  ested 

Occupational  Safety  and  Health  Act: 

Section  12  of  the  Act  of 

December  29,  1970  (P.L.  91-596)  Indefinite  $7,655,000 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
SALARIES  AND  EXPENSES 
Budget 


Estimate 

House 

Senate 

Year 

to  Congress 

Allowance 

Allowance 

Appropriation 

1971 

$     75,000 

$     75,000 

$     75,000 

$      75,000 

1972 

400,000 

400,000 

400,000 

1,592,000 

1973 

5,979,000 

5,979,000 

5,979,000 

3,850,000 

1974 

4,890,000 

4,890,000 

4,890,000 

4,687,000 

1975 

5,720,000 

5,512,000 

5,700,000 

5,512,000 

1976 

5,806,000 

5,769,000 

5,769,000 

5,769,000 

I9TO 

1,464,000 

1,464,000 

1,464,000 

1,464,000 

1977 

6,280,000 

6,607,000 

6,607,000 

6,607,000 

1978 

7,150,000 

7,150,000 

7,150,000 

7,150,000 

1979 

7,658,000 

7,658,000 

7,658,000 

7,658,000 

1980 

7,450,000 

7,450,000 

7,450,000 

7,450,000 

1981 

7,806,000 

7,806,000 

7,806,000 

7,806,000 

1982 

7,787,000 

7,787,000 

7,387,000 

7,092,000 

1983 

6,316,000 

6,316,000 

6,316,000 

6,316,000 

1984 

6,331,000 

5,982,000 

6,339,000 

5,982,000 

1985 

6,143,000 

6,143,000 

6,143,000 

6,143,000 

1986 

5,742,000 

5,901,000 

5,901,000 

*5,647,000 

1987 

5,750,000 

5,647,000 

5,750,000 

5,750,000 

1988 

6,232,000 

5,885,000 

5,885,000 

5,885,000 

1989 

6,002,000 

5,831,000 

5,831,000 

5,845,000 

1990 

5,970,000 

5,970,000 

5,970,000 

5,970,000 

1991 

6,401,000 

6,401,000 

6,401,000 

**6,401,000 

1992 

6,711, (KM) 

6,497,000 

6,497,000 

6,711,000 

1993 

7,241,000 

7,169,000 

7,169,000 

***7,169,000 

1994 

7,262,000 

7,362,000 

7,362,000 

7,362,000 

1995 

7,655,000 

** 


Includes  reductions  pursuant  to  PL  99-177 

Reduced  to  $6,247,000  pursuant  to  Omnibus  Budget  Reconciliation  Act  of  1990 
*  Reduced  to  $7,112,000  pursuant  to  PL  102-394 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


1993  Base 
FTE    Amount 


1994  Base 
FTE    Amount 


1995  Request 
FTE    Amount 


Increase 
or  Decrease 
FTE    Amount 


Personnel  Comp.       74 
and  Benefits 


Other  Expenses 
TOTAL 


74 


$5,537,000      75        $5,652,000      75        $5,839,000 

$1,568,000  $1,710,000  $1,816,000 

$7,105,000      75        $7,362,000      75        $7,655,000 


+ 187,000 

+  106,000 
+293,000 


The  Occupational  Safety  and  Health  Review  Commission  (OSHRC)  was  established 
on  April  28,  1971,  pursuant  to  the  Occupational  Safety  and  Health  Act  of  1970  (PL  91-596). 
The  agency  adjudicates  issues  in  dispute  between  the  U.S.  Department  of  Labor's 
Occupational  Safety  and  Health  Administration  (OSHA)  and  employers  (or  their  employees) 
to  whom  OSHA  has  issued  citations  alleging  a  violation  of  the  Act. 

Hearings  on  the  citations  are  held  as  near  as  possible  to  where  the  alleged  violation 
occurred  by  Review  Commission  Administrative  Law  Judges  who  issue  decisions  as  to  the 
issues  in  dispute.  The  judges'  decisions  can  be  appealed  to  the  full  Commission  within  30 
days  from  the  issuance  of  the  decision.  If  any  one  of  three  Review  Commission  members 
directs  review  of  the  judge's  decision  during  that  30-day  period,  the  Review  Commission  will 
examine  the  record  and  render  a  decision  on  this  case  by  either  affirming,  modifying  or 
vacating  the  AU's  decision.  If  no  member  of  the  Review  Commission  directs  review  during 
the  30-day  period,  the  judge's  report  becomes  final.  All  decisions  issued  by  the  Review 
Commission  are  subject  to  direct  appeal  to  the  U.S.  Courts  of  Appeal. 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


1994  Base 
FTE    Amount 

1995  Request 
FTE    Amount 

Increase  or  Decrease 
FTE    Amount 

Personnel  Comp. 
and  Benefits 

25 

$1,992,000 

25        $2,031,000 

$  +39,000 

Other  Expenses 

280,000 

332,000 

+52,000 

TOTAL 

25 

$2,272,000 

25        $2,363,000 

$  +91,000 

COMMISSION  REVIEW 

The  review  function  is  accomplished  by  the  Commissioners'  staffs  (9  FTE)  and  the 
Office  of  the  General  Counsel  (16  FTE). 

When  a  case  is  directed  for  review  by  one  of  the  Review  Commission  Members,  the 
case  is  assigned  to  the  Office  of  the  General  Counsel.  Following  the  submission  of  briefs, 
it  is  assigned  to  an  attorney,  who  is  responsible  for  the  case  until  it  is  issued  as  a  final 
Commission  Order.  The  attorney  prepares  a  decisional  memorandum  or  a  draft  decision 
depending  upon  the  complexity  of  the  case.  The  case  then  generally  proceeds  through  the 
following  steps  in  the  decisional  process: 

1.  The  decisional  memorandum  or  draft  decision  is  presented  at  a  meeting  of  the 
three  Commissioners  for  their  votes.  If  the  case  is  presented  in  the  form  of  a  decisional 
memorandum,  a  draft  decision  is  prepared  following  the  meeting  in  accordance  with  the 
votes  of  the  Commissioners.  If  the  case  is  prepared  in  the  form  of  a  draft  decision,  the  draft 
is  either  accepted  or  revised  in  accordance  with  the  instructions  of  the  Commissioners. 
Following  revision,  draft  decisions  are  circulated  as  proposed  decisions  to  the  Commissioners 
for  signature. 

2.  After  signature  by  the  Members,  the  proposed  decision  is  issued  as  a  final 
Commission  Order.  In  cases  in  which  an  individual  Commission  Member  wishes  to  file  a 
separate  opinion,  the  separate  opinion  normally  is  filed  after  the  majority  has  signed  the 
proposed  decision.  A  decision  or  separate  opinion  may  be  revised  several  times  before 
issuance  as  a  final  order. 

Accomplishments 

The  Commission  operated  throughout  FY  1993  with  a  quorum.  Commissioner 
Donald  G.  Wiseman's  term  expired  on  April  27,  1993.  His  position  remains  vacant  to  date. 
Commission  case  production  was  not  adversely  affected  by  the  vacancy.  A  total  of  79  new 
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cases  were  received  at  the  review  level  in  FY  1993.  During  the  same  time,  the  Commission 
issued  91  decisions.  Fiscal  year  1993  ended  with  73  cases  pending  at  the  review  level. 

Two  accomplishments  of  the  Commission  in  FY  1993  are  worthy  of  mention.  First, 
the  Commission  set  a  new  record  for  the  number  of  cases  issued  in  one  fiscal  year  at  its 
current  staffing  levels.  This  resulted  in  a  substantial  reduction  in  the  number  of  pending 
cases  from  85  at  the  end  of  FY  1992  to  73  at  the  end  of  FY  1993.  Second,  the  Commission 
was  able  to  reduce  the  average  age  of  pending  cases  for  the  third  consecutive  year.  During 
FY  1993,  the  average  age  of  cases  pending  on  review  was  lowered  to  about  9Yi  months.  The 
reduction  is  not  as  large  as  last  year,  but  still  the  average  age  of  pending  cases  is  less  than 
one-half  of  the  average  at  the  beginning  of  FY  1991.  The  sole  functions  of  the  Review 
Commission  are  the  prompt  and  fair  adjudication  of  all  cases  to  come  before  it.  In  this 
regard,  both  accomplishments  of  FY  1993  represent  further  significant  strides  toward  an 
acme  of  adjudication. 

Projections: 

The  Commission  estimates  that  it  will  receive  approximately  75  new  cases  on  review 
in  FY  1994.  The  estimate  is  essentially  the  same  as  the  number  of  new  cases  received  both 
in  FY  1992  and  FY  1993.  At  this  time,  the  number  and  types  of  cases  presently  pending 
before  the  Commission's  Administrative  Law  Judges  do  not  suggest  a  significant  change  from 
the  past  two  years  in  the  number  of  new  cases  to  be  reviewed  in  FY  1994.  The  vacancy 
created  by  the  expiration  of  former  Commissioner  Donald  G.  Wiseman's  term  on  April  27, 
1993  is  expected  to  be  filled  in  the  next  two  months.  It  also  is  expected  that  the  new 
Member  will  be  named  Chairman  of  the  agency.  Typically,  the  arrival  on  board  of  a  new 
Member  slows  case  production  somewhat  until  the  individual  becomes  comfortable  with 
Commission  operations.  Even  more  is  required  of  a  new  Chairman.  Nevertheless,  the 
Commission  optimistically  hopes  to  issue  about  84  decisions  in  FY  1994.  Based  on  these 
estimates,  the  Commission  would  end  FY  1994  with  approximately  64  pending  cases. 

The  current  estimates  for  FY  1995  are  approximately  the  same  as  for  FY  1994.  The 
Commission  presently  expects  to  receive  about  75  new  cases  on  review  in  FY  1995. 
Approximately  80  cases  are  to  be  decided  and  issued.  As  a  result,  FY  1995  would  end  with 
about  59  cases  pending  on  review  before  the  Commission.  It  should  be  noted  that  the  term 
of  Chairman  Edwin  G.  Foulke,  Jr.  will  expire  on  April  27,  1995.  If  not  reappointed,  a 
vacancy  will  be  created,  but  a  quorum  will  not  be  affected.  Current  incoming  caseload 
estimates  may  prove  modest  if  Labor  Department  enforcement  levels  are  increased 
substantially.  The  FY  1995  estimate  of  incoming  caseload  is  more  vulnerable  to  this 
possibility  than  FY  1994. 


17 


TABLE  1 


1285 


COMMISSION  REVIEW 


FISCAL 

AU 

NEW  CASES 

■ 

PENDING  AT 

YEAR 

DEC. 

ON  REVIEW 

% 

DISPO. 

END  OF  FY 

1986 

1,518 

45 

3.0 

76 

65 

1987 

1,813 

34 

1.9 

60 

39 

1988 

2,279 

44 

1.9 

6 

77 

1989 

3,163 

44 

1.4 

51 

70 

I'M) 

3,362 

63 

1.7 

25 

108 

1991 

3,490 

64 

1.8 

86 

86 

1992 

3,679 

77 

2.1 

78 

85 

1993 

3,793 

79 

2.1 

91 

73 

1994  (est.) 

3,890 

75 

2.0 

84 

64 

1995  (est.) 

3,950 

75 

1.9 

80 

59 

TABLE  2 


AU  CASES  REVIEWED 


FY  1986 
FY  1987 
FY  1988 
FY  1989 
FY  1990 
FY  1991 
FY  I9<>2 
FY  1993 
FY  1994 
FY  1995 


1,518 

1,813 

2,279 

3,163 

3,362 

3,490 

3,679 

3,793 

3,890  (est.) 

3,950  (est.) 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

1994  Base  1995  Request  Increase  or  Decrease 

FTE       Amount        FTE       Amount        FTE       Amount 


Personnel  Compensation 
and  Benefits 

Other  Expenses         


32           $2,610,000     32          $2,733,000 
1.022.000 1.043.000 


$+123,000 
+  21.000 


TOTAL 


32  $3,632,000     32  $3,776,000 


$+144,000 


ADMINISTRATIVE  LAW  JUDGES 

The  function  of  the  Commission's  Administrative  Law  Judges  is  to  adjudicate  cases 
brought  by  the  Secretary  of  Labor  under  the  Occupational  Safety  and  Health  Act  of  1970 
(Act).  The  ALJ  has  the  responsibility  for  safeguarding  both  the  rights  of  the  respondents 
and  the  interests  of  the  public  in  the  administration  of  justice.  The  Judge's  mandate  is  to 
conduct  formal  hearings  and  related  proceedings  in  an  efficient,  expeditious  and  fair  manner 
in  order  to  meet  the  agency's  mission  of  speedy  and  fair  adjudication  of  contested  cases. 

Under  section  10(a)  of  the  Act  an  employer  has  15  working  days  from  the  date  of 
receipt  of  the  citation  from  the  Occupational  Safety  and  Health  Administration  (OSHA) 
following  an  inspection  of  the  employer's  worksite,  noting  the  violations  alleged  and  the 
proposed  penalty  in  which  to  file  a  notice  of  contest.  Section  10(c)  of  the  Act  provides  that 
when  a  notice  of  contest  has  been  filed,  "  the  Secretary  shall  immediately  advise  the 
Commission  of  such  notification,  and  the  Commission  shall  afford  an  opportunity  for  a 
hearing...."  Under  the  Commission  Rules  of  Procedure,  all  contested  cases  are  docketed  by 
the  Commission  Executive  Secretary  and  forwarded  to  the  Office  of  the  Chief  Judge.  The 
Chief  Judge  is  responsible  for  monitoring  the  cases  awaiting  the  joinder  of  issues  and 
disposes  of  all  pending  motions  before  assigning  the  cases  to  the  Judges  in  the  Commission's 
regional  and  national  offices.  The  cases  are  assigned  in  a  manner  consistent  with  the 
requirements  of  the  Administrative  Procedure  Act. 

The  number  of  contested  cases  docketed  with  the  Commission  decreased  from  3940 
in  FY  92  to  3571  in  FY  93.  The  decrease  is  arguably  in  part  due  to  the  reduction  in  OSHA 
inspections  from  42,431  in  FY  92  to  39,536  in  FY  93.  It  should  be  noted  however,  that  in 
FY  92  there  was  an  increase  in  the  number  of  contested  cases  before  the  Commission  by 
18%  even  though  the  number  of  inspections  conducted  by  OSHA  had  once  again  decreased. 
The  Commission  calculates  the  contest  rate  by  dividing  the  number  of  OSHA  inspections 
by  the  number  of  contested  cases  it  dockets  in  any  fiscal  year.  Where  the  actual  number  of 
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OSHA  inspections  does  have  a  determinative  effect  on  the  number  of  cases  brought  before 
the  Commission,  the  Commission  cannot  utilize  these  figures  as  an  accurate  method  of 
calculating  the  agency's  future  caseload.  There  are  various  other  factors  which  have  a  more 
direct  affect  on  the  Commission's  case  load.  One  factor  which  seems  to  have  an  impact  on 
employer's  contesting  cases  is  OSHA's  increased  penalty  policy.  Larger  penalties  have 
occurred  as  a  result  of  the  sevenfold  increase  in  the  Act's  penalty  structure  in  1990  as  well 
as  OSHA's  increased  emphasis  on  "wall-to-wall"  inspections  and  OSHA's  egregious 
"violation  by  violation"  policy.  As  a  result  of  these  policies,  penalties  have  increased  with 
a  corresponding  increase  in  the  number  of  contested  cases.  In  addition,  new  and  complex 
standards  promulgated  by  OSHA  including  ergonomics,  confined  space,  iockout/tagout, 
hazard  communication  and  bloodborne  pathogens  also  play  a  factor  in  cases  being  contested. 
These  cases  invariably  involve  complex  and  novel  issues  of  law  and  fact  and  result  in 
complicated  and  lengthy  legal  proceedings.  The  trial  on  one  such  matter  involving  a  hotly 
contested  ergonomics  violation  lasted  62  days,  with  a  voluminous  record  encompassing  1,062 
pages  of  transcript,  with  a  resultant  Judge's  decision  of  246  pages. 

Activity  in  the  Area  of  Workplace  Safety  and  Health  Affecting  the  Review  Commission 

1.  In  a  November  19,  1993  interview  with  BNA  the  newly  appointed  Secretary  for 
OSHA  Joseph  A  Dear  outlined  the  parameters  of  a  strong  enforcement  program  by  his 
agency  which  included  criminal  sanctions  and  the  expansion  of  the  egregious  case  penalty 
policy.  In  his  interview  with  BNA  he  emphasized  that  there  would  be  an  increase  in  the 
number  of  instance  by  instance  violation  cases  under  its  egregious  case  policy;  expanding 
OSHA's  penalty  policy;  expanding  the  inspection  process  to  cover  more  workplaces. 

2.  For  FY  1994  OSHA  expects  to  act  on  the  following  rulemakings. 

(a)  Final  safety  standards:  electric  power  generation,  transmission  and  distribution 
(general  industry);  personal  protective  equipment  (general  industry);  logging;  grain  handling; 
confined  spaces  (shipyards);  hazardous  waste  operations  (training  accreditation);  and  fall 
protection  and  scaffolds  (construction). 

(b)  Final  health  standards:  asbestos  remand  (category  HI);  hazard  communication;  and 
retention  of  markings  and  placards. 

(c)  Proposed  safety  standards:  ergonomics;  longshoring;  powered  industrial  truck 
operator  training;  and  emergency  responder  training  accreditation  for  hazardous  waste 
operations. 

(d)  Proposed  health  standards:  coke  oven  emissions;  and  indoor  air  quality. 

(e)  Negotiated  rulemaking  -  safety  standard:  steel  erection. 
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3.  For  FY  1995  OSHA  expects  to  act  on  the  following  rulemakings. 

(a)  Final  safety  standards:  personal  protective  equipment  (shipyard);  scaffolds 
(shipyard);  access  and  egress  (shipyard);  walking  surfaces  (subpart  D);  working  surfaces 
(subpart  I);  and  occupant  protection  in  motor  vehicles. 

(b)  Final  health  standards:  1,2  butadiene;  glycol  ethers;  methylene  chloride;  and  coke 
oven  emissions. 

(c)  Proposed  safety  standards:  standards  proposals  for  safety  and  health  programs; 
general  work  practices;  fire  protection;  lockout/tagout  (construction);  confined  space 
(construction);  miscellaneous  amendments  for  construction. 

(d)  Proposed  health  standards:  respirators;  exposure  assessment;  tuberculosis;  and 
chromium. 

4.  OSHA's  enforcement  of  the  bloodborne  pathogens  standard  was  upheld  by  the  U.S. 
Court  of  Appeals  for  the  Seventh  Circuit  as  reasonably  calculated  to  reduce  significant 
workplace  health  risks  to  diseases  carried  by  bodily  fluids,  specifically  AIDS  and  hepatitis 
B.   (American  Dental  Association  v.  Martin,  CA  7,  No.  91-3865,  1/28/93). 

5.  The  Comprehensive  Occupational  Safety  and  Health  Reform  Act,  S.575,  HR  1280, 
presently  being  considered  in  the  Congress  will,  if  enacted  into  law,  mandate  standards  on 
ergonomics,  medical  surveillance,  exposure  monitoring  and  air  contaminants.  This  legislation 
would  also  extend  OSHA  coverage  to  state  and  local  government  employees  and  employers 
in  27  states.  This  would  result  in  approximately  7.5  million  public  employees  eventually 
being  covered  under  the  Act. 

Accomplishments  and  Workload  Projections  -  FY  94  and  FY  95 

As  mentioned  earlier,  the  number  of  contested  cases  docketed  with  the  Commission 
decreased  from  3,940  in  FY  92  to  3,571  in  FY  93.  As  noted  above,  this  can  be  in  part 
attributed  to  a  decrease  of  2895  inspections  conducted  by  OSHA  The  AU  caseload 
increased  from  5,233  in  FY  92  to  5,293  in  FY  93.  ALJ  case  dispositions  for  FY  93  exceeded 
by  124  the  dispositions  for  the  previous  year  -  3,803  as  opposed  to  3,679.  The  number  of 
cases  before  the  judges  at  the  end  of  FY  93  was  1,490,  a  decrease  of  84  cases  from  the  1574 
cases  for  FY  92.  This  decrease  in  the  number  of  pending  cases  is  a  result  of  increased 
productivity  of  the  judges  as  a  result  of  changes  in  case  assignment  procedures  instituted  by 
Chairman  Foulke,  as  well  as  fewer  cases  being  contested.  Beginning  early  in  FY  92  and 
continuing  thereafter  the  case  assignment  methodology  was  restructured  to  allow  more 
expeditious  processing  of  pending  cases  which  has  resulted  in  a  decrease  in  case  disposition 
time.  Average  disposition  times  for  the  ALIs  for  cases  that  went  to  trial  decreased  from  371 
days  in  FY  92  to  322  days  in  FY  93;  for  cases  disposed  of  without  trial,  the  average 
disposition  time  decreased  from  95  days  in  FY  92  to  79  days  in  FY  93.    In  addition,  the 

-21- 


1289 


Commission's  Rules  of  Procedure  were  revised  in  December  1992  to  enhance  case 
processing,  reduce  paperwork  requirements,  and  promote  simplified  proceedings.  Both  of 
these  processes  were  implemented  to  allow  more  efficient  use  of  time  and  resources. 

It  should  be  noted  that  the  number  of  Commission  ALJs  decreased  from  19  in  1990 
to  the  present  15.  Despite  this  decrease,  the  productivity  of  the  Commission's  ALJs  has 
improved  through  the  aforementioned  changes  instituted  by  the  Chairman.  However, 
further  increases  in  productivity  appear  unlikely  and  any  additional  reduction  in  the  number 
of  Commission  ALJs  will  have  a  serious  adverse  affect  on  case  handling  and  case  disposition 
time.  It  should  also  be  noted  that  over  60%  of  the  Commission's  current  ALJs  are  eligible 
for  retirement  The  Commission  could  potentially  lose  two  to  three  ALJs  to  retirement  in 
FY  94.  Because  of  budgetary  restraints  on  the  Commission,  it  is  unlikely  that,  at  the  present 
time,  those  positions  would  be  filled.  For  this  reason,  it  is  anticipated  that  case  disposition 
time  will  increase  should  these  retirements  occur. 

The  Commission  anticipates  that  there  will  be  a  slight  increase  in  the  number  of  new 
cases  with  the  total  estimated  to  be  3,800  in  FY  94  and  4,000  in  FY  95.  This  assessment  is 
based  on  the  fact  that  a  new  Assistant  Secretary  of  Labor  for  OSHA  has  been  confirmed 
and  the  pronouncements  by  him  and  the  Secretary  of  Labor  that  OSHA  will  be  revitalized 
and  that  there  will  be  an  emphasis  on  increased  use  of  OSHA's  egregious  penalty  policy. 
As  a  result  of  these  factors,  the  Commission  is  also  anticipating  an  increase  in  the  number 
of  cases  requiring  a  formal  hearing  for  FY  94  and  FY  95.  This  increase  along  with  the 
potential  loss  of  Commission  ALJs  to  retirement  could  result  in  an  increase  in  the  case 
disposition  time  as  discussed  above,  as  well  as  a  decrease  in  the  number  of  cases  actually 
having  hearings  in  both  FY  94  and  FY  95. 
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Workload  Expectation  and  Performance 


Actual 

Actual 

Actual 

Est. 

Est. 

FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

Cases  pending 

r 

beginning  of 

year 

1,551 

1,351 

1,574 

1,490 

1,360 

New  cases 

received 

3,290 

3,882 

3,719 

3,760 

3,810 

Hearings 

conducted 

201 

210 

191 

235 

245 

Case  Dispositions 

After  assignment 

without 

hearings  3,273  3,462  3,609  3,650  3,700 

Decisions 

after  trial  217  217  194  240  250 
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OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


1994  Base  1995  Request  Increase  or  Decrease 

FTE       Amount        FTE       Amount        FTE       Amount 

Personnel  Compensation 
and  Benefits  18  $1,050,000     18  $1,075,000  $+  25,000 

Other  Expenses       408,000 441.000 +  33.000 

TOTAL  18  $1,458,000     18  $1,516,000  +  58,000 


ADMINISTRATION 

All  administrative  support  of  the  Commission's  programs  for  both  the  national  and 
regional  offices  is  provided  under  the  direct  supervision  of  the  Executive  Director  by  the 
following  offices  and  functions. 

Office  of  the  Executive  Director 

Acting  under  the  delegated  authority  as  well  as  direction  from  the  Chairman  of  the 
Review  Commission,  the  Executive  Director  directly  supervises  the  full  range  of 
administrative  support  functions  required  to  meet  the  program  needs  of  the  entire 
Commission.  These  functions  include,  but  are  not  limited  to,  the  oversight  and  assessment 
of  the  overall  effectiveness  of  the  Performance  Management  System;  the  development  and 
implementation  of  policy  in  accordance  with  law,  rule,  or  regulation;  effective  utilization  of 
personnel  while  implementing  an  effective  EEO  program;  labor-management  negotiation 
and  mediation;  and  policy  decisionmaking  for  the  Commission  in  non-adjudicative  matters 
relating  to  administration  and  management,  including  contact  with  the  Executive  and 
Legislative  branches  of  the  Federal  government. 

Public  Information  and  Records  Management.  Reporting  directly  to  the  Executive  Director, 
the  Public  Affairs  Specialist  is  responsible  for  maintaining  an  effective  working  relationship 
with  all  forms  of  the  media  and  the  general  public  for  disseminating  information  about  the 
activities  and  operations  of  the  Commission.  This  office  is  also  charged  with  the 
reproduction  and  duplication  of  all  substantive  case  decisions  of  the  Commission  as  required 
by  29  U.S.C.  at  61(g)  and  5  U.S.C  at  552(a)(2)  and  serves  as  the  primary  representative  for 
the  disposition  of  requests  filed  under  the  Freedom  of  Information  Act  and  the  Privacy  Act 
in  accordance  with  law  as  detailed  in  29  CFR  at  2201.1-2201.8. 
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Computer  Operations.  Reporting  directly  to  the  Executive  Director,  the  Computer 
Operations  Specialist  is  responsible  for  control  and  maintenance  of  the  Commission's  ADP 
programs  and  equipment  as  well  as  serving  as  the  Information  Resource  Manager  for  the 
Commission.  A  major  revision  of  the  Commission's  automated  case  tracking  system  is  being 
undertaken  by  this  office  and  is  expected  to  be  completed  by  the  end  of  FY  1995. 


Office  of  Administration  and  Management 

Under  the  direction  of  the  Executive  Director,  the  Director  of  the  Office  of 
Administration  and  Management  is  responsible  for  the  preparation,  written  justification  and 
execution  of  the  Commission's  annual  budget.  In  addition,  this  office  provides  a  full  range 
of  support  services  including  human  resource  management,  employee  training  and  guidance 
counseling;  financial  management,  including  procurement,  payroll,  administrative  payments 
services;  space  utilization;  office  services;  telecommunications;  mail  handling;  safety  and 
health  in  the  workplace;  equipment  maintenance;  and  inventory  control.  A  recent 
reorganization  of  this  office  has  added  the  responsibility  of  performing  management  audits 
and  reviews  of  other  Commission  program  areas. 

Office  of  the  Executive  Secretary 

Under  the  direction  of  the  Executive  Director,  the  Executive  Secretary  serves  as  a  Clerk 
of  the  Court  for  the  Review  Commission  under  the  authority  of  29  U.S.C.  at  661  (e)  and  (f). 
In  this  capacity,  the  functions  of  the  office  include  the  official  receipt  and  docketing  of  all 
cases  before  the  Commission,  as  well  as  the  processing,  maintenance  and  proper  disposition 
of  the  official  case  files.  This  office  has  the  authority  to  process  and  issue  orders  and 
decisions  at  the  direction  of  a  majority  of  the  Commission  members  and  maintains  the 
official  minutes  and  the  seal  of  the  Commission. 
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COMMISSION  MEMBERS 


Chairman  Edwin  G.  Foulke,  Jr. 

Term:    March  5,  1990  -  April  27,  1995 

PY  Compensation:  $119,300 

Affiliations: 

American  Bar  Association 
South  Carolina  Bar  Association 
Georgia  Bar  Association 
District  of  Columbia  Bar  Association 
United  States  Supreme  Court  Bar 
District  of  Columbia  Court  of  Appeals 
Fourth  Circuit  Court  of  Appeals 
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Federal  D.C.  Circuit  Court  of  Appeals 
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Phi  Alpha  Delta  Legal  Fraternity 


Commissioner  Velma  Montoya 

Term:    July  2,  1991  -  April  27,  1997 
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Phi  Beta  Kappa 
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